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For  Reference 
Do  Not  Take 
From  the  Library 


Every  person  who  maliciously 
cuts,  defaces,  breaks  or  injures 
any  book,  nnap,  chart,  picture, 
engraving,  statue,  coin,  model, 
apparatus,  or  other  work  of  lit- 
erature, art,  mechanics  or  ob- 
ject of  curiosity,  deposited  m 
any  public  library,  gallery, 
museum  or  collection  is  guilty 
of  a  misdemeanor. 

Penal  Code  of  California 
1915,  Section  623 
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HOW  A  $25  BILLION 
TECHNOLOGICAL  GIANT 

MANAGES  TO  REMAIN 
VIRTUALLY  ANONYMOUS. 


^TE  DUE 


spent  the  last  half  century  pushing  the 
envelope  of  technology  harder  than  we've  pushed  our  \ 
name.         Our  commitment  to  R&D  (nearly  $3  billion  last  year 
ne)  has  helped  make  us  the  world's  second  largest  computer 


3r.  And  our  advances  in  communications  and  microelectronics  have 
5  taken  priority  over  publicity   qD  Ibday  our  capabilities  range  from 
leld  computers  to  high-speed  fiber  optics.  We  make  disk  and 
drives  for  many  of  America's  leading  computer  manufacturers, 
isistors  that  made  direct  broadcast  satellite  systems  possible, 
nd  more  of  the  application-specific  ICs  for  modern  computers 
and  electronics  than  anyone  in  the  world.  cO  You'll  find 
our  name  in  over  100  countries.  Now  we're 
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COMPUTERS,  COMMUNICATIONS,  MICROELECTRONICS 
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Competitive  Healtli  Care-Tlie  Age  of  Multiple  Carriers 


The  latest  trend  in  health  care  coverage:  more  and 
more  employers  and  groups  are  splitting  responsibility  for 
their  medical  and  dental  benefits,  opting  for  separate  carri- 
ers to  administer  each. 

Specifically  in  the  dental  benefits  market,  multi-line 
carriers  are  being  traded  in  for  more  economical  dental 
specialists.  Employers  and  groups  are  di.scovering  that  a 
specialist  carrier  saves  money,  broadens  the  range  of 
choices,  and  eliminates  administrative  headaches. 

The  specialist  carrier  approach  capitalizes  on  a  time- 
proven  means  of  increasing  efficiency:  market  competi- 
tion. By  pitting  carrier  against  carrier,  purchasers  of  den- 
tal benefits  have  ignited  a  competitive  fire  among  insur- 
ance companies  that  puts  every  benefits  dollar  to  more 
efficient  use. 

In  all  delivery  modalities  from 
administrative  services  only  (ASO) 
and  fee-for-services  programs  to 
capitation  products  like  health 
m  a  i  n  t  e  n  a  n  c  e  org  a  n  i  /,  a  t  i  (.1  n  s 
(HMOs)  and  preferred  provider 
options  (PPOs).  the  effect  of  spe- 
cialist carriers  is  improved  pro- 
grams acri)ss  the  board. 

Customer  Service  Is  Key 

When  carriers  compete  against 
each  other  directly,  customer  service  often  heads  the  list  of 
immediate  improvements.  That's  because  quality  of  ser- 
vice can  be  the  factor  that  tips  the  scale  when  purchasers 
are  deciding  between  two  carriers  with  similar  products. 

To  relieve  both  employers  and  employees  of  adminis- 
trative headaches,  some  specialist  carriers  have  dental 
otiice  personnel,  rather  than  patients,  fill  out  claims. 
Another  service  improvement  offered  by  some  specialist 
carriers  has  been  the  development  of  educational  programs 
for  employees  that  explain  the  scope  of  dental  care  cov- 
ered by  the  benefits. 

Flexibility  and  Experience  Win  Out 

In  order  to  survive  the  heat  of  competition,  a  carrier 
must  be  llexible  and  innovative.  This  means  writing  cov- 
erage that  other  groups  won't  and  designing  custom-made 


products  that  perfectly  match  purchaser  needs. 

For  example,  some  carriers  tailor  plans  for  groups  as 
small  as  two  or  three  people  or  as  large  as  a  few  million 
people.  And  they  offer  a  comprehensive  line  of  products, 
including  fee-for-service,  capitation,  administrative-ser- 
vices-only, and  preferred  provider  arrangements. 

The  ability  to  provide  customized  information  is  also  ' 
key.   A  few  carriers  offer  customized  administration  of 
claims  and  provide  groups  and  dental  offices  with  access  to 
easy-to-use  databases.   Some  even  tailor  tlnancial  reports 
and  services  to  the  accounting  procedures  of  the  client. 

Sophisticated  Cost-management  Adds  Value 

Some  carriers  have  ensured  their  dominance  of  the 
market  through  the  careful  man- 
agemicnt  of  the  benefits  dollar. 
That  is,  the  carrier  gives  the  group 
more  bang  for  the  buck  with  innov- 
ative cost-management  programs 
that  include  peer  review,  prefiled 
fees  by  participating  dentists,  fee 
audits,  and  utilization  reviews. 

Through  this  sophisticated 
review  of  billing  and  treatment 
practices,  the  carrier  ensures  that 
care  meets  accepted  standards  and 
is  covered  by  the  patient's  policy. 
By  stressing  quality  care  and  paying  only  for  covered  pro- 
cedures, efficient  carriers  ultimately  lower  costs,  further 
conserving  the  benefits  dollar. 

Innovation  Brings  Better  Coverage 

Innovation  allows  carriers  to  refine  products  and  spe- 
cial services.  Recently,  dental  specialists  have  advanced 
the  most  creative  innovations. 

As  more  employers  and  groups  opt  for  separate  carri- 
ers for  medical  and  dental  coverage,  look  for  other 
improvements  as  well,  including  service  guarantees  to 
ensure  more  value  for  every  benefits  dollar  spent  and 
increased  tlexibility  in  accommodating  purchaser  needs. 
As  with  most  of  the  improvements  made  so  far,  these 
changes  will  result  from  a  competitive  fire  sparked  by 
cost-conscious  purchasers  and  fueled  by  the  free  market.  ■ 


ere  s  no  limit  to  tke  promises  dental  insurers 
can  ma  ke.  Only  to  tkose  tkey  can  keep. 


A 


d  Delta  Dental  we  keep  our  promises.  Unlike  many  of  our  competitors,  we  focus  on 
true  cost  management,  ratKertKan  simply  shifting  tlie  cost  to  your  employees.  Thougli 
we  never  promised  tlie  moon,  last  year  alone  we  delivered  savings  of  over  $300  million 
to  t)ur  groups  and  suLscriliers.  CIl  How?  1  Iiriuigli  safeguards  wfiicli  include  fee  reviews, 
dental  office  audits,  dentist-consultant  reviews,  and  post-treatment  reviews,  the  Delta 
Lost  Management  Program  o  ffers  controls  in  a  way  otfier  insurers  can't  Legin 
to  match.  But  Delta  s  cost  management  is  only  one  facet  of  a  unique  three-point 
system  thatal  so  includes  plan  design  flexibility  and  106,000  dental  offices  in  the  nation's 
largest  participating  network.  □  It's  a  program  only  Delta  Dental  offers.  That's  why 
we  now  cover  more  than  22  million  people  in  28,000  groups  and  pay  more  than 
iti2  hillion  a  year  for  dental  care.  To  learn  more  ahout  how  your  group  can  henefit  from 
Delta  Dental,  call  1-800-441-3434  today.    ^  DOltd  DOPltdl 

America's  Leader  in  Dental  Health  Plans 
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PRODUCTION 

Change  from  lost  week  -0  1  % 
Change  from  last  year:  1  8% 


1967=100  (four-week  moving  average) 


Aug. 15 
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LEADING 

change  from  last  week:  -0.1% 
Change  from  last  year:  2  2% 
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The  production  index  was  little  changed  during  the  week  ended  Aug.  15.  On 
a  seosonoily  ad|usted  bosis,  increases  in  auto,  electric  power,  coal,  and  paperboard 
production  and  rail-freight  traffic  offset  declines  in  steel  and  truck  output  Crude-oil  re- 
fining and  paper  output  levels  were  unchanged  Lumber  dota  were  unavailable  be- 
cause Hurricane  Andrew  closed  reporting  offices  in  Louisiana  Before  calculation  of 
the  four-week  moving  average,  the  index  increased  to  182  7,  from  179  8 

BW  pcoduchon  inde«  copynghl  1  992  by  McGrow-Hill  Inc 


The  leading  index  declined  during  the  week  ended  Aug.  15.  A  fall  in  st 
prices,  slower  growth  rates  for  real  estate  loans  and  materials  prices,  and  a  rise 
the  number  of  business  failures  accounted  for  the  weakness   On  the  plus  side, 
two-month-old  bond  roily  continued  to  push  yields  lower,  and  the  growth  rate  of 
improved.  Before  calculation  of  the  four-week  moving  average,  the  index  dropped 
212  4,  from  212.6  in  the  previous  week. 

Leading  index  copyright  1  992  by  Cenfer  for  I niernalionol  Business  Cycle  Research 
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latest 

week 

Week 
ago 

%  Change 
year  ago 

STEEL  (8/22)thous.  of  net  tons 

1,634 

1,685# 

2.6 

AUTOS  (8/221  units 

1  15,752 

1 03,40  lr# 

3  4 

TRUCKS  (8/22)  units 

81,961 

76,240r# 

15.9 

ELECTRIC  POWER  (8/221  millions  of  kilowott-hours 

61,196 

65,720# 

-2  3 

CRUDE-OIL  REFINING  (8/221  thous  ofbbl  /doy 

13,867 

13,871# 

0.0 

COAL  (8/ 15)  thous  of  net  tons 

19,541# 

18,903 

-4.2 

PAPERBOARD  (8/1  5|  thous  of  tons 

812. 0# 

810.7r 

4.5 

PAPER  (8/ 15)  thous.  of  tons 

755. 0# 

759. Or 

-1,3 

LUMBER  (8/ 15)  millions  of  ft 

NA# 

483.2 

NA 

RAIL  FREIGHT  (8/15)  billions  ofton-miles 

21. 2# 

20,5 

1,4 

Sources:  American  Iron  &  Steel  Institute,  Warc^'s  Aufomofive  Reports,  EcJison  Electric  Institute, 
Amencon  Petroleum  Institute,  Energy  Dept ,  American  Paper  Institute,  WWPA',  SFPA',  Association 
of  American  RailroacJs 

FOREIGN  EXCHANGE 

Latest 

week 

Week 
ago 

Year 
ago 

JAPANESE  YEN  (8/26) 

125 

126 

137 

GERMAN  MARK  (8/26) 

1.41 

1.46 

1  74 

BRITISH  POUND  (8/26) 

1.99 

1.93 

1.69 

FRENCH  FRANC  (8/26) 

4.79 

4.94 

5,91 

CANADIAN  DOLLAR  (8/26) 

119 

1.20 

1.14 

SWISS  FRANC  (8/26) 

1.26 

1.31 

1  52 

MEXICAN  PESO  (8/26) 

3,067 

3,071 

3,037 

Sources:  Major  New  York  banks  Currencies  expressed  i 
pound  expressed  in  dollars 

T  units  per  U 

5  dollor,  exce 

3t  for  British 

PRICES 

Latest 

week 

Week 
ago 

%  Change 
year  ago 

GOLD  (8/26)$/troyoz. 

338.500 

338  000 

-4  5 

STEEL  SCRAP  (8/25)  #1  heavy,  S/ton 

86  50 

88  50 

-8.0 

FOODSTUFFS  (8/24)  index,  1967=100 

200.9 

197  3 

-2.0 

COPPER  (8/22)  C/lb 

118  7 

1  16.3 

13.3 

ALUMINUM  (8/22)  c/lb 

59  6 

60  1 

2  9 

WHEAT  (8/22)  #2  hard,  $/bu. 

3  26 

3  20 

6.2 

COTTON  (8/22)  strict  low  middling  l-l/16in,  C/lb 

56  69 

58  08 

-13.3 

LEADING  INDICiirORS  ^ 


Latest 
week 

Week     %  Ch 
ago  yeoi 

STOCK  PRICES  (8/2i)S&P500 

418.67 

418.75 

CORPORATE  BOND  YIELD,  Aaa  (8/21) 

7.91% 

7.93% 

INDUSTRIAL  MATERIALS  PRICES  (8/21) 

98.8 

98.8 

BUSINESS  FAILURES  (8/i4) 

439 

424  : 

REAL  ESTATE  LOANS  (8/12)  billions 

$397.0 

$397.6r 

MONEY  SUPPLY,  M2  (8/ 10)  billions 

$3,417.6 

$3,413.3r 

INITIAL  CLAIMS,  UNEMPLOYMENT  (8/8)  thous 

474 

403  1 

Sources:  Standard  &  Poor's,  Moodys,  Journal  of  Commerce  (index:  1980=100),  Dun  &  B 
street  (failures  of  large  companies).  Federal  Reserve  Board,  Labor  Dept.  CIBCR  seasonally  ad 
data  on  business  failures  and  real  estate  loons 

MONTHLY  ECONOMIC  INDICATORS 


Month 


Sources:  London  Wednesday  final  setting,  Cfiicago  market.  Commodity  Research  Bureau,  Metah 
Week,  Kansas  City  market,  Mempfiis  market 


month 

ago 

year 

ORDERS  FOR  DURABLE  GOODS:  MFG.  (July)  billions  $119  0 

Sl23.2r 

BUDGET  SURPLUS  OR  DEFICIT  (-)  (July)  millions 

-$44,597 

$3,783 

IMPORTS  (June)  millions 

$44,876 

$42,859r 

1 

EXPORTS  (June)  millions 

$38,285 

$35,718r 

1 

Sources:  Commerce  Dept ,  Treasury  Dept. 

Latest 

Week 

%  Chai 

week 

ago 

year  i 

MONEY  SUPPLY,  Ml  (s/iO) 

$972  2 

$966  3r 

) 

BANKS'  BUSINESS  LOANS  (8/12) 

277.0 

277.9 

FREE  RESERVES  (8/19) 

588 

682r 

-1 

NONFINANCIAL  COMMERCIAL  PAPER  (8/i2) 

138.6 

139.5 

Sources:  Federal  Reserve  Board  [in  billions,  except  for 

Tee  reserves, 

*vhich  ore  expressed  fc 

two-week  period  in  millions) 

MOHEY  MARKET  RATES 

Week 

Y 

week 

ago 

c 

FEDERAL  FUNDS  (8/25) 

3.29% 

3.26% 

5.5 

PRIME  (8/26) 

6  00 

6.00 

8.5 

COMMERCIAL  PAPER  3-MONTH  (8/25) 

3.40 

3.37 

5.7 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (8/26) 

3  35 

3.28 

5  5 

EURODOLLAR  3-MONTH  (8/22) 

3.31 

3  31 

5.5 

Sources:  Federol  Reserve  Board,  First  Boston 
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REIHUEHTIHG  HHEBICII 

We  hold  this  truth  to  be  self-evident:  that  American  business  must  adapt  to  global 
competition  in  the  new  world  economy.  How  it  must  change  is  just  one  of  the  sub- 
jects of  Reinventing  America,  the  fall  1992  bonus  issue  from  Business  Week.  More 
than  200  Business  Week  reporters  and  editors  have  spent  eight  months  exploring 
the  challenges  facing  America's  workers,  managers,  entrepreneurs  and  business 
institutions.  And  through  their  analysis  and  prescription,  America's  business  leaders 
will  see  that  this  is  still  the  land  of  opportunity.  Now  is  your  opportunity  to  reach 
them  With  your  advertising.  Contact  Karl  Spangenberg,  Sr  VP/ Advertising 
Sales,  at  [212]  512-4154  or  your  Business  Week  account  manager. 
Issue  date:  October  23rd.  Closing  date:  September  7th. 
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PROFIT  BY  IT 


New  Worfd  ■  Old  Glory  Original  Sculpture  Commissioned  by  Business  Week. 
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A  promise  never  to  say,  "Ckris,  I  mean  BoLLy,  I  mean  Ti  m. 


A  promise  matckin^  sailor  suits  will  never  come  near  your  closet. 


A  promise  toLe  tkere  for  you.  And  you.  And  you. 


NotKin^  binds  us  one  to  tKe  otKer  like  a  promise  kept.  Nothingf  divides  us  like  a  promise  broken.  At  MassMutual 
we  believe  in  keeping  our  promises.  Tbat  way  all  tlie  families  and  businesses  tbat  rely  on  us  can  keep  tbeirs. 

m  

MassMutual 

G1992  MassachuseHs  Mutual  bfe  Insurance  Co  .  Springfield  MA  01111  We  Kelp  you  keep  your  promises.* 
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collar  jobs  eventually  will  move  sjj 
also?  I 
American  citizens  can  keep  fa  c( 
jobs  here  no  matter  how  many  i* 
trade  agreements  nations  sign.  Sta  i 
buying  only  U.  S.-made  goods.  Deia 
that  companies  stop  moving  jobs  to  'A 
ico,  or  any  other  country.  Call  for  af 
eral  labeling  law  so  companies  ha\| 
state  how  much  of  their  products| 
made  here. 

Bill  BrI 
Akron, 

It's  true  that  we  need  some  better, 
tern  for  making  the  transition 
global  economy  to  protect  workers 
low  skills.  However, 
article  fails  to  address 
issue  of  individual  res 
sibility  for  dealing 
this  problem.  It  is  a 
dantly  clear  that  low- 
jobs  are  vulnerable 
yet  people  in  those  j 
on  average,  make 
effort  to  improve 
job  skills. 

Another  issue: 
great  inequities  that 
unions,  steel  and  aut( 
dustry  management, 
politicians  have  cret 
among  iow-skill  workers.  Chrysler  C 
production  workers'  total  compensat 
for  e.xample,  averages  about  $29 
hour,  over  twice  that  of  the  average 
duction  worker  in  the  U.  S.  And 
when  auto  industry  workers  were 
fered  an  opportunity  to  save  jobs  by 
cepting  a  wage  cut,  they  rejected 
proposal,  resulting  in  the  loss  of  tens 
thousands  of  their  union  "brother 
jobs.  Worse  yet.  Congress  has  helpec 
perpetuate  these  inequities  by  resti 
ing  the  importation  of  lower-cost  fore 
cars.  This  means  that  the  U.  S.  auto  ; 
steel  industries  force  the  average  { 
duction  worker  earning  a  total  comp 
sation  of  less  than  $15  an  hour  [to  j 
more  for  a  car  produced  by  work, 
making  twice  as  much].  This  injusticf 
preserved  by  the  very  legislators  he  1 
elected  to  represent  his  interests  i 
promote  a  just  society. 

Gary  D.  Joi 
Belvidere, 
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NAVIGATING 

THE  GLOBAL  ECONOMY 


Your  article  "The  global  economy: 
Who  gets  hurt"  (Cover  Story,  Aug. 
10)  didn't  mention  the  benefit  that  comes 
to  both  halves  of  the  work  force — the 
lower  cost  of  items  imported  from 
abroad,  lower  than  if  protiuced  locally. 
This  saving  should  act  to  improve  the 
standard  of  living;  or  does  this  saving 
get  dissipated  by  our  surfeit  of  regula- 
tion and  litigation? 

Alfred  L.  Hunt 
Solvang,  Calif. 


■ hope  the  prediction 
that  the  U.  S.  economy 
will  eventually  need  more 
college  graduates  comes 
true  fast.  As  a  recent  col- 
lege graduate  with  a 
business  degree,  I  have 
found  plenty  of  $5-per- 
hour  jobs  or  sales  posi- 
tions on  straight  commis- 
sion. I  certainly  did  not 
need  to  go  to  college  to 
qualify  for  these  jobs  or 
work  for  $5  per  hour. 

William  Crittenden 
St.  Charles,  Mo. 


Business  needs  to  realize  that  when 
it  e.xports  jobs  it  also  removes  cus- 
tomers. It  is  ignorant  to  believe  we  can 
wage  economic  warfare  on  our  employ- 
ees and  still  retain  them  as  viable 
customers. 

Robert  H.  Holmes  HI 
Mellen,  Wis. 

I bet  lots  of  your  readers — white,  pro- 
fessional, educated,  content — looked 
at  the  photos  of  the  blue-collar  Fields 
and  McAmis  families  and  said  "Who 
cares?"  That's  a  big  mistake.  Factory 
workers  aren't  some  alien  creatures.  We 
are  all  Americans.  We  need  a  strong 
middle  class,  a  solid  manufacturing- 
based  economy,  not  more  urban  riots. 
No  job  is  really  safe  anyway,  even  for 
people  in  suits.  The  current  recession 
proves  that  even  "professionals"  can 
lose  their  jobs.  If  Mexican  wages  remain 
so  far  below  ours,  don't  you  think  white- 


.Mclin.u  Hill, 
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lere  is  a  different  answer,  thai  is, 
■pportunity.  When  American  manu- 
irers  have  clear  need  for  better 
:ers,  they  will  seek  them  out,  train- 
;hem  themselves  if  necessary.  And 
1  workers  see  opportunities  for  bet- 
ray they  will  seek  those  jobs  out  on 

own  along  with  the  necessary 
ing.  Opportunity  arises  like  magic 
economic  growth.  Getting  the  econ- 
to  grow  needs  no  "programs"  and 
dn't  cost  the  government  a  penny, 
n  be  done  with  the  introduction  of 
incentives  similar  to  those  of  the 

'80s,  which  so  miraculously  gener- 
thousands  of  new  startup  business- 
id  19  million  new  jobs.  And  this,  of 
ie,  is  what  George  Bush  ought  to  be 
r,  stumping  the  country  and  explain- 
it  to  the  people,  in  opposition  to 
on's  plan  for  expensive  government 
vention. 

Jake  Rankin 
Kirkland,  Wash. 

cite  an  example  of  just  how  chal- 
jnging  global  economics  can  be, 

cover  story  states,  "[Foreign  coun- 
I ...  set  up  shop  and  create  jobs  in 
J.  S.,  as  the  Japanese  and  Germans 
Icing."  You  could  add  the  Dutch  to 

list,  since  we're  owned  by  Philips 
.ronics,  a  multinational  corporation 
i  in  the  Netherlands.  And,  since 
OS  is  not  an  American-based  compa- 
L  was  confusing  to  us  that  the  arti- 
urther  stated,  "...  the  mere  threat 
<porting  jobs  keeps  pay  down.  In 
,  Philips  wrung  concessions  from 
mployees]." 

ease  understand,  Philips,  operating 

0  countries,  has  chosen  to  "set  up 
"  in  the  U.  S.  That  does  not  mean 
imply  assemble  foreign-made  com- 
nts  here  to  enable  us  to  slap  a 
le  in  the  USA"  sticker  on  our  televi- 
sets.  Over  the  past  17  years.  Philips 
;reated  the  most  vertically  integrat- 
»lor  TV  operation  in  the  U.  S.  At  our 
:ville  (Tenn.)  headquarters,  300  per- 
are  involved  in  research,  engineer- 
and  design  of  the  sets  made  in  our 
neville  (Tenn.)  manufacturing  facili- 
loughly  807'  of  the  sales  dollar  per 
Tiade  in  Greeneville  is  of  local  or 
rican-made  content. 

ilips  wants  to  keep  this  kind  of  inte- 
id  production  system  based  in  the 
,  and  we  do  not  want  to  lower  the 

1  standard  of  our  work  force,  yet 
■nust  produce  television  sets  at  a 
)etitive  cost.  That's  why,  when  it 
!  time  to  negotiate  a  new  labor 
enient  with  the  International  Union 
Electronic,  Electrical,  Salaried,  Ma- 
i  &  Furniture  Workers  dUE),  which 
isents  a  portion  of  the  work  force  in 
neville,  we  did  not  ask  for  wage 
3ssions  from  our  full-time  employ- 
Instead,  the  lUE  agreed  to  establish 


If  you  live  in  a  town  like  Lynchburg,  drop  us  a  line  We  probably  have  a  lot  in  common 

LYNCHBURG,  TENNESSEE  is  a  tiny  little 
town  where  things  never  change  much. 

There's  a  sidewalk  bench  where  townsmen 
gather  at  the  start  of  the  day.  A  general  store 
where  Coke"  still  costs  a  dime.  And  a  _ 
distillery  where  Jack  Newton  Daniel 
made  Tennessee  Whiskey  way  back 
in  1866.  Of  course,  we've  spruced  up 
the  distillery  since  the  days  Mr.  Jack 
worked  here.  But,  true  to  the  ways 
of  Lynchburg,  we've  never  changed 
the  taste  of  his  whiskey. 

SMOOTH  SIPPIN' 
TENNESSEE  WHISKEY 


Tennessee  Whiskey  •  40-43%  alcohol  by  volume  (80-86  proof)  •  Distiller)  and  Bottled  by 
Jack  Daniel  Distillery,  Lem  ll/lotlow,  Proprietor,  Route  I,  Lynchburg  (Pop  361),  Tennessee  37352 
Placed  in  the  National  Registerof  Histonc  Places  by  the  United  States  Government. 
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LOOKING  FOR  MORE  INCOME? 


Fidelity  Searches 
the  World  for 
Higher  Yields 

Fidelity  Short-Term  World  Income  Fund 


Take  Advantage  of  Global  Yields 


Fidelity  Short- 
Term  World  Income 
Fund  offers  invest(jrs 
an  opportunity  to 
enjoy  the  signiii- 
cantly  higher  yields 
currently  avuiJahle 
from  many  short- 
term  international 
securities.  That's 
good  news  if  you're 
investing  for  income. 


HhIci]:  shdii-lcnn  rules  in  nnniy  forciiiii  oniiitries  are bii^her 
than  in  the  I  V  This  churt  atm[)ares  three-month  Eurodeposit 
CD  rates  as  oj'7INI^2.  Rates  are  not  intended  to  reflect  the  yield, 
distributions,  or  actual  investments  of  the  Fund  .Source:  Reuters. 


Managed  for  High  Stability 

The  Fund  piu  sues  a  high  level  of  price  stability  by  investing  primarily 
in  short-term  securities  and  using  hedging  techniques  to  help  reduce  the 
impact  of  changing  currency  rates.  Of  course,  the  Fund's  share  price,  yield 
and  return  will  vary,  and  you  may  have  a  gain  or  loss  when  you  sell  shares. 

FideUty  Makes  it  Easy  to  I  nvest 

Start  an  account  with  just  $2,500  and  receive  free  checkwriting.  You 
can  even  use  the  proceeds  from  yoiu'  maturing  CD  to  open  an  account.'  Its 
also  eiisy  to  open  an  IRA  or  transfer  an  existing  one.  And,  there  is  no  sales 
charge.  Minimum  retirement  investment:  $500. 

Visit  a  Fidelity  Investor  Center  or  Call  24  Hours 

1-800-544-8888 


Fidelity 


Investments  ® 


2r 

For  more  complete  information,  including  management  fees  and  expense.s,  call  today  for  a  free 
prospectus.  Read  it  carefully  before  you  invest  or  send  money.  'I  nlikc  nwfu  (^Ds,  iht-  Fund  is  mil 
FDIC-insured  Fideliiv  DiMnbuUirs  Corpoiatioii  CODE:  BW/SWI/090792 
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THE  1992 

INFORMATION 

HIGHWAYS 

CONFERENCE 


ThTs  breakthrough  'inieVnatldhal^omnT^  of  business, 

government,  and  research  organizations  worldwide  to  explore  and 
chart  the  future  of  interactive  communication  networks  —  tomorrow's 
information  iiigliways  —  tlie  patits  to  ttte  world's  economic  future. 


1 


Special  Guest  Speakers  Include: 

■  Alfred  Sikes,  Chairman,  US  Federal 
Communications  Commission 

■  Masahito  Tani,  Deputy  Minister,  Policy 
Coordination,  Japan 

■  Hon.  Barbara  Franklin,  US  Secretary  of 
Commerce 

■  Dr,  Tay  Eng  Soon,  Sr.  Minister  of  State 
for  Education;  Chairman,  IT  Committee, 
Singapore 

■  Arthur  R.  Barron,  Chairman,  Time  Warner 
International 


Presented  With  The  Support  Of: 

AMERITECH 

BT 

DEUTSCHE  TELEKOM 

DIGITAL  EQUIPMENT  CORPORATION 

HEWLETT-PACKARD  AND  TV  ANSWER 

IBM  CORPORATION 

PICTURETEL  CORPORATION 

Register  Now  By  Calling:  (800)  821-1329 
or  (212)  512-3113  or  Fax  (212)  512-6281 


UPTEMBER  16-17,  1992,  McdRAW  HILL  HEADQUARTERS,  ROCKEFELLER  CENTER,  NE^  YORK 


HIGHLY  CONFIDENT:  THE  CRIME  AND  PUNISHMENT  OF  MICHAEL  MILKEN 

By  Jesse  Kornbluth 

William  Morrow  •  384pp  •  $23 


SECRETS  OF  THE 
JUNK-BOND  SPHINX 


icliael  R.  Milken,  Drexel  Burn- 
,h;im  Lambert  Inc.'s  onetime 
ljunk-bond  king,  is  almost  cer- 
tainly the  most  reviled  financial  villain  of 
the  past  decade.  He  has  become  the  per- 
sonification of  the  abuses  of  the  1980s. 
Yet  it's  far  from  clear  why  Milken  broke 
the  law.  Money?  Power?  Ego?  Some 
murkier  pathology?  It's  even  unclear 
what  laws  he  broke.  Were  they  just  the 
handful  of  narrow  offenses  to  which  he 
pleaded  guilty?  Or,  as  the  prosecutors 
charge,  far-reaching  perversions  of  the 
takeover  game  and  the  junk  market? 

Although  flawed  and 
far  from  definitive,  High- 
ly Confident,  by  Vanity 
Fair  Contributing  Editor 
Jesse  Kornbluth,  provides 
intriguing  insights  into 
Milken's  motivations.  Mil- 
ken rarely  talks  to  the 
press,  and  when  he  does, 
his  comments  can  be  mad- 
deningly cryptic  and  eva- 
sive. Yet  Kornbluth  man- 
aged to  secure  some  400 
hours  of  interviews  with 
Milken,  who  at  times 
spoke  with  candor. 
Kornbluth  also  gained  ex- 
tensive access  to  Milken's 
friends,  associates,  and 
attorneys. 

Not  suprisingly,  Highly 
Confident  is  highly  sym])athetic — often 
too  sympathetic — toward  Milken.  That  is 
in  distinct  contrast  to  the  best-selling 
Den  of  Thieves,  by  14V///  Street  Journal 
editor  James  B.  Stewart.  Stewart's  take 
on  Milken  is  one-dimensional:  a  callous 
criminal  driven  solely  by  avarice.  Korn- 
bluth offers  a  more  complex,  measured, 
and  probably  more  accurate  portrait. 

To  Milken's  friends,  and  Milken  him- 
self, his  wrongdoing  stemmed  not  from 
the  pursuit  of  personal  gain  but  from  a 
need  to  please  that  led  him  into  almost 
obsessive  accommodation  of  clients'  de- 
sires, even  when  those  desires,  as  was 
the  case  with  Ivan  F.  Boesky,  meant 
breaking  the  law.  As  Milken  told  his  pro- 
bation officer:  "In  my  desire  to  please 
customers,  I  went  too  far." 

Milken  may  well  believe  that  was  all 
there  was  to  it.  He  appears  extraordi- 
narily nonintros[)ective.  "In  25  years  of 
reporting,"  Kornbluth  says,  "I  have  nev- 


er encountered  a  man  with  less  interest 
in  his  own  psyche."  Yet  it's  clear  from 
the  book  that  Milken's  apparently  ac- 
commodating behavior  served  more  nox- 
ious ends.  While  he  wanted  to  please 
people,  he  was  even  more  anxious  to 
control  them.  He  wanted  to  do  every 
trade  and  deal  possible.  In  his  heyday, 
the  junk  market  was  a  kind  of  extension 
of  his  personality,  a  vast  network  of  is- 
suers and  buyers  held  tightly  together 
with  an  elaborate  system  of  often  ques- 
tionable quid  pro  quos.  It  was,  in  es- 
sence, an  instrument  of  Milken's  pow- 


ilken's  vast 


network  was  first  an 
instrument  of  power 
and  only  secondarily 
one  of  enrichnnent 


er — and  only  secondarily  of  enrichment. 

Why  did  he  cross  the  line  into  illicit 
activities?  Kornbluth  suggests  the  thrill 
of  running  his  empire  "blinded  him  to 
such  mundane  considerations  as  book- 
keeping and  disclosure  regulations  and 
other,  seemingly  trivial  securities  laws." 
But  Ned  Kennan,  a  psychologist  hired 
by  Drexel  Chief  Executive  Frederick  H. 
Joseph  to  profile  the  firm,  interviewed 
Milken  before  his  fall  and  concluded 
that,  as  Kornbluth  puts  it,  Milken  had 
"an  almost  jjathological  enjoyment  of  his 
apparent  divinity."  Kennan  told  Korn- 
bluth that  "I  sensed  that  he  was  a  bor- 
derline schizophrenic  who  reintegrates 
reality  in  a  way  that  best  suits  him." 

Whatever  the  case,  Milken  proved  re- 
markably defenseless  to  unrelenting 
pressure  from  prosecutors,  as  well  as  to 
incessant  criticism  in  the  media.  The  ex- 
tent of  his  slow  psychological  crumbling 
is  one  of  the  book's  chief  revelations. 


Each  accusation,  each  plea  bargain 
colleague  wounded  him  deeply.  EacI 
gal  setback  sank  him  further  into 
spair.  Eventually,  says  Kornbluth, 
just  couldn't  take  it  anymore.  W 
U.  S.  District  Court  Judge  Kirnba 
Wood,  who  presided  over  his  case,  ca 
a  presentencing  hearing,  Milken's 
yers  wouldn't  let  him  testify.  The  n 
powerful  figure  in  American  finance 
become,  says  Kornbluth,  "befuddled, 
decisive,  and  easily  rattled."  His  lawj 
"saw  no  way  to  put  this  fragile  and 
erable  man  on  the  witness  stand." 

Had  Kornbluth  focused  entirely 
Milken,  his  book  would  have  been  m 
more  satisfying.  Too  much  of  Hig 
Confident  is  a  retelling  of  1980s  fir 
cial  excesses  that  were  much  better 
tailed  in  Den  of  Thieves,  despite 
strong  tilt  toward  Milken's  prosecut 
And  while  Thieves  is  taut  and  com 
ling.  Highly  Confident  is  diffuse 
sloppily  organized,  replete  with  dig 

 j  sions  and  anecdotes 

ing  context. 

Kornbluth  fails, 
ther,  to  explore  evide 
that  Milken's  misde 
may  have  extended 
beyond  the  offenses 
which  he  pleaded  gui 
Allegations  to  this  efJ 
will  get  a  detailed  air 
in  A  License  to  Steal 
Ben  Stein,  scheduled 
release    in  Novemt 
Stein's  charges,  many 
which  have  been 
lished  in  Barron 's,  of 
seem  somewhat  hyst 
cal.  For  instance,  he 
likened  the  junk  mar 
to    a    "classic  Po 
scheme."  Yet  the  ji 


market  rebounded  from  the  bad  slu 
that  followed  Drexel's  demise  in 
and  has  been  flourishing  since.  In  soi 
thing  of  a  preemptive  strike,  Kornbl 
spends  several  pages  impugning  Ste 
character  and  credentials.  But  he 
nores  the  possibility  that  many  of  I 
ken's  crimes  remain  unprosecuted 

Unfortunately,  the  full  scope  of  I 
ken's  transgressions  may  never  be 
vealed.  The  government  has  comple 
its  probe,  and  most  civil  litigation 
been  settled.  According  to  Kornbli 
the  only  man  who  knows  all  the  fact 
heavily  into  denial.  Despite  his  gu 
plea,  Milken  today  believes  he  die 
really  break  the  law.  We  can  proba 
expect  an  autobiography  after  Mill 
gets  out  of  jail  next  spring.  Doe; 
sound  like  a  best-seller. 

BY  CHRIS  WEI 

Senior  Editor  Welles  has  been  trying 
figure  Milken  out  for  the  past  fire  yeai 
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)n  Its  Astounding  Journey  Across  Many  Countries,  The 
lonarch  Lands  In  Thousands  Of  Places. 


ven  Alitalia  Doesht  Land  In  So  Many  Destinations. 


But  Alitalia  does  make  it  easy  for  you  to  fly 
to  Italy  and  then  to  115  cities  in  57  countries 

around  the  world. 
To  all  of  Europe,  Africa,  the  Near,  Middle 
and  Far  East,  North  and  South  America  and 
Asia.  And  to  26  cities  in  Italy  itself. 
Nothing  But  Nonstops  And  Widebodies. 
Easy  because  Alitalia  flies  the  most  nonstops  and 
only  widebodies  from  New  York,  Boston, 
Miami,  Chicago  and  Los  Angeles  to  Rome  and  Milan. 

Exclusive  Business  Class  Terminal. 
Only  Alitalia  has  a  separate  terminal  in 
Rome  exclusively  for  business  class  travelers 
with  its  own  passport  control. 
Swift,  Stressless  Connections. 
Flying  from  the  U.S.  through  our  hub  terminal  in 
Rome,  you  can  make  hassle-free  connections 
to  Alitalia  locations  in  Italy  and  beyond 
with  through  check-in  and  no  customs  until  your 

final  destination. 
Let  Alitalia  take  you  to  Italy. 
To  the  world.  Gracefully  Gently  Beautifully. 
For  information  or  reservations,  call 
your  travel  agent  or  Alitalia  at  1-800-223-5730. 


Mitalia  is  a  participant  in  the 
mileage  programs  of 
mtinental,  United  and  USAir 


ifllitalia^ 


Alitalia  first.  The  rest  is  easy. 


An  iNEXPENsrvE  PC  li 
From  The  Compani 


What  happens  when  the  best  computer  engineers  in  the 
world  design  a  low-priced  desktop  PC?  You  get  the  new 
COMPAQ  ProLinea  Line  of  PCs,  perhaps  the  best 
value  PCs  in  the  world.  What  happens  when  a  clone 
maker  designs  a  low-priced  PC?  You  get  what  you  pay  for. 


Wh  en  Compaq  engi- 
neers set  out  to  build  an 
affordable,  full  perform- 
ance desktop  PC  with 


all  the  essential  features, 
there  were  a  lot  of  op- 
tions to  choose  from. 
We  could  have  bought 


an  existing  low-ei 
puter  company. 

We  could  have  i 
out  all  manufactuf 

We  could  have  , 
parts  from  the  cl. 
vendor  in  town. 

But  dien  all  we'^ 
have  ended  up  \i 
simply  another  ii 


As  Good  As  ACompaq. 
T  Ought  To  Know 


riced  clone.  And 
we  wanted  was  a 
)riced  COMPAQ 
iter. 

hich  is  what  you 
s  you  wanted, 
through  some  high 
of  chip  integration 
ome  equally  high 
s  of  engineering, 


I  386SX/25  <<  small Joot- 
<<  2  MB  RAM  <<  2  ISA  slots 
drive  bays  <<  40-  or  84-MB 
drive 

I  386SX/25,  486SX/25, 
/33,  486DX2/50  <<  2  or 
B  RAM  <<  3  ISA  slots  <<  3 

hays  <<  84-  to  240-MB  hard 

options 

COMPAClProLinea  models 
ide  high-resolution  1024  x 
video  and  pre-installed 
rosoft  MS-DOS  S.O  as 
ished  by  Compaq 


\  and  just  plain  corn- 
sense,  we've  cut 
in  system  design 

nanufacturing. 

hile  still  managing 

liver  100  percent  of 

Resencd  COMPAQ  Rcgi^lfrcH  U  S  Paicnl  a 
herein  may  be  tradcmarki  ami/or  registered  trade 


the  virtues  you've  come 
to  expect  from  Compaq. 

You  can  choose  from 
five  different  models, 
ranging  from  386SX/25 
to  full  486DX2 /SO  pro- 
cessing power. 

So  whether  it's  expan- 
sion, storage,  processing 
speed  or  a  small  foot- 
print that  you're  most 
concerned  with,  there's 
a  model  perfectly  suited 
to  your  needs. 

And  each  comes  with 
a  high-resolution  1024  x 
768  video  system. 

iVlost  importantly,  the 
new  COMPAQ  ProLinea 
PCs  are  backed  not  only 
by  the  assurance  of  the 
COMPAQ  name,  but  also 
by  CompaqCare,  our  new 


service  and  support  pro- 
gram. Which  includes 
a  free  one-year,  on-site^ 
limited  warranty,  and  a 
host  of  other  services. 

And  to  go  along  with 
our  new  line  of  PCs, 
there's  a  whole  new  line 
of  places  you  can  find 
them.  Give  us  a  call  for 
more  details. 

In  the  U.S.,  call  us  at 
1-800-345-1518,  ext.  215, 
and  in  Canada,  just  call 
1-800-263-5868,  ext.  215. 

We  think  you'll  be 
pleasantly  surprised  at 
exactly  how  much  the 
COMPAQ  ProLinea  PCs 
have  to  offer. 

And  equally  surprised 
by  how  little  we're  able 
to  offer  them  for. 


in 


,tcl 


in 


With  the  COMPACi  ProLinea  Line  of 
PCs,  you  can  choose  Jrom  386SX /2 5 
to  4S6DX2/S0  processing  power. 


All  oj  our  models  are  backed  by 
CompaqCare,  our  comprehensive  new 
service  and  support  program.  For 
details,  just  call  1-800-345-1518. 


The  COMPACiProLmea  PCs  start  at 
just  $899.  Its  introduction  shook  the 
industry,  with  PC  WEEK  aj^firming 
that  we  had  "slashed  prices  without 
compromising  quality." 


id  Trademark  Odlce  C.impaqCare  and  ProLinea  are  trademarLs  ol  Compaq  Computer  Corporation  PrcHjun 
narks  of  their  respeetive  companies  llie  Intel  Inside  logo  is  a  trademark  ot  Intel  Corporation  Pi  llefi,  June  22,  1*^92 


Ecohoftiic  Viewpoint 


ONE  WAY  BUSH 

COULD  STILL  SAVE  HIS  BACON 


BY  PAUL  CRAIG  ROBERTS 


Cutting  interest 
rates  hasn't  spurred 
the  economy.  But  by 
indexing  the 
capital-gains  tax  to 
inflation,  he  could 
free  up  a  vast 
amount  of  wealth  in 
houses,  farms,  land, 
and  other  assets — 
before  election  time 


PAUL  CRAIG  ROBERTS  IS  CHAIRMAN 
OF  THE  INSTITUTE  FOR  POLITICAL 
ECONOMY  IN  WASHINGTON 


It's  too  late  for  Treasury  Secretary  Nicholas 
F.  Brady  to  save  his  own  job,  but  he  could 
still  save  Georj^e  Bush's— iiy  using  his  reg- 
ulatory authority  to  index  capital  gains  for 
inflation.  President  Bush  desperately  needs 
to  improve  the  economy  and  to  identify  him- 
self with  the  jol)  concerns  of  voters.  His  four 
years  of  inaction  and  failure  to  defend  the  ac- 
complishments of  Reaganomics  have  let  his 
enemies  paint  a  black  economic  outlook. 

Now,  it  is  very  late  in  the  game.  It  takes 
time  for  most  economically  stimulative  meas- 
ures to  take  effect.  Plus,  the  Democratic  Con- 
gress is  not  going  to  save  Bush's  bacon  with 
legislation  before  the  Novemljer  election.  A 
l)ad  economy  is  the  l>est  thing  Bill  Clinton 
has  going  for  him. 

After  waiting  in  vain  foi-  24  successive  cuts 
in  interest  rates  to  spur  the  economy.  Bush 
has  one  shot  left:  He  can  index  the  cost  basis 
of  capital  gains  for  inflation.  This  would  pi'o- 
vide  the  leadership  necessary  to  unleash  entre- 
preneurial spirit,  and,  if  applied  retroactively, 
it  would  unlock  a  vast  amount  of  wealth  in 
hou.ses,  farms,  land,  and  other  assets. 

As  it  stands,  the  capital-gains  tax  is  a 
wealth-confiscation  device.  Much— if  not  most— 
of  the  appreciation  in  value  of  any  asset,  esjie- 
cially  one  held  for  a  long  time,  is  inflation, 
and  this  tax  on  fictiimal  gains  devours  the 
wealth  of  families.  To  avoid  the  unfair  tax, 
people  hold  assets  until  their  death  in  order  to 
pass  them  through  to  heirs  on  a  stepped-up 
l)asis  that,  in  effect,  indexes  the  assets  for 
past  infhition. 

GREEN  LIGHT.  In  a  column  last  January,  1  argiied 
that  President  Bush  could  unilaterally'  cut  the 
capital-gains  bite,  because  the  cost  basis  of  cap- 
ital gains  is  defined  by  Ti'easury  regulation,  not 
by  statute.  The  Ti'easury  Secretary  merely  has 
to  use  his  regulatory  authority  to  include  infla- 
tion in  the  cost  basis,  thei'eby  taxing  only  real 
gains. 

Secretary  Brady  thankefl  me  for  showing 
the  beleaguered  Aflministration  the  way  out  of 
the  woods  by  telling  The  Wall  Slivct  Juuruid 
that  my  legal  advice  wasn't  competent.  "If  we 
could  do  it."  Brady  said,  "we  vvould.  We  have 
had  no  competent  legal  advice  that  you  could 
do  it."  During  a  television  inteiwiew  at  the 
Republican  convention,  Brady  repeated  his 
earnest  desire  to  index  capital  gains,  if  only  a 
lawyer  would  give  him  permission. 

Many  doubt  that  Bi'ady  ever  consulted  law- 
yers or  that  the  Administration  would  do  any- 
thing to  help  entrepreneurs,  whom  they  seem 
to  prefer  to  put  in  jail.  Bi-ad,v  now  has  the 
legal  green  light,  however,  and  it  comes  from 
no  less  an  authority  than  former  Assistant 
Attor'ney  Ceneral  Charles  .1.  Cooi^er- who. 


when  he  was  the  government's  top  lav 
producefl  the  brief  saying  the  President  la 
authority  to  exercise  a  line-item  veto. 

Now,  in  a  90-page  brief,  Cooper  and  his 
dates  conclude  that  the  legislative  and  re 
tory  history  of  the  Internal  Revenue  C^ 
capital-gains  provisions,  the  case  law  relatii 
the  Treasiu'y's  interpretati\'e  discretion, 
the  UiC  itself  all  support  the  Treasury's  di 
tion  to  inter])ret  cost  to  account  for  infla 
"The  legal  basis  for  such  a  regulation  is  s 
and  would  amply  support  its  coiiscien' 
adoption  by  the  Ti'easury.  Indeed,  we  be 
that  a  regulation  indexing  capital  gain; 
inflation  should  and  would  be  upheld  judi^ 
as  a  valid  exercise  of  the  Treasury's  intei 
tative  discretion  under  the  IKC."  | 
NO  GAIN.  I  have  argued  that  no  one  w 
have  the  standing  to  challenge  the  new  i 
lation  in  court,  because  no  taxpayer  c 
prove  injury  from  the  Ti'easury's  recogn 
that  a  "gain"  attributable  solely  to  infl; 
adds  nothing  to  a  taxpayer's  real  incom 
wealth.  Congress  would  have  to  overturi 
regulation  with  a  statute  that  explicitly 
quired  the  taxation  of  inflation.  Any  mer 
of  Congress  who  supported  such  a  law  w 
be  run  out  of  his  or  her  district.  The  time 
Bush  Administration  should  also  find  con 
in  Cooper's  conclusion  that  "the  legislative 
tory  of  Congress'  consideration  of  such  pi 
sals  reveals,  if  anything,  that  Congress  fa 
the  concept  of  indexing  capital  gains."  Inc 
Congress  passed  a  law,  effective  in  1985, 
indexed  the  personal  income  tax  to  pre 
the  taxation  of  cost-of-living  adjustments 

Cooper's  legal  brief  documents  that  Ti 
ury  is  forever  making  regulatory  changes 
reinterpret  the  tax  code,  not  least  of  w 
was  the  Bob  Jones  University  ease.  Trea 
wrote  into  the  requirements  for  tax-exf 
status  a  nondiscrimination  recjuirement 
is  nowhere  mentioned  in  the  .statute  govei 
charitable  tax  exemptions.  The  challeng 
tliis  regulatory  interiiretation  lost  in  the 
preme  Court.  Cooper  makes  it  completely 
that  the  Ti'easury's  ability  to  define  cost  b 
regulations  is  routine  and  does  not  come  < 
to  stretching  the  elasticity  of  regulatory  i 
pretation. 

lnvarial)ly,  the  Republican  Establishi 
promises  to  cut  taxes  in  the  future  aftei 
budget  has  been  balanced.  Reagan  alone  t 
from  this  mold,  and  the  economy  booi 
Bush  has  used  the  deficit  as  an  excuse  fc 
action,  and  the  deficit  has  doubled  on 
watch.  Unlike  Reagan,  he  has  nothing  to 
for  it.  Bush's  policy  of  sacrificing  the  ecor 
to  the  deficit,  which  has  only  grown  largt 
a  loser— which  mav  make  Bush  one,  too. 
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When  was  the  last  time  your  banker  gave 
^ou  an  answer  before  you  asked  a  question? 


Probably  never.  Because  that's 
eally  kind  of  incredible,  isn't  it?  Giv- 
ng  an  answer  before  a  question  is 
:ven  asked.  It's  like  mind  reading.  Or 
ortune  telling.  Or  clairvoyance. 

Actually,  though,  it's  all  in  a  day's 
vork  for  the  bankers  at  Continental. 
JC^ell,  a  hard  day's  work.  Because  to 
^et  to  you  with  solutions  before  you 
ealize  you  need  them  takes  a  heck  of 
I  lot  of  effort.  One  cannot  capitalize 
)n  opportunities  if  one  sits  desk- 
)ound,  waiting  for  things  to  hap- 
pen. It  takes  anticipation.  Proactivity 
J^oresight.  Oceans  of  coffee.  And  a  collection  of  bankers  reminiscent  ot  that  kid  in  your 
:lass  who  always  had  his  or  her  hand  up  first.  Even  before  the  teacher  asked  anything. 

Yet  we're  not  just  out  to  impress  people  with  our  intelligence.  We  feel— however 
obvious  it  may  seem— that  a  bank  should  be  graded  purely  on  how  quickly  and  efficiendy 
t  meets  your  needs. 

Which  would  make  Continental  a  shoo-in  for  an  'A"  when  you  consider  that  we're 
ilready  planning  to  contact  you.  Oh,  by  the  way,  the  answer  to  that  question  you're  about 

o  ask?  Yes,  we  do  Continental  Bank 

Anticipatmg  the  needs  of  busmess. 
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BY  GENE  KORETZ 


SLACK  DEMAND  WIPES 
THE  SMILES  OFF 
LITTLE  GUYS'  FACES 


The  nation's  small-business  sector  is 
turning  bearish  a^ain.  Only  a  few 
months  a^o,  the  National  Federation  of 
Independent  Business  reported  that  its 
small-business  optimism  index  had 
jumped  to  its  highest  level  in  three 
years.  Now,  however,  the  NFIB  reports 
that  its  C}uarterly  index  fell  by  nearly 
three  points  in  July,  suggesting  that 
"there  is  little  prospect  of  improvement 
for  sales  or  hiring." 

The  shift  in  mood  is  apparently  tied 
to  frustration  over  the  failure  of  higher 
sales  projections  to  materialize.  In 
April's  cjuarterly  survey,  respondents 
reporting  higher  sales,  in  the  previous 
quarter  outnumbered  those  reporting 
lower  sales  for  the  first  time  since  1990, 
l)ut  in  the  latest  report,  lower  sales  took 
the  lead  again.  As  a  result,  only  30%  of 
small-business  owners  in  July  expected 


SMALL  BUSINESS  SPIRITS 
ARE  SAGGING  AGAIN 
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conditions  to  imi)rove  in  the  next  six 
months,  down  sharjjly  from  48%  in  the 
April  survey. 

All  of  this  bodes  ill  for  employment 
growth.  Small  l)usine.sses  have  account - 
efl  for  the  lion's  share  of  jol)  creation 
dui'ing  past  expansions,  and  a  survey 
conducted  by  Dun  &  Bradstreet  Corp. 
earlier  this  year  indicated  that  they  ex- 
pected to  add  some  1.5  million  workers 
this  year.  But  the  NFIP.'s  latest  tally  of 
small  business  hiring  plans  was  the 
weakest  July  reading  since  1982. 

Meanwhile,  a  new  Manpower  Inc.  em- 
ployment outlook  sui'vey  has  found  a 
slowdown  in  hiring  plans  for  the  fourth 
cluarter  among  many  midsize  companies. 
And  Workphice  ^fr-ouls,  a  newsletter  that 


tracks  staff  cuts  by  major  corporations, 
reports  that  the  number  of  permanent 
layoffs  announced  through  July  of  this 
year  is  up  2.3%  over  the  first  seven 
months  of  1991. 

If  there  is  any,  good  news  in  the  latest 
NFIP.  survey,  it's  on  the  inflation  front. 
Almost  as  many  small  companies  low- 
ered prices  as  raised  them  last  (luarter, 
and  a  record  low  of  16%  plan  to  boost 
prices  in  the  months  ahead.  Similarly, 
a  record  low  of  13%  of  employers  plan  to 
raise  employee  compensation.  Says  NFlB 
economist  William  Dunkelberg:  "The 
sluggish  economy  has  resulted  in  the 
most  stable  inflation  outlook  in  years." 


IS  LEAVING  YOUR  KIDS 
A  BUNDLE  GOOD 
FOR  THE  ECONOMY? 


i^ihe  parent  who  leaves  his  son  enor- 

■  mous  wealth  generally  deadens  the 
talents  and  energies  of  the  son  and 
tempts  him  to  lead  a  less  useful  and 
worthy  life."  So  wrote  Andrew  Carnegie 
in  1891,  expressing  an  opinion  that  many 
have  cited  in  arguing  for  higher  taxation 
of  large  inheritances. 

Now,  three  economists  have  exam- 
ined how  Carnegie's  observation  holds 
up  in  the  real  world.  In  a  new  National 
Bureau  of  Economic  Research  study, 
Douglas  Holtz-Eakin  of  Syracuse  Uni- 
versity, David  Joulfaian  of  the  Ti-eas- 
ury  Dept.,  and  Harvey  S.  Rosen  of 
Princeton  University  analyzed  tax  re- 
turns for  the  period  1982  through  1985 
of  some  4,300  peoj^le  who  i-eceived  inher- 
itances in  1982  and  1983. 

They  found  that  the  higher  the  in- 
heritance, the  more  likely  a  person  was 
to  reduce  his  labor  force  {)articipalion.  A 
pei'son  inheriting  more  than  $150,000, 
for  example,  is  four  times  more  likely  to 
stop  working  than  someone  receiving 
less  than  $25,000.  And  high-inheritance 
families  that  remained  in  the  labor  force 
experienced  lower  earnings  gi'owth  than 
low-inhei'itance  families. 

In  othei'  words,  the  evidence  indicates 
that  Carnegie  was  right.  And  since  the 
inhil)iting  effects  on  work  effort  lasted 
three  yeai's,  "it  wasn't  just  a  cjuestion  of 
someone  throwing  a  party  after  receiv- 
ing a  large  lieque.st  and  then  resuming 
his  old  woi-k  haliits,"  notes  Rosen. 

Does  I  hat  mean  that  raising  taxes  on 
big  inheritances  would  result  in  more 
work  effort  and  thus  benefit  the  econo- 
my'.'' Not  necessarily,  says  Rosen.  "To 
answer  that  question,  we  also  have  to 
know  how  much  people  who  have  mafle 
a  bundle  would  reduce  their  own  work 
effort  and  savings  if  they  couldn't  pass 
on  as  much  to  their  heirs." 


JOBLESS  CLAIMS  MAY 
BE  TURNING  INTO  A 
MISLEADING  INDICATE 


From  now  on,  don't  put  too  much 
dence  in  the  weekly  report  on  ii 
claims  for  unemployment  insura 
warns  economist  Marlene  Grabai 
County  NatWest/ Washington  Anal 
A  change  in  the  law  is  likely  to  c 
the  significance  of  the  numbers. 

Specifically,  recent  legislation  ei 
ed  to  extend  jobless  benefits  al' 
newly  unemployed  ^jeople  to  apply 
either  regular  bene'fits  or  emerge 
benefits.  "Because  there  are  incent 
for  some  persons  to  opt  for  emerg( 
benefits,"  says  Grabau,  "we  are  li 
to  see  continued  declines  in  initial  ck 
along  with  a  rise  in  emergency  cla 
which  are  reported  separately." 

The  Labor  Dept.  says  it's  impos; 
to  predict  how  the  new  legislation 
affect  the  initial  claims  data.  But 
cause  these  data  are  a  component  o1 
index  of  leading  indicators,  the  ( 
merce  Dept.,  which  produces  the  in 
is  now  studying  the  issue.  One  pos: 
ity  being  weighed  is  to  drop  jot 
claims  temporarily  from  the  index. 


ONE  ECONOMIST  WHO 
THINKS  THE  TRIPLE  Dl 
IS  HERE  ALREADY 


Although  most  oi)servers  now  be 
the  economy  will  expand  at  a 
gish  2%-to-3%  pace  in  the  second 
economist  Sam  Nakagama  of  Nakajj 
&  Wallace  Inc.  has  looked  at  the 
statistics  emanating  from  Washin 
and  concluded  that  business  activii 
headed  south.  "At  best,"  he  says, 
economy  will  be  flat  in  the  third  qu; 
before  contracting  in  the  fourth." 

Nakagama  points  out  that  a  nur 
of  key  indicators  have  been  weake 
since  May.  As  the  unemployment 
rose  between  May  and  July,  for  e: 
pie,  total  hours  worked,  the  ave 
workweek,  and  payroll  jobs  in  g( 
producing  industries  all  fell.  At  the  ^ 
time,  housing  starts  dropped  6.4%, 
the  production  indexes  for  autos,  tn 
defense  and  aerospace,  instruments, 
textiles  products  registered  decl 
ranging  from  1.5%  to  7.3%. 

Says  Nakagama:  "We're  experiei 
a  broad  slowdown  in  economic  acti 
which  was  caused  by  the  slowdow 
U.  S.  monetary  growth  and  is  beinj 
acerbated  by  slumping  economies 
tight  monetary  policies  overseas." 
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^R'S  PROFILE: 


BRINGING 
INFORMATION 
nCHNOLOGY 

DOWN  TO 
EARTH 


DMR  understands  that  business  drives  technology. 

That's  why  we  are  known  for  effecting  the  kind  of 
sensible  evolution  to  flexible,  practical  and  viable 
systems  that  make  businesses  hum.  It's  why  we  have 
become  one  of  the  foremost  international  providers 
of  information  technology  services  to  business  and 
public  enterprise.  We  focus  on  strategy,  architecture, 
productivity  and  the  benefits  associated  with  aligning 
information  technology  with  business  needs.  We 
deliver  innovative  solutions  that  emphasize  standards- 
based  and  open  technology  environments.  We  stress 
knowledge,  skills  and  technology  transfer  for  the  rea 
world.  DMR:  the  seasoned,  practical  partners  in  Era  2 
IT  evolution...  the  experts  with  the  down-to-earth 
solutions. 


When  know-how  counts 

1  ■800-398-5 158  USA«CANAOA«AUSTRALIA»U.K.»BELGIUM«NETHERUNDS«GERMANY«SWinERUND 
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BY  JAMES  C.  COOPER  AND  KATHLEEN  MADIGAN 


LECTION  FEVER  IS  ONLY 
lAKING  THE  ECONOMY  JUMPIER 


;W  ORDERS  SHOW 
NO  STRENGTH 
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IREE  MONTH  MOVING  AVERAGE 
DATA  COMMERCE  DEPT,  BW 
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■  here  seems  to  l)e  a  had  case  of  preelection  jitters 
,L>()ing  around.  The  financial  markets  are  jumpy. 
Consumer  confidence  is  shaky.  And  the  dollar's 
ige  sugtrests  that  foreigners  are  uneasy  as  well, 
uch  skittishness  isn't  hard  to  figure.  Economic  issues 
m't  loomed  so  large  in  a  Presidential  race  since  1980, 
n  Ronald  Reagan's  landslide  victory  was  strongly  influ- 
id  by  a  simple  question  he  put  to  voters:  Are  you  bet- 
off  now  than  you  were  four  years  ago?  With  pocket- 
s  issues  aplenty  in  1992,  Election  Day  uncertainty 
■ies  a  particularly  sharp  edge. 

The  financial  markets  seem  es- 
pecially nervous,  most  promi- 
nently the  bond  market,  with  its 
fixed-income  investors.  They  are 
A  already  worried  that  the  election 

7  ^V~#  ^''^  bring  some  deficit-widening 

k    I      ^  initiative— amid  a  river  of  exist- 

^/durabie  goods  ''^''^  ^'^'•^  ink— that  would  fuel  infla- 
tion worries.  Now,  they  have  to 
sweat  out  the  slumping  dollar 
(page  26). 

The  foreign-exchange  value  of 
dollar  has  been  losing  ground  against  the  German 
■k  for  more  than  four  months.  The  slide  is  primarily 
result  of  polar  differences  between  U.  S.  and  Ger- 
i  monetary  policies— easy  here,  tight  there.  The  result: 
historically  wide  spread  between  U.  S.  and  German 
Test  rates.  Short-term  rates,  for  example,  are  just 
r  3%  here  and  slightly  under  10%  there, 
[ore  generally,  though,  the  sick  currency  reflects  con- 
is  of  foreign  investors  about  economic  conditions  and 
cy  uncertainties  here  in  the  U.  S.  The  Presidential 
ipaign  only  draws  more  attention  to  those  concerns. 

OWN,  But  on  both  Aug.  21  and  24,  the  dollar 

OWN,  swooned  to  post-World  War  II  lows  amid 

OWN  GOES  futile  efforts  on  both  days  by  the  world's 
HE  DOLLAR  central  banks  to  make  the  greenback 
m  against  the  tide  of  existing  economic  forces.  The 
np  stopped  cold  the  two-month  rally  in  the  l)()nd  mar- 
and  sent  long-term  interest  rates  skyward. 
VTiy?  A  weaker  dollar  lifts  import  prices  and  raises  in- 
ion  fears.  It  complicates  Federal  Reserve  policy,  be- 
se  cutting  interest  rates  might  push  the  U.  S.  curren- 
3ven  lower.  And  it  encourages  capital  to  flow  al)road, 
ly  from  U.  S.  bonds,  stocks,  and  other  assets, 
'he  timing  is  unfortunate.  Lower  long-term  interest 
3S  are  critical  to  the  recovery.  For  one  thing,  they 


BUSINESS  BORROWING 
GETS  CHEAPER 
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are  important  to  housing  and  durable  goods.  In  July, 
sales  of  existing  homes  perked  up,  after  three  straight  de- 
clines, but  orders  for  durable  goods  remained  weak.  They 
fell  3.4%,  more  than  wiping  out  .June's  2.8%  gain.  The  sag- 
ging three-month  trend  shows  why  factories  are  reluctant 
to  lift  output  and  payrolls  (chart). 

A  big  downswing  in  orders  for  commercial  aircraft  and 
defense  equipment  accounted  for  nearly  all  of  the  July 
flrop,  but  bookings  in  other  industries  also  fell.  Unfilled  or- 
ders shrank  by  1A%,  the  11th  consecutive  decline.  The 
backlog  is  the  lowest  in  IVA  years.  With  little  new  de- 
mand and  thinner  backlogs,  manufacturing  can  use  any 
help  it  can  get  from  lower  interest  rates.  Companies  may 
also  be  holding  back  on  investments  in  new  capital  pro- 
jects until  the  political  dust  settles. 

Lower  long  rates  are  also  nec- 
essary for  consumers  and  busi- 
nesses to  repair  their  debt-laden 
balance  sheets.  Indeed,  corpora- 
tions are  taking  advantage  of 
lower  rates  in  order  to  retire 
older,  more  expensive  del)t. 
Through  Aug.  21,  the  average 
yield  on  AAA-rated  corporate 
bonds  had  fallen  to  7.9%,-the 
lowest  since  1977  (chart).  As  a 
result,  corporate  bond  sales  are 
at  record  levels,  and  companies  are  making  rapid  strides 
toward  shoring  up  their  finances. 

Progress  toward  l)etter  l)alance  sheets  in  the  household 
sector,  where  debt  burdens  remain  huge,  is  much  slower. 
In  mid-August,  the  pace  of  mortgage  refinancing— a  key 
source  of  better  household  finances— was  still  3"j  times 
greater  than  it  was  three  months  earlier.  However,  refi- 
nancings have  dipped  in  recent  weeks,  and  higher  long 
rates  could  dampen  the  yiiwe  further. 

WHERE  The  Presidential  campaign's  emphasis  on 

HAVE  ALL  economic  issues  is  taking  its  cue  from  re- 
THE  GOOD  cession-weary  voters.  Corporate  cost-cut- 
JOBS  GONE?  ^j]-|o-  is  keeping  job  pi'ospects  dim,  Lind  in- 
comes aL'e  not  growing  fast  enough  to  help  households 
whittle  down  their  tall  stack  of  lOUs.  And  those  worries, 
particularly  amid  swirling  election-year  uncei'tainties,  are 
causing  optimism  to  unravel  once  again. 

The  Conference  Board's  index  of  consumer  confidence 
dropped  to  58  in  August,  after  it  had  plunged  14.9%  in 
July,  to  61.2.  Households  are  increasingly  pessimistic 
alxnit  how  the  economy  is  doing  today  and  how  it  will 
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CONSUMERS  TUMBLE 
BACK  INTO  THE  DUMPS 


perform  over  the  next  six  montlis.  Job  worries  have  now 
pushed  confidence  l)acl\  to  the  k)w  reading  recorded  ear- 
her  this  year  (chartl. 

The  Conference  Board  says  that  47.1%  of  those  sur- 
veyed feh  that  jobs  were  hard  to  get.  That's  up  from  43% 
in  July,  38. (i%  a  year  ago.  In  addition,  consumers  aren't 
sure  that  more  jobs  will  appear  anytime  soon.  The  survey 
foimd  that  24.5%  of  consumers  think  thei-e  will  be  fewer 
jobs  in  the  months  immediately  ahead,  compared  with 
only  13.7%  who  l)et  employment  will  improve. 

Certainly,  slow  job  growth  has 
been  the  defining  mark  of  this 
weak  recovery.  And  the  payroll 
trimming  continues.  Internation- 
al Strategy  &  Investment  Group 
Inc.  says  that  the  number  of 
large  corporations  announcing 
layoffs  during  the  first  three 
weeks  in  August  is  up  slightly 
from  a  year  ago. 

For  many,  the  pink  slip  is  per- 
manent. Workjjluce  Trends  re- 
ports that  the  number  of  staff  cuts  announced  by  U.  S. 
corporations  in  the  first  seven  months  of  this  year  is  up 
2.8%  from  last  year's  record  pace.  The  newsletter  projects 
that  for  all  of  1992,  corporations  will  permanently  reduce 
their  i)ayrolls  at  a  rate  of  1,500  per  business  day. 

THE  HUGE  The  sluggishness  in  hiring— and  the  econ- 
FEDERAL  omy  as  a  whole— isn't  hurting  just  consu- 
DEBT  KEEPS  mers.  It  also  is  hammering  pul)lic  finances. 
GROWING  Stagnation  in  tax  receipts  from  consu- 
mers and  businesses,  plus  greater  demand  for  jobless 
benefits  and  other  social  services,  is  inflating  an  already 
massive  federal  budget  deficit  and  creating  i)r<)blems  for 
state  and  local  governments  as  well.  The  l)allooning  of  fed- 
eral debt— at  the  same  time  that  households  and  corpora- 
tions are  paring  down  their  own  lOl's— is  thrusting  Wash- 
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TROUBLE  AHEAD,  N 
MATTER  WHO  WIN 
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ington's  spending  ha!)its  into  the  campaign  limeligl 

Clearly,  the  deficit  is  out  of  control,  and  neither  politi 
party  is  willing  to  address  the  issue.  The  Ti-easury  De; 
reported  a  June  deficit  of  $44.6  billion.  That's  greal 
than  the  $40.2  billion  gap  for  all  of  fiscal  1979 

So  far  in  fiscal  1992,  federal  outlays  are  up  by  soi 
7.3%  fi'om  a  year  ago,  but  revenues  have  risen  by  just  2 
With  those  divergent  trends,  the  1992  deficit  appears 
track  to  weigh  in  at  about  $305  billion— eclipsing  t 
record  $269.5  billion  of  last  year.  The  total  could  go  hij 
er  if  federal  aid  is  dispensed  quickly  to  Florida  a 
Louisiana  in  the  wake  of  Hurricane  Andrew. 

The  red  ink  will  flow  even 
more  heavily  in  1993,  no  matter 
who  gets  the  Presidential  nod 
(chart).  In  particular,  the  thrift 
bailout  will  add  greatly  to  next 
year's  fiscal  problems.  In  fact, 
the  1992  deficit  would  have  been 
even  lai'ger  except  that  Congress 
refused  to  provide  funds  to  the 
Resolution  Ti'ust  Corp.  Howev- 
er, funding  should  resume  next 
year,  adding  about  $50  billion  to 
government  outlays  and  pushing  the  deficit  to  more  th 
$380  billion,  according  to  DRl/McGraw-Hill. 

Would  Washington's  pileup  of  debt  be  of  such  concert 
consumers  felt  more  confident  al:;out  their  financial  con 
tions?  Pi-obably  not.  Indeed,  if  the  economy  were  procei 
ing  along  the  typical  recovery  path,  the  campaign  woi 
hardly  be  centered  on  pocketbook  issues. 

But  the  reality  is  that  consumers  are  worried,  a 
only  a  big  boost  in  employment  is  likely  to  lift  their  sp 
its.  The  Labor  Dept.  will  release  two  more  employm( 
reports  before  the  election,  including  the  August  d< 
on  Sept.  4.  The  strength  or  weakness  of  those  two  payi 
reports  could  play  a  big  role  in  who  gets  the  top  job 
the  White  Hcaise  for  the  next  four  years. 
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NEW  SINGLE-FAMILY  HOME  SALES 

Mondaij,  Aug.  31,  10 
New  homes  prol)ably  sold  at  an  annual 
rate  of  578,000  in  July,  according  to 
economists  polled  l)y  MMs  Intei-nation- 
al,  a  unit  of  McCiraw-Hill  Inc.  That 
would  lie  a  liit  faster  than  the  572,000 
pace  in  June.  The  fall  in  mortgage  rates 
in  July  and  August  is  helping  to  revive 
the  floundering  housing  inarket. 

LEADING  INDICATORS  

Tuesday,  Sepl.  1,  8:30  a.iu. 
The  government's  composite  index  of 
leading  indicatoi's  probably  rose  by  0.2% 
in  July,  reversing  its  0.2%  loss  in  June. 
Increased  building  permits  and  a  rising 
stock  market  helped  to  offset  lower  con- 


sumer expectations  and  no  change  in 
the  factoi-y  workweek. 

NAPM  SURVEY  

Tuesdai/,  Sept.  1,  10  «,/«. 
The  National  Association  of  Purchasing 
Management's  index  of  business  activity 
likely  rose  slightly,  to  54.5%  in  August, 
says  the  mms  report.  That  suggests  that 
the  industrial  sector  continues  to  recov- 
er. The  NAPM  index  increased  by  1.4 
pei'centage  points  in  July,  to  54.2%. 

CONSTRUCTION  SPENDING   

Tiiesduji,  Sept.  1,  10  a.m. 
Outlays  for  btiilding  projects  probably 
rose  0.5%  in  July,  after  sinking  1.5%  in 
June.  Gains  in  public  woi'ks  offset  de- 
clines in  private  construction. 


FACTORY  INVENTORIES 


Wednesday,  Sepl.  2,  10  a.»i. 
Manufactui'ers  probably  saw  lit 
change  in  their  iiu'entories  in  July,  af 
they  fell  0.1%  in  June.  The  weak  J 
performance  is  suggested  l;)y  the  drop 
factory  out]nit  for  the  month. 


EMPLOYMENT 


Friday,  Sept.  4.  8:30  a.m. 
The  MMS  report  says  that  nonfann  p 
I'olls  pi'obably  rose  by  150,000  in 
gust,  after  a  198,000  gain  in  July.  H( 
ever,  both  increases  were  lifted  bj 
federal  jobs  program  for  teenage 
Those  jobs  will  lie  lost  in  Septemt 
The  unetnployment  rate  proljably  fell 
7.6%  last  month,  fi-om  7.7%  in  July. 
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SEND  us 
MORE 
CHALLENGES. 


There's  a  spirit  in  our  company.  A  belief 
that  when  you  work  harder,  work  smarter  and 
work  as  a  team,  there  isn't  a  challenge  that 
can't  be  met. 

It's  the  Raytheon  Spirit. 

It's  a  "can-do"  spirit  that's  part  of  every 
Raytheon  company,  and  it  produces  results: 

•  To  help  clean  the  air  we  breathe,  our  United 
Engineers  &  Constructors  subsidiary  is  assisting 
utilities  to  meet  strict,  new  clean  air  regulations 
cost  effectively. 

•To  help  detect  deadly  windshear  near  air- 
ports, Raytheon  has  developed  Terminal  Doppler 
Weather  Radar.  Now  air  traffic  controllers  can 
warn  pilots  away  from  these  threats. 

•  To  help  meet  tougher  automotive  emission 
standards,  our  Badger  Company  has  been  select- 
ed to  license  the  Mobil  Benzene  Reduction 
Process  (MBR)  which  will  help  reduce  the 
concentration  of  this  compound  in  gasoline. 

•  To  help  train  U.S.  Air  Force  pilots.  Beech 
Aircraft  is  producing  the  Jayhawk  T-1  A,  a  mili- 
tary version  of  its  successful  Beechjet  400A. 

•To  help  the  troops  of  Desert  Storm  defend 


against  Scud  missiles,  the  people  of  Raytheon 
worked  around  the  clock  and  delivered  over  500 
Patriot  missiles  to  the  Gulf  before  the  first  Scuds 
were  ever  launched. 

Not  all  our  challenges  are  as  dramatic  as 
these.  But  one  way  or  another,  they  all  lead  to 
better  products  and  better  services. 

At  Amana,  we're  turning  out  more  energy 
efficient  appliances.  At  our  Cedarapids  sub- 
sidiary, we're  developing  technology  and  equip- 
ment to  make  the  rebuilding  of  our  infrastructure 
more  affordable.  And,  in  defense  electronics, 
we're  continuing  to  excel  in  producing  and 
upgrading  proven  tactical  defensive  systems  for 
the  military. 

There  are  strong  advantages  to  being  a  com- 
pany that  can  handle  so  many  different  chal- 
lenges in  so  many  different  fields.  We  are  able  to 
share  brainpower  and  technologies  across  the 
company.  And  we  are  able  to  increase  efficien- 
cies while  decreasing  costs. 

The  advantages  all  add  up  to  improvements 
to  our  bottom  line.  Every  year,  for  the  past  seven 
years,  Raytheon  has  reported  record  sales  and 
record  earnings. 

We  thrive  on  challenges.  Send  us  more. 


  Raytheon  

WE  THRIVE  ON  CHALLENGES 

lana  Refrigeration,  Inc.  •  The  Badger  Company,  Inc.  •  Beech  Aircraft  Corporation  •  Caloric  Corporation  •  Cedarapids,  Inc.  •  D.C.  Heath  and  Company 
laytheon  Europe  •  Raytheon  Marine  Company  •  Raytheon  Service  Company  •  Seiscor  Technologies  •  Semiconductor  Division  •  Sorensen  Company 
Speed  Queen  Company  •  Svifitchcraft,  Inc.  •  United  Engineers  &  Constructors  International,  Inc. 
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THE  BUCK 
STOPS  WHERE? 

THE  GREENBACK'S  FALL  HAS  CORPORATIONS  EDGY 


Gravity  has  gotten  the  better  of 
the  dollar.  Struggling  to  keep  its 
\aiue  since  the  Federal  Reserve 
cut  interest  rates  in  early  July,  the 
greenback  finally  gave  way  Aug.  21, 
when  it  began  a  two-day  plunge  that 
drove  its  value  down  Z'/<  against  the  Ger- 
man mark — a  postwar  low.  The  Federal 
Reserve  and  other  central  banks  hit  the 
foreign  exchange  market  hard,  buying 
up  billions  worth  of  dollars.  But  the 
bankers  just  couldn't  hold  the  line. 

It  is  a  currency  collapse  that  is  likely 
to  have  dramatic  repercussions — for  Eu- 
ropean unity,  the  global  economy,  the 
U.  S.  Presidential  race,  and  many  inter- 
national businesses.  And  the  dollar, 
drifting  downward  since  spring,  has  far 
from  bottomed  out.  "It's  going  down 
like  mad,"  complains  Horst  Sandfort, 
president  of  chipmaker  LSI  Logic  Corp.'s 
Euro|)ean  arm. 

DOOMED  FACTORY.  Among  the  world's 
big  companies,  there  are  a  lot  of  losers, 
particularly  European  outfits  with  ex- 
tensive ties  to  the  U.  S.  Grand  Metropoli- 
tan PLC,  the  London-based  food  and  bev- 
erage behemoth  that  owns  such  well- 
known  American  names  as  Pillsbury  Inc. 
and  Burger  King  Corp.,  was  already  fac- 
ing profit  pressure  because  of  the  slow 


U.  S.  economy.  The  dollar's  slide  made  it 
much  worse,  since  Grand  Met  must  con- 
vert its  U.  S.  profits  back  into  the  British 
pound.  On  Aug.  25,  the  company  warned 
that  the  dollar's  loss  will  cost  it  about 
$40  million  in  profits  in  the  second  half, 
wiping  out  its  first-half  gains.  Grand 
Met  shares  fell  87'  in  London  on  the 
news. 

Some  U.  S.  manufacturers  are  suffer- 
ing, too.  LSI  in  Milpitas,  Calif.,  is  one. 
The  dollar  downdraft  spelled  doom  for 
its  $70  million  plant  in  Braunschweig, 
Germany.  On  Aug.  24,  as  traders  were 
dumping  dollars,  LSI  said  it  would  close 
the  factory.  "Ninety-five  percent  of  our 
output  is  exported  to  the  U.  S.  and 
Southeast  Asia,"  says  Sandfort. 

For  some  U.  S.  exporters,  though,  the 
dollar  drop  has  a  bright  side.  General 
Motors  Corp.'s  European  auto-compo- 
nents unit  buys  some  $300  million  in 
U.  S.-made  parts,  then  assembles  them 
into  power-steering  systems  and  other 
products  that  it  sells  in  Europe.  The  dol- 
lar's decline  means  bargain  shopping  for 
the  GM  unit,  though  the  benefit  is  tem- 
pered by  Europe's  weak  economic  condi- 
tion. Then,  there's  Digital  Equipment 
Corp.,  which  draws  497  of  its  revenues 
from  Europe.  The  Maynard  (Mass.)  com- 


] 


WITH  49%  OF  ITS  SALES  IN  EUROPE,  THE  DO 


puter  maker  says  the  dollar'.s  drop  coi 
benefit  earnings  later  this  year — thou 
the  continent's  economy  now  is  too  we 
for  an  immediate  upturn. 

Behind  the  dollar's  free-fall  is  the  fa 
that  the  world's  No.  1  and  No.  3  ecoi 
mies  are  pursuing  diametrically  oppos 
monetary  policies.  Germany  has  jack 
up  interest  rates  to  combat  the  inflati 
brought  on  by  the  costs  of  absorb!: 
eastern  Germany.  Since  most  Europe 
interest  rates  are  linked,  Bonn's  tig 


AFTER  BIG  DROPS  IN 
U.S.  INTEREST  RATES... 

3-MONTH  CERTIFICATES  OF  DEPOSIT 
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...THE  DOLLAR  BEGil 
ITS  PLUNGE...] 
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EQUITIES  TRADERS:  SPOOKED  BY  THE  SLIDE 


I  I 
J        F        M  A 
A  GERMAN  MARKS  PER  DOLLAR 
DATA:  BRIDGE  INFORMATION  SYSTEMS  IN( 
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The  currency's  swoon  reflects 

global  apprehension  that 
the  U.  S.  economy  won '/  turn 
around  anytime  soon 


ULD  HELP  DIGITAL  EQUIPMENT— BUT  THEN  THERE'S  EUROPE'S  SLUGGISH  ECONOMY 


program  has  hindered  economic 
/ery  for  Germany's  less-prosperous 
ibors.  Among  the  major  economic 
;rs,  only  Japan,  suffering  its  own 
I,  is  minimally  affected  by  this  fray, 
sanwhile,  in  the  U.  S.,  the  Federal 
Tve  has  gone  in  a  radically  different 
:tion  from  the  Bundesbank — pulling 
1  rates  to  rejuvenate  a  limping 
rican  economy.  The  result?  Traders 
mailing  out  of  dollars:  The  currency, 
ng  around  1.40  marks,  has  lost  S*^'- 


of  its  value  since  the  July  2  rate  cut. 
And  that  has  landed  a  gut  blow  to  U.  S. 
securities  exchanges  (charts). 

Nobody  expects  a  respite  anytime 
soon.  The  Fed  can't  stop  the  mark,  and 
raising  interest  rates  to  boost  the  dollar 
is  out  of  the  question  (page  28).  The 
Bundesbank  won't  budge  from  its  high- 
rate  course,  despite  immense  pressure 
from  economic  ministers  throughout  Eu- 
rope, and  its  own  projections  that  Ger- 
many will  grow  a  blah  2a  at  best  this 


year.  Observes  Peter  Pietsch,  an  econo- 
mist at  Gommerzbank:  "If  the  Bundes- 
bank cuts  rates  now,  it  will  mean  they 
bowed  to  international  pressure  for  the 
first  time  in  history." 
POUNDED  POUND.  In  Europe,  the  mighty 
mark  jeopardizes  the  future  of  the 
Maastricht  Treaty.  The  pact,  cementing 
the  Gontinent  economically  and  mandat- 
ing a  single  currency  by  1999,  was  re- 
jected by  Danish  voters  earlier  this  year. 
Now,  French  voters,  facing  unemploy- 
ment of  about  W/' ,  are  wavering  on  the 
treaty  just  weeks  before  their  Sept.  20 
ratification  vote.  Indeed,  the  French 
seemed  to  lose  confidence  in  the  treaty 
with  each  uptick  of  the  mark:  Recent 
polls  show  that  voters  are  evenly  split 
on  Maastricht. 

That's  ironic,  says  Eric  Taze-Bernard, 
an  economist  at  Banque  Indosuez  in  Par- 
is, because  Maastricht  was  partly  de- 
signed to  replace  the  Bundesbank  with  a 
pan-European  central  bank.  "If  Europe 
had  monetary  union  today,  there  is  no 
doubt  that  interest  rates  would  be  low- 
er," he  says. 

The  result  of  Germany's  tight-money 
policy  is  most  pernicious  in  Britain,  the 
economically  hardest-hit  major  European 
power.  The  British  economy  dropped  2.4 
percentage  points  last  year  and  could 
lose  0.5  points  more  this  year.  In  July, 
imports  outstripped  exports — even  with 
the  economy  in  tatters.  The  British 
would  love  to  cut  their  excruciating  10'/ 
interest  rates  to  ease  their  severe  reces- 
sion but  can't  because  that  would  plunge 
the  pound  into  the  netherworld.  Indeed, 
with  the  pound  under  pressure,  admits  a 
senior  government  source,  a  rate  in- 
crease still  might  be  necessary. 

In  the  U.  S.,  a  weak  currency  is  an 
indictment  of  persistently  high  govern- 
ment deficits — and  signals  to  the  world 
that  the  U.  S.'s  economy  is  too  anemic  to 
turn  around  soon.  The  dollar  disaster 


...HELPIHG  PUSH 
DOWN  U.S.  STOCKS 


J        J     AUG  25 


«S  INDUSTRIAL  AVERAGE 


A  GERMAN  UNEMPLOYMENT  LINE:  THE  BUNDESBANK  REMAINS  FOCUSED  ON  FIGHTING  INFLATION 
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has  shown  that  the  world's  currency 
traders,  at  least,  don't  believe  that  Presi- 
dent Bush — or  Arkansas  Governor  Bill 
Clinton,  for  that  matter — can  reduce  the 
federal  deficit,  restore  economic  growth, 
end  the  real  estate  depression,  and  re- 
vive the  U.  S.  stock  market. 

The  dollar's  daze  could  become  an  is- 
sue in  the  Presidential  election,  particu- 
larly if  U.  S.  stock  and  bond  markets 
continue  to  slump.  Bush,  as  the  incum- 
bent, is  the  one  who  stands  to  suffer 


any  backlash  from  the  American  public. 

Will  this  stuff  hit  home  beyond  the 
U.  S.  investment  community?  Charles 
Black,  a  senior  adviser  to  the  Bush- 
Quayle  reelection  committee,  says  ques- 
tions about  the  dollar  are  "pretty  compli- 
cated for  the  average  voter.  That  will  be 
outshouted  by  the  pure  domestic  con- 
cerns." But  Clinton's  entourage  is  bet- 
ting that  the  dollar's  woes  will  be  anoth- 
er piece  of  evidence  that  even  the 
economically  unsophisticated  can  read. 


"The  people  who  voted  with  their  doll; 
voted  that  the  Bush  economic  plan  i; 
fraud,"  declares  Gene  Sperling,  Clinto 
issues  director  for  economic  policy, 
the  President — as  well  as  Wall  Str 
and  a  lot  of  corporations — gets  luc: 
the  game  of  bloodletting  the  buck  \ 
take  a  breather. 

By  David  Greisi)ig  i>i  Chicago,  with  Jc 
Templeman  in  Bonn,  Richard  A.  Melci 
in  London,  Stewart  Toy  in  Paris,  a 
bureau  reports 


Commentary/by  Mike  McNamee  and  William  Glasgall 

COULD  THE  PLUNGE  HAVE  BEEN  PREVENTED?  PROBABLY 


With  the  dollar  plummeting, 
Americans  in  Paris  are  more 
likely  to  be  found  swarming 
bureaux  dc  change  than  visiting  the 
Eiffel  Tower.  But  the  panic  abroad  has 
hardly  disturbed  Washington's  August 
slumber.  Half  the  governors  of  the 
Federal  Reserve  Board  have  joined  the 
city's  late-summer  exodus,  as  has  the 
Fed's  chief  international  economist. 
Treasury  Secretary  Nicholas  F.  Brady 
is  out  of  sight  as  well. 

Low  may  be  the  best  profile  for 
Washington  to  keep.  To  a  large  degree, 
the  dollar  is  an  innocent  victim  of  Eu- 
ropean interest-rate  struggles  (page 
26).  A  half-baked  plan  to  pump  up  the 
greenback  through  massive  govern- 
ment dollar-buying  wouldn't  succeed 
for  long  and  would  only  draw  more 
attention  to  a  currency  crisis  during 
the  final  10  weeks  of  the  Presiden- 
tial campaign.  The  one  effective 
step  the  U.  S.  could  take — a  rate 
hike  by  the  Fed — is  out  of  the  ques- 
tion with  the  economy  so  weak. 
"The  Fed's  not  prepared  to  trash 
the  U.  S.  economy  to  stabilize  the 
dollar,"  says  Bank  of  Montreal 
Chief  Economist  Lloyd  C.  Atkinson. 
So  the  capital's  watchword  for  now; 
Don't  just  do  something,  stand 
tliere. 

BLOWUP.  But  that's  not  to  say  that 
Brady  and  his  boss,  President  Bush, 
should  be  held  blameless  for  the 
dollar's  frightening  plunge.  There's 
plenty  they  could  have  done  over 
the  past  three  years  to  prevent  or 
mitigate  the  dollar's  fall  and  the  re- 
sulting downdraft  on  the  stock  and 
bond  markets.  "George  Bush  gam- 
bled he  could  skate  through  four 
years  without  dealing  with  what  the 
Japanese  call  'the  American  prob- 
lem.' "  says  C.  Fred  Bergsten,  direc- 
tor of  the  Listitute  for  Inter- 
national Economics.  "Now,  that  bet 
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seems  to  be  blowing  up  in  his  face." 

At  the  heart  of  the  problem  lies  the 
massively  unbalanced  federal  budget. 
While  it's  hardly  news  that  neither 
Congress  nor  the  White  House  has 
done  much  to  reduce  the  deficit,  the 
past  few  weeks  brought  two  disheart- 
ening signals  that  Treasury's  appetite 
for  borrowing  won't  shrink  soon.  First, 
the  Congressional  Budget  Office  fore- 
cast that  the  deficit  will  shoot  up  to 
$514  billion  by  2002,  from  $314  billion 
now.  Then,  candidate  Bush,  in  Hous- 
ton, pledged  to  cut  taxes.  For  foreign- 
ers who  finance  the  Treasury's  debts, 
"what  all  this  projects  is  an  image  of 
no  one  in  charge,"  says  Deutsche  Bank 
economist  Mieczyslaw  Karczmar. 

The  deficit  was  out  of  control  in  the 
late  1980s,  too.  But  then.  Treasury 
worked  to  shield  the  dollar  by  coordi- 


nating economic  and  currency  polic 
with  the  Group  of  Seven  major  indu 
trial  nations.  Brady,  while  braggin 
that  the  dollar  has  stayed  close  to  t\ 
ranges  set  by  the  1987  Louvre  Accon 
has  let  the  machinery  needed  to  defen 
those  ranges  rust.  Instead  of  buildin 
cooperation,  Bi-ady  has  campaigne 
publicly  for  Germany  to  cut  intere 
rates,  ignoring  the  costs  of  unificatio 
and  the  inflation  that  the  Bundesban 
is  struggling  to  contain. 
JAWBONING.  Now,  Brady's  policy  ha 
come  back  to  haunt  him.  European 
including  many  Germans,  agree  thj 
it's  time  for  the  Bundesbank  to  easi 
But  Brady's  jawboning  would  make 
look  as  if  the  Bundesbank  is  suddenl 
bowing  to  foreign  pressures.  The  bes 
anyone  can  thus  hope  for  would  be 
grudging  signal  that  the  German 
want  to  nudge  market  rates  down 
That  alone  may  be  enough  to  pv 
a  floor  under  the  dollar.  But  if 
isn't.  Bush  will  face  "a  preelectio 
financial  crisis  worse  than  Cai 
ter's,"  warns  Bergsten,  an  Assi: 
tant  Treasury  Secretary  under  Pre 
ident  Jimmy  Carter.  With  the  dolla 
in  uncharted  territory,  there's 
natural  point  at  which  central  bank 
can  halt  its  fall.  Stock  traders  hav 
already  shown  their  sensitivity 
currency  turmoil.  And  a  new  dolla 
plunge  could  boost  long  bond  rate 
further,  wiping  out  hopes  for  chea{ 
er  financing  for  big-ticket  buys. 

The  dollar  is  at  risk  because  Bus 
and  Brady  for  3 '72  years  hav 
sounded  just  one  theme:  growth  a 
any  cost.  A  falling  dollar  could  onl 
help,  they  reasoned,  because  a  wea 
currency  boosts  America's  expoi 
earnings.  But  now.  Bush's  Presider 
cy  is  at  stake,  because  he's  gotte 
little  of  the  growth — and  all  of  th 
risks — of  letting  the  dollar  perforr 
without  a  net. 


GONE  Fi! 


fit  FEDERAL  RESERVE  IS  SITTING  TIGHT 


TERS 
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I  AMERICAN  PLAZA  IN  SOUTH  MIAMI  HEIGHTS:  ONE  OF  MANY  BUSINESSES  LEFT  IN  SHAMBLES 


IDREW  LEAVES  BEHIND 
LLS  IN  THE  BILLIONS 


ardest-hit  South  Florida,  the  damage  was  like  'a  nucleai"  bomb' 


k Ryder  rental  truck  sits  amid  the 
(iebris  of  a  sliattered  strip  mall 
south  of  Miami.  Frances  Black- 
er and  her  family  troop  between  the 
c  and  their  ravaged  furniture  store, 
iging  what  they  can.  Blackwelder 
started  the  business  in  1978  with  her 
and,  who  died  six  months  ago.  Now, 
•icane  Andrew  has  slammed  her 
$400,000  worth  of  inventory  losses, 
she  plans  to  reopen  once  the  insur- 
money  comes  through.  "It  means 
,ing  over,"  she  says,  holding  back 
J.  "We  started  on  a  shoestring,  and 
s  what  we're  going  to  have  to  do 
a." 

Dade  County,  Fla.,  starting  over 
the  order  of  the  day,  as  residents 
business  owners  began  cleaning  up 
"  the  hurricane  that  crashed  through 
,h  Florida  on  Aug.  24,  packing  the 
igest  winds  to  pound  the  area  since 
.  By  Aug.  26,  Andrew's  death  toll 
d  at  14,  and  Dade  County  Emergen- 
lanagement  officials  pegged  Florida 
ages  as  high  as  $15  billion  to  $20 
m.  Insurers,  who  may  cover  less 
:  half  that  total,  are  looking  at 
ns  that  may  well  outstrip  the  $4.2 
)n  paid  out  after  Hurricane  Hugo 
ered  Charleston,  S.  C,  in  1989. 
)  those  in  Morgan  City,  La.,  where 
rew  made  its  second  landfall  in  the 
y  morning  hours  of  Aug.  26,  the 
age  was  equally  devastating,  al- 


though dollar  losses  there  won't  come 
near  those  in  Florida.  The  storm  skirted 
the  New  Orleans  area,  home  to  half  of 
the  state's  4  million  citizens.  "If  An- 
drew had  hit  New  Orleans,  we  would  be 
talking  devastation,"  says  William  H. 
Walker  Jr.,  president  of  Howard,  Weil, 

New  Or- 


Storm  Year 


Labouisse,  Friedrichs  Inc.,  a 
leans  investment 
bank.  "Louisiana's 
economy  has  been  se- 
verely bruised,  but  no 
massive  internal 
injuries." 

For  the  many  oil 
refineries  and  drill- 
ing-rig operators 
along  the  Gulf  Coast, 
Andrew  was  almost 
business  as  usual. 
"We  get  a  hurricane 
outage  several  times 
a  year,"  says  John 
Sauer,  chief  energy 
economist  at  Conoco 
Inc.  "You  would  not 
see  the  shutdown  on  the  bottom  line. 
The  big  economic  issue  is  if  operations 
get  damaged,  and  I  have  not  heard  of 
any  damage  with  Andrew." 

Insurers  weren't  so  lucky.  They  suf- 
fered $3.7  billion  in  catastrophe  losses  in 
the  first  half  of  1992,  thanks  to  the  Los 
Angeles  riots,  California  earthquakes, 
and  Midwestern  tornadoes.  Andrew's 
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trail  of  damage  guarantees  that  proper- 
ty-casualty payouts  will  hit  a  record  high 
this  year.  Even  grizzled  hurricane  veter- 
ans were  stunned.  "I  haven't  seen  any- 
thing like  this  in  my  life,"  says  Florida 
Insurance  Commissioner  Thomas  Gal- 
lagher. "It's  like  someone  put  a  nuclear 
bomb  off  in  south  Dade." 
HOMELESS.  The  "bomb"  blasted  the  re- 
gion with  winds  of  140  mph.  In  southern 
Dade  County,  which  took  the  brunt  of 
the  storm,  Andrew  leveled  the  communi- 
ties of  Homestead  and  Florida  City  and 
destroyed  Homestead  Air  Force  Base. 
Winds  wiped  out  entire  subdivisions  and 
middle-class  developments,  leaving 
50,000  homeless  in  south  Dade  alone. 

Many  residents  will  be  jobless  for 
some  time.  Tricycles  and  kitchen  sinks 
were  strewn  about  the  parking  lot  of  a 
shattered  Toys  'R'  Us  in  south  Dade. 
Burger  King  Corp.'s  headquarters  sus- 
tained so  much  damage  the  company  set 
up  temporary  quarters  in  trailers  and 
told  all  but  essential  personnel  to  stay 
home.  "It's  like  a  swath  was  cut  out  of 
that  area  30  to  40  miles  wide,"  says  Flor- 
ida Governor  Lawton  Chiles  after  tour- 
ing the  area.  President  Bush  wasted  no 
time  pledging  $50  million  in  federal  di- 
saster aid  and  the  support  of  27  govern- 
ment agencies.  He  also  declared  Louisi- 
ana eligible  for  disaster  relief. 

Two  days  after  the  storm,  some  busi- 
nesses, such  as  Carnival  Cruise  Lines 
Inc.,  were  open  and  urging  employees  to 
return  to  work.  But  the  situation  was 
far  from  normal  for  hundreds  of  other 
Dade  County  businesses  left  without 
electricity  and  air  conditioning. 

The  travails — if  not  the  response — of 
one  big  local  employer,  Ryder  Systems 
Inc..  were  typical.  Its  headquarters  in 
northwest  Dade  suf- 
fered little  damage, 
but  on  Aug.  26,  it 
was  still  without  pow- 
er. A  skeleton  crew 
of  200  of  Ryder's 
1,200  local  employees 
got  two  emergency 
generators  working, 
opened  the  credit 
union  to  cash  checks 
and  make  emergency 
loans,  and  donated 
dozens  of  yellow  Ry- 
der trucks  to  relief 
agencies.  Chairman 
Anthony  Burns,  who 
is  also  chairman  of 
the  Dade  County  United  Way,  says  the 
immediate  losses  to  Ryder  are  bearable. 
"There  will  be  a  cost,  but  in  the  total 
scheme  of  things,  it's  minuscule,"  he 
says.  His  own  home  was  destroyed. 

Meanwhile,  some  small-business  own- 
ers are  wondering  if  they'll  ever  reopen. 
Paul  Lusardi,  owner  of  Submarine  King 
on  U.  S.  1  in  south  Dade,  laments  that 
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the  plywood  he  painstakingly  nailed  onto 
his  windows  did  little  good.  Insurance 
will  cover  the  interior,  but  the  exterior  is 
the  landlord's  responsibility.  "We  might 
start  up  again,  but  probably  not  for  a 
month,"  he  says,  surveying  the  damage. 
"It's  probably  a  good  time  to  remodel." 

Andrew's  winds  were  only  part  of 
what  was  worrying  Manny  Williams, 
owner  of  Twin  Power  Cycles,  which  sells 
and  fixes  motorcycle  parts.  Spending  the 
night  of  the  hurricane  with  two  pit  bulls 
and  two  M-16  rifles  in  his  uninsured 
shop,  he  made  no  bones  about  how  he 
would  deal  with  looters.  Hand-lettered 
signs  declared;  "You  loot,  we  shoot."  He 
had  fired  warning  shots  when  looters 
lurked  nearby  shortly  after  the  storm. 

Some  Florida  City  businesses  made  a 
gift  of  food  and  supplies.  Convenience 
store  Starvin'  Marvin  gave  away  $25,000 
worth  of  food,  soft  drinks,  and  cleaning 
wares  on  Aug.  25.  "We  call  it  controlled 
looting,"  says  Marvin  Smith,  an  execu- 
tive with  the  store's  parent,  Emro  Mar- 
keting Corp.  in  Enon,  Ohio. 

Yet  Andrew's  winds  blew  good  for 
some,  particularly  south  Florida's  belea- 
guered construction  industry.  Centex 
Rooney  Construction  Co.,  the  largest 
general  contractor  in  Florida,  is  awash 
in  new  business.  "The  amount  of  work 
ahead  could  be  a  couple  of  years'  worth 
of  residential  reconstruction,"  says  Vice- 
President  Larry  Casey,  "and  a  year's 
worth  of  commercial  reconstruction." 
FAST  SALES.  Disaster  also  means  a  wind- 
fall for  other  south  Florida  businesses. 
Comfort  Suites  &  Quality  Suites,  a  208- 
room  hotel  in  Deerfield  Beach,  75  miles 
north  of  the  hurricane  area,  was  1009J 
full  on  Aug.  26.  This  is  usually  the  slow 
season  for  area  hoteliers,  but  the  inn  is 
packed  with  relief  workers  and  insur- 
ance adjusters.  In  a  nearby  Home  De- 
pot, Assistant  Manager  Garon  Ingram  is 
busy  selling  generators.  "We  got  in  a 
truckload  of  40  of  them  and  they  were 
gone  in  30  minutes,"  he  says. 

To  other  merchants,  the  extra  busi- 
ness is  just  a  heartache.  Says  Debbie 
Chisholm,  owner  of  Arctic  Ice  in  Deer- 
field  Beach:  "I  have  people  fighting  in 
the  parking  lot,  and  I  have  no  ice.  People 
have  been  so  mean  all  day  because  they 
think  we  have  it  and  we  just  don't  want 
to  give  it  to  them.  I  would  like  to  just 
close  up  for  the  following  week." 

That's  not  really  an  option  for  Chis- 
holm or  the  other  merchants  in  South 
Florida.  Instead,  most  will  take  some 
time  to  survey  the  wreckage,  heave  a 
big  .sigh,  and  set  about  the  long,  slow 
business  of  starting  over. 

By  Gail  DeGeorge  in  Miami,  with  Tim 
Smart  in  Connecticut,  Elizabeth  Roberta  in 
Deerfield  Beach,  and  Deborah  Fowler  in 
Houftfon 


EDUCATION  I 


THERE'S  MORE  THAN  ONE  WAY 
TO  SAY  'JOB  TRAINING' 


Clinton  favors  broad  programs;  Bush,  just  aid  for  the  jobless 


Policy  wonks  have  talked  for  years 
about  the  need  for  more  job  train- 
ing. Now,  the  Presidential  race 
has  put  the  issue  on  the  front  burner. 
Training  was  central  to  the  economic 
blueprint  Arkansas  Governor  Bill  Clin- 
ton rolled  out  in  June.  On  Aug.  24,  Presi- 
dent Bush  hit  back  with  his  own  version. 

Despite  some  overlap  between  the  pro- 
posals, sharp  differences  remain.  Clinton 
favors  active  government  involvement  in 
comprehensive  training  and  apprentice- 


ship programs.  To  help  pay  for  it,  he 
wants  companies  to  spend  1.57'  of  their 
payrolls  on  training.  Bush  plans  to  add 
$2  billion  a  year  to  what  the  government 
spends  on  programs  for  young  people 
and  disadvantaged  and  dislocated  work- 
ers. To  pay  for  his  proposals,  he  prom- 
ises unspecified  budget  cuts.  "The  Re- 
publican approach  is  to  help  people  who 
have  fallen  out  of  the  economy,"  says 
Anthony  P.  Carnevale,  an  economist  at 
the  nonpartisan  American  Society  for 
Training  &  Development.  "They  have  no 
policy  for  making  current  workers  more 
adaptable,  as  Clinton  does." 
APPRENTICESHIPS.  Bush's  program, 
which  Administration  insiders  say  was 
cobbled  together  by  Labor  Dept.  offi- 
cials after  a  mid-August  demand  from 
the  White  House,  would  juice  up  a  cou- 
ple of  programs  the  President  has  tried 
to  cut  over  the  years.  Two  initiatives 
aimed  at  dislocated  workers  would  be 
rolled  into  one.  Their  funding  would  rise 


from  $750  million  a  year  to  $2  billion 
1994,  and  eligibility  would  be  increas 
The  President  also  would  create 
Youth  Training  Corps,  modeled  after 
successful  Job  Corps,  which  would 
open  closed  miilitary  bases  as  train 
centers  for  43,000  youths.  And  he  wo 
spend  $100  million  a  year  to  start  yo 
apprenticeship  programs.  Those  ini 
tives  would  cost  $1  billion  a  year, 
which  $600  million  would  be  new  mor 
Clinton,  by  contrast,  is  painting  o: 
much  broader  canvas, 
wants  to  set  up  a  national  i 
work  of  community  centers 
give  dropouts  remedial  edi 
tion  and  skill  training.  He 
proposed  a  national  apprent 
sliip  program  for  the  56%' 
students  who  don't  go  to  < 
lege.  Clinton  also  promises 
create  a  coherent  natio 
training  policy  by  coordinat 
current  schemes.  However, 
Democratic  candidate  has 
said  how  he'll  pay  for  it. 
JOB  KILLER?  Clinton's  most  c 
troversial  approach:  manda 
business  investment  in  traini 
The  idea,  practiced  in  m; 
countries,  is  to  require  lar 
companies  to  spend  1.57f 
their  payrolls  on  traini 
"That  proposal  is  a  job  desti 
er,"  charges  a  Labor  Dept.  spokesm; 

But  the  Clinton  camp  argues  t 
training  creates  more  jobs  than  it  los 
Some  experts  agree.  Carnevale's  stuc 
show  that  training  to  boost  techn 
skills  typically  triples  employee  proc 
tivity.  He  also  estimates  that  the  n 
date  would  double  current  corpor 
spending  on  training,  to  $60  billioi 
year.  Conventional  economic  wisd 
holds  that  $100,000  in  new  investme 
will  create  one  $25,000-a-year  job. 
that  logic,  Clinton's  mandate  could  i 
ate  nearly  900,000  new  jobs.  Add  in 
ripple  effect,  says  Carnevale,  and 
result  "could  be  1.8  million  new  jobs 
ter  seven  or  eight  years." 

Bush's  proposals  suggest  that  mak 
the  work  force  competitive  will  g 
prominence  as  a  campaign  issue.  X 
means  job  training  will  receive  a  bO' 
no  matter  who  wins  in  November. 

By  Aaron  Bernstein  in  New  York,  i 
Susan  B.  Garland  in  Washington 


30  BUSINESS  WEEK/SEPTEMBER  7,  1992 


Commentary/by  Mark  Maremont  and  Richard  A.  Melcher 


REMEMBER,  JOHN  MAJOR  LOOKED  LIKE  A  SURE  LOSER,  TOO 


J^^ith  the  general  election 
I^^W  drawing  near,  the  incumbent 

W^m  is  trailing  badly  in  the  polls. 
6  rosy  glow  of  victory  in  the  gulf 
r  has  faded,  replaced  by  national 
gst  about  a  sinking  economy.  But 
;  incumbent,  a  moderate 
hnocrat  who  inherited  his 
.ntle  from  a  far  more 
irismatic  leader,  seems 
f-eft  of  new  ideas.  He's 
;ing  a  revitalized  opposi- 
n  eager  to  avenge  three 
■aight  election  defeats, 
id  his  opponent  is  a  man  who  has 
igged  his  party  into  the  mainstream 
,er  years  of  left-wing  domination. 
The  current  U.  S.  campaign?  Nope. 
3  a  snapshot  from  last  spring's  elec- 
n  in  Britain.  Weeks  later,  Prime  Min- 
er John  Major's  Conservative  Party 
rged  from  behind  to  knock  off  Neil 
nnock's  hapless  Labor  Party.  Can 
ish  pull  off  a  similar  comeback?  It's 
)  early  to  tell,  but  there  are  eerie 
rallels  between  the  two  elections. 
SHT  TURNS.  To  Start  with,  the  two 
antries  have  followed  remarkably 
nilar  political  paths  in  recent  years, 
bor's  James  Calla- 
;an  won  in  1976, 
)nths  before  Jimmy 
.rter's  victory.  Brit- 
I's  1979  swing  to 
3  right  and  Marga- 
t  Thatcher  presaged 
e  Reagan  era,  and 
r  victories  in  1983 
d  1987  were  echoed 
'  Republican  tri- 
fiphs  in  the  U.  S.  a 
ar  later. 

All  that  hasn't  es- 
ped  the  notice  of 
e  Bush  camp.  "Brit- 
h  voters  decided 
ey  didn't  want  to 
rn  the  country  over 
Neil  Kinnock  and 
ibor,  no  matter  how 
uch  they  remanufac- 
red  themselves," 
ys  James  P.  Pinker- 
n,  a  Bush  campaign 
Iviser.  "The  same 
'namic  is  happening 
!re." 

That  may  be  wish- 
;1  thinking.  But  the 
ush  campaign's  tac- 
-S  strongly  echo  the 
ctorious  Major  cam- 


paign. No  coincidence:  At  a  Washing- 
ton conference  in  June,  high-level  Tory 
strategists  met  with  Representative 
Newt  Gingrich  (R-Ga.)  and  members  of 
the  Republican  National  Committee. 
Like  Bush,  Major  couldn't  run  on  his 
record.  Instead,  the  Conser- 
vatives hammered  away  at 
Labor  as  a  tax-and-spend 
party  and  portrayed  Kin- 
nock as  a  man  who  was  hid- 
ing his  extreme  left-wing 
views  to  get  elected.  Sound 
familiar?  "The  Bush  cam- 
paign is  clearly  taking  a  page  from  the 
Major  playbook,"  says  Thomas  E. 
Mann,  director  of  governmental  stud- 
ies at  the  Brookings  Institution.  "If 
you  can  make  the  alternative  look  even 
worse,  you  can  win  the  election." 

Oddly,  the  British  polls  couldn't  de- 
tect the  impact  of  the  Tory  assault. 
The  day  before  the  vote,  all  major  polls 
were  forecasting  a  Labor  plurality. 
"There  were  large  numbers  of  people 
saying  they  would  vote  Labor  for  all 
the  right  social  reasons — unemploy- 
ment, health  care,  education,"  says 
Bob  Wybrow,  political  director  of  the 


GEORGE  BUSH  AND  JOHN  MAJOR: 
SEPARATED  AT  BIRTH? 


BUSH 


MAJOR 


ess,  pragmatic  successor  to 
rismatic,  fiercely  ideological 
d  Reagan 

►  Popularity  rose  after  taking  tough 
stand  against  Iraq 

►  Economic  woes  deepened  soon 
after  he  took  office 

►  Trying  to  paint  opponent  Bill  Clinton 
as  tax-loving  liberal  in  moderate  guise 


►  Colorless,  pragmatic  successor  to  > 
the  charismatic,  fiercely  ideological  ] 
Margaret  Thatcher  ; 

►  Popularity  rose  after  taking  tough| 
stand  against  Iraq  j 

►  Economic  woes  deepened  soon  ^ 
after  he  took  office  | 

►  Painted  opponent  Neil  Kinnock  ai 
tax-loving  socialist  in  moderate  g 


Gallup  polling  organization's  British  af- 
filiate. "But  when  they  got  into  the 
booth  and  asked  themselves  whether 
they  wanted  to  pay  higher  taxes,  they 
said  no."  That's  something  for  the  Clin- 
ton folks  to  ponder. 

DIFFERENT  ENDING?  Of  COUrse,  the 

transatlantic  analogy  isn't  exact.  For 
one  thing,  Neil  Kinnock  is  no  Bill  Clin- 
ton. The  Labor  leader  had  headed  his 
party  for  nine  years,  and  his  record  of 
support  for  socialism  and  unilateral 
disarmament  was  well-known.  Labor 
also  self-destructed  on  taxes  by  spell- 
ing out  plans  calling  for  big  tax  hikes 
on  anyone  making  over  $40,000.  Clin- 
ton, by  contrast,  is  a  fresh  face  and  a 
clever  campaigner.  "Clinton  and  his 
campaign  are  far  more  adept  [than 
Kinnock]  at  dealing  with  the  give  and 
take  of  modern  attack  politics,"  says 
Geoffrey  D.  Garin,  a  Democratic  poll- 
ster. "And  Bush  is  in  bigger  trouble 
than  Major  was.  I'd  bet  on  the  same 
story  with  a  different  ending." 

Maybe,  but  Democratic  strategists, 
who  seem  unconcerned  by  the  British 
parallels,  may  want  to  note  a  few  other 
unsettling  similarities.  Both  Clinton 
and  Kinnock  have  out- 
spoken, left-leaning 
wives  who  are  vulner- 
able to  attack.  And 
Clinton's  economic 
manifesto  is  called 
"Putting  People 
First" — a  slogan  Kin- 
nock pushed  hard  in 
1984  and  1985. 

Still,  with  Bush 
claiming  victory  in  the 
cold  war  as  a  Republi- 
can triumph,  a  better 
British  precursor  for 
the  current  U.  S.  elec- 
tion might  be  the  1945 
contest  between  Win- 
ston Churchill  and 
Clement  Attlee.  Fresh 
from  victory  in  World 
War  II,  Churchill  ex- 
pected an  easy  win. 
But  weary  voters  had 
already  turned  their 
attention  to  the  tat- 
tered economy.  In  an 
upset,  Attlee  won.  Bill 
Clinton's  advisers  had 
better  hope  that  if  his- 
tory repeats  itself,  it 
will  be  47-year-old  his- 
tory, not  last  spring's. 
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ACCOUNTING  I 


THESE  WHITE  SHOES 

ARE  SPLATTERED  WITH  MUD 


Coopers  &  Lybrand  tries  to  restructure  against  a  backdrop  of  lawsuits 


Accounting  firms  are  restrained, 
buttoned-down  places,  right?  You 
wouldn't  know  it  from  the  vitri- 
olic press  releases  flying  out  of  account- 
ing firm  Coopers  &  Lybrand's  headquar- 
ters. Stung  by  the  latest  in  a  series  of 
professional  liability  suits,  Coopers  is 
rolling  up  its  sleeves  and  punching  back. 
Calling  a  suit  filed  on  Aug.  17  by  drug- 
store chain  Phar-Mor  Inc.  a  "'desperate 
ploy"  and  "a  blatant  attempt  to  twist  the 
truth,"  Coopers  is  waging  a  war  of 
words — and  plans  to  file  a  suit  of  its 
own. 

No  Big  Six  firm  has  emerged 
unscathed  from  the  torrent  of 
professional  liability  suits  filed  in 
recent  years.  But  in  an  industry 
where  image  is  everything,  Coo- 
pers has  been  hit  with  a  series  of 
high-profile  lawsuits  (table). 

In  the  latest  twist,  Phar-Mor 
says  that  because  Coopers  didn't 
follow  generally  accepted  audit- 
ing techniques,  it  failed  to  uncov- 
er an  alleged  $10  million  embez- 
zlement by  Phar-Mor  employees, 
and  failed  to  detect  what  Phar- 
Mor  says  amounts  to  $350  million 
in  overstated  net  worth.  Phar- 
Mor  took  a  write-off  for  that 
amount,  and  after  suppliers 
stopped  shipping  goods,  filed  for 
Chapter  11  protection  on  Aug. 
17.  The  same  day,  Phar-Mor  sued 
Coopers  for  compensatory  and 
punitive  damages.  It  also  wants 
the  accounting  firm  held  liable 
for  civil  actions  filed  against  the 
chain.  On  Aug.  19,  Coopers  an- 
nounced that  it  planned  to  coun- 
tersue,  and  that  Phar-Mor  man- 
agement should  get  the  blame. 
PEER  SYMPATHY.  Unfortunately 
for  Coopers,  Phar-Mor's  suit 
comes  just  as  the  firm  was  seek- 
ing to  bolster  its  image.  On  Aug. 
11,  after  a  yearlong  review,  Coo- 
l)f  rs  announced  a  "complete  stra- 
tegic repositioning"  designed  to 
focus  the  firm's  far-flung  busi- 
ness expertise  into  five  business 
lines,  streamline  and  rejuvenate 
management,  and  boost  a  flat- 
tening re\  enue  stream. 

Although  the  company  empha- 
sizes that  its  legal  problems 
aren't  behind  the  revamping,  the 


suits  surely  haven't  helped  Coopers'  im- 
age. Its  largest  legal  judgment  came  in 
a  malpractice  suit  filed  by  the  bondhold- 
ers of  failed  disk-drive  maker  MiniScribe 
Corp.  Their  suit  charged  that  Coopers 
and  others  conspired  to  overstate  Mini- 
Scribe's  financial  health.  Coopers  denies 
wrongdoing,  but  settled  with  MiniScribe 
bondholders  in  February  for  some  $40 
million,  says  Arthur  W.  Bowman,  editor 
of  the  Atlanta-based  newsletter  Boiv- 
mau's  Accounting  Report.  Coopers 
lately  settled  a  second  suit  filed  by  Mini- 
Scribe shareholders. 


COOPERS'  FREEDMAN:  CHOOSING  FEWER  MARKET  NICHES 

COOPERS'  COSTLY  CLIENT  PROBLEMS 

SILVERADO  BANKING  After  Colorado  thrift  collapsed  in 
December,  1988,  Washington  blasted  Coopers  for  not  de- 
tecting shaky  condition.  To  compensate.  Coopers  agreed  in 
June,  1991,  to  pay  the  FDIC  $20  million  over  three  years 
MINISCRIBE  Bondholders  of  failed  computer  disk-drive 
maker  sued  Coopers  for  not  catching  overstated  results. 
Coopers  settled  out  of  court  in  Feb.  for  about  $40  million 
GUARANTEE  SECURITY  LIFE  INSURANCE  Florida  regula 
tors,  steamed  after  Jacksonville  insurer  went  bust  in  1991, 
filed  suit  against  Coopers  and  others.  Coopers  said  its  ac- 
counting v^os  by  the  book.  Suit  is  pending 
PHAR-MOR  Drug  chain  is  suing  Coopers  for  not  unearth- 
ing fraud  by  senior  Phar-Mor  executives,  v/ho  allegedly  em- 
bezzled company  funds  and  reported  nonexistent  profits 


Then  there  was  the  well-publicized  c 
lapse  of  Silverado  Banking,  the  Colo 
do-based  savings  and  loan.  While  a  cc 
plaint  was  never  filed  against  Coopers 
the  Silverado  case,  the  firm  in  Ju 
1991,  agreed  to  pay  the  Federal  Depc 
Insurance  Corp.  $20  million  over  thi 
years  for  its  performance  of  Silvers, 
audits.  And  Coopers  is  one  of  many  ■ 
fendants  in  an  ongoing  suit  filed  by  1 
Florida  Insurance  Dept.  on  behalf 
policyholders  of  the  insolvent  Guarani 
Security  Life  Insurance  Co.,  based 
Jacksonville,  Fla.  Coopers  is  char^i 
with  breach  of  fiduciary  duty,  ne; 
gence,  and  breach  of  contract.  It  den 
wrongdoing. 

Coopers'  peers  can  sympathize  w 
its  legal  woes.  The  Big  Six  say  tl 
spent  $477  million  on  litigation  costs 
1991,  up  from  $404  million  in  1990.  W 
the  leap?  "The  wall  of  invincibil 
around  auditing  firms  has  collapse^ 
says  Richard  D.  Greenfield,  senior  p; ' 
ner  in  Greenfield  &  Chimicle^ 
law  firm  based  in  Haverford, 
TRUER  FOCUS.  To  adapt,  Coopc 
like  many  of  its  peers,  is  narrc 
ing  the  focus  of  its  business 
niches  where  its  practice  is  stv 
gest,  such  as  benefits  consultii 
"We  needed  to  limit  our  focus 
marketplaces  where  we  wani 
to  compete,  so  that  wherever 
went,  we  had  depth  and  qualit 
explains  Coopers  Chairman 
gene  Freedman.  It  will  also 
to  become  more  relationship-di 
en,  by  requiring  all  partners 
have  client  responsibility.  In 
past,  some  lO'r  of  Coopers  p£ 
ners  did  only  administrati 
work. 

Freedman  says  that  the  fin; 
cial  benefits  of  the  reposition) 
will  be  "absolutely  dramati 
Coopers  could  use  a  financ 
boost.  Its  revenues  were  close 
flat  from  1990  to  1991,  at  ab( 
$1.47  billion,  after  five  years 
double-digit  growth,  estima 
Bowman.  That's  par  for  t 
course  in  the  industry,  thanks 
the  recession.  "But  partly, 
because  the  firm  was  in  a  trai 
tion  of  management  and  lacke- 
true  focus,"  says  Bowman. 

Freedman  says  the  chanj 
have  the  support  of  his  peers 
Coopers.  The  partners'  oi 
question,  he  says:  "How  fast  ( 
we  do  it.  Gene?  "  With  reveni 
flat,  litigation  continuing, 
the  recession  lingering,  his  b 
response  might  be:  as  fast 
you  can. 

By  Suzanne  WooUey  in  New  Yc 
with  Zachary  Schiller  in  Clevek 
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HowTo  PassThe 
Bar  Exam. 


kan  this  bar  code  with  your  eye 
Notice  how  clearly  defined  its  — 
haracters  are  A  scanner  will  find 
no  trouble  in  this  bar 


0 


Our  high-quality  toners 
virtually  eliminate  "bridging" 
between  scan  lines. 


7023 


These  days,  there's  a  code  we  all  must  live  by. 
he  bar  code.  And  as  common  as  the  bar  code  is,  it 
the  very  devil  to  render  properly  One  tiny  error,  and 
spool  of  thread  becomes  an  entire  suit. 

Lexmark  strives  to  surpass  the  precision  that  is 
(pected  of  our  IBM®  toners.  The  IBM  toners  that  many 
idustries  rely  upon  for  crisp  bar  codes  can  make  your 
tinting  look  sharp,  too.  Insist  on  original  IBM  toners 
y  Lexmark.  You'll  be  using  the  best,  bar  none. 

To  order,  to  locate  the  dealer  nearest  you,  or  to 
xeive  your  free  catalog,  call  1-800-438-2468,  ext.  50. 
n  Canada,  caU  1-800-663-7662.) 

Lexmark  Intemational,  a  former  subsidiary  of  IBM, 
.  an  independent,  worldwide  company  that  develops, 
lanufactures,  and  markets  IBM  personal  printers,  IBM 
/pewriters,  related  supplies  and  keyboards. 


16404 


An  impressive  lineup.  Our  toners 
perform  in  extreme  temperatures. 
Nice  to  know  when  your  printers 
on-line  for  hours  on  end 


4 


Perfect  consistency  of  blackness 
from  beginning  to  end  is  typical  of 
IBM  toners  by  Lexmark. 


IBM  Supplies  by 

Lexm^vrk 


Make  Your  Mark 


IBM  is  a  registered  trademark  of  Intemational  Business  Machines  Corporation  in  the  United  States  and/or  other  countries  and  is  used  under  hcense. 
Lexmark  is  a  trademark  of  Lexmark  Intemational,  Inc.  ©  1992  Lexmark  Intemational,  Inc. 


AIRLINES I 


FLYING  DOWN 
TO  HOUSTON? 


Air  Canada  is  readying  a  bid  for 
Continental — and  it  has  a  chance 


Cull  it  the  return  of  Mollis  Harris. 
Just  12  months  after  losing  his  job 
as  chief  executive  at  Continental 
Airlines  Inc.,  Harris  is  back — in  a  fash- 
ion. Now  CKO  at  Air  Canada,  Harris  is 
preparing  a  bid  for  Continental.  Govern- 
ment watchdogs  and  airline  insiders  say 
Air  Canada  will  join  two  Texas  investors 
to  offer  $400  million  for  717'^  of  the  trou- 
bled carrier.  Such  a  bid  would  top  two 
others  foi-  Continental — one  by  Houston 
investor  Charles  Hurwitz  and  a  second 
by  Alfredo  Brener,  whose  family  owns  a 
stake  in  Mexicana  Airlines. 

Air  Canada,  which  lost  $240  million  in 


its  first  half,  is  no  white 
knight.  But  its  bid  isn't  bad. 
The  Hurwitz  offer  includes 
just  $25  million  in  equity, 
while  Air  Canada's  includes 
$100  million,  half  from  the 
airline  and  half  from  Fort 
Worth  investors  David  Bon- 
derman  and  James  G.  Coul- 
ter. "It's  certainly  less  de- 
sirable than  having  a  Brit- 
ish Airways  invest  in  you," 
says  analyst  Philip  Bagga- 
ley  at  Standard  &  Poor's 
Corp.,  but  he  calls  Air  Canada's  offer 
the  best  so  far.  Counters  a  Hurwitz 
spokesman:  "Continental  doesn't  need 
an  alliance  with  a  money-losing  carrier." 
SURVIVOR.  Since  taking  Air  Canada's 
top  job  in  February,  Harris  has  desper- 
ately sought  to  position  the  airline  for 
survival  in  a  world  increasingly  dominat- 
ed by  megacarriers.  It  serves  a  market 
107"  the  size  of  the  U.  S.  and  is  thought 
too  small  to  go  it  alone.  Earlier  plans  for 
a  merger  with  Canadian  Airlines  fell 


HARRIS'  BID  OFFERS  THE 
MOST  EQUITY  SO  FAR 


through  on  Aug.  14. 
Canada  recently  annoum 
a  marketing  link  with  Ui 
ed  Airlines  Inc.,  and  a  st£ 
in  Continental  would  giv( 
a   firmer  position  in 
U.  S.  market  and  help  it 
costs  by  combining  so 
operations.  Sources  say  . 
Canada  considers  it  a  "w 
win  situation." 

Still,  some  warn  that  . 
Canada,  already  highly 
veraged,  endangers  its 
by  buying  into  an  airline  that's  financ 
ly  weak,  too.   Michael  Tretheway, 
transportation  expert  advising  the  Ca 
dian  government,  notes  that  Continen 
"has  been  a  bottomless  pit  for  a  lot 
investors."  At  the  least,  a  third  bid  n 
well  inspire  still  others  to  come  in 
kick  the  tires.  Says  a  lawyer  for 
creditors:  "The  more  the  merrier." 

By  Seth  Payne  in  Washington,  Willi 
C.  Symonds  in  Toronto,  and  And: 
Rothman  in  New  York 


TOYS  I 


CLASH  OF 
THE  TITANS 


Sega  won  the  last  bout,  but 
Nintendo  is  pumped  for  a  rematch 


A battle  is  buzzing  and  zapping  the 
video-game  business.  In  this  cor- 
ner, the  martial-arts  superstars 
of  Street  Fighter  II.  In  that  corner,  a 
speedy  blue  hedgehog  named  Sonic. 
Thanks  to  a  summer  price  war  and  lots 
of  hype,  the  two  sides  are  set  to  wage  a 
brutal  Christmas  battle,  pitting  Street 
Fighter's  Nintendo  Co.  against  Sonic's 
Sega  Enterprises  Ltd. 

Until  recently,  Nintendo  essentially 
owned  the  video-game  business.  The 
Nintendo  Entertainment  System  and  its 
software  accounted  for  $3.2  bil- 
lion of  the  market's  $4.2  billion 
in  1991  U.  S.  sales,  estimates 
Sean  P.  McGowan,  an  analyst  at 
Gerard  Klauer  Mattison  &  Co. 

Indeed,  Nintendo  barely  faced 
any  competition  at  all — until  last 
Christmas.  Then,  Sega's  Genesis 
System,  which  uses  a  16-bit  mi- 
croprocessor instead  of  the  slow- 
er 8-bit  chip  in  the  original  Nin- 
tendo sy.stem,  took  off,  thanks  to 
its  low  price  of  $149.  Nintendo's 
own  16-bit  entry,  the  Sujjer  NES, 
sold  for  $179."  Boosted  by  its 
price  difference  and  the  populari- 
ty of  Sonic  the  Hedgehog,  who 


fights  an  evil  scientist.  Genesis  emerged 
from  the  Yule  season  outselling  the  Su- 
per NES  in  most  stores  by  as  much  as 
407,  according  to  market  researchers. 
SECRET  WEAPON.  But  this  summer,  Nin- 
tendo has  come  brawling  back.  In  July, 
it  cut  its  hardware  price  to  as  little  as 
$99,  partly  by  eliminating  a  free  game, 
worth  about  $40,  that  was  usually  in- 
cluded with  the  hardware.  Sega  quickly 
matched  the  price.  So  far,  though,  Nin- 
tendo is  winning  this  round,  because  of 
Street  Fighter  II  by  Japan's  Capcom 
Co.,  released  in  July  and  already  the 
summer's  biggest  hit. 

Now,  Sega  is  preparing  a  counterat- 
tack by  signing  up  software  houses  that 
once  worked  only  for  Nintendo.  This 
year,  Acclaim  Entertainment  Inc.  and 
Jat)an's  Konami  Co.  produced  games  to 

SEGA  MAY  OFFER  ITS  OWN  VERSION  OF 
NINTENDO'S  SUMMER  BEST-SELLER 
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run  on  Sega  machines.  And  the  Indus 
is  rife  with  rumors  that  Nintendo  sup 
er  Capcom  is  readying  a  Genesis-comf 
ible  Street  Fighter  II.  The  two  will  s 
only  that  they  are  talking. 

Handicapping  the  Christmas-seas 
winners  is  hard,  because  both  rivals  ; 
readying  a  spate  of  new  products.  S( 
is  betting  on  Sonic  2,  a  sequel  to  its  ft 
paced  best-seller,  along  with  its  o 
fighting  game,  Streets  of  Rage  II.  ^ 
tendo  is  promising  Super  Mario  Paint 
drawing  program  that  includes  a  c( 
puter-style  mouse,  for  $60,  and  a  ga 
that's  based  on  the  Road  Runner  c 
toon  series. 

Sega  may  hold  the  ultimate  weap 
This  fall,  it  will  unveil  a  $299  comp; 
disk  attachment  that  will  play  eiti 
standard  music  CDs  or  live-action  vie 
software — which  would  dramatically 
prove  the  quality  of  games  dei 
oped  for  the  machine.  Nintei 
thinks  Sega  is  jumping  in 
soon  and  plans  to  introduce 
answer  in  1993:  a  $200  packi 
that  it  promises  will  have  bet 
video  quality.  But  Sega's  1 
linske  notes  that  by  hitting 
market  first,  Sega  has  aires 
attracted  such  high-end  softw: 
shops  as  Electronic  Arts,  Sie 
On-Line,  and  Sony  to  furn 
games.  Nintendo,  he  says, 
going  to  be  quite  surprif 
when  they  see  the  quality 
these  games."  And  that  mean 
new  clash  in  which  Sega  co 
once  again  become  lord  of  the  vii 
battlefield. 

By  Richard  Brandt  in  San  Franci 


If  s  time  to  switch  to 
the  No-Fee  IRA  from 
Charles  Schwab. 

You've  probably  noticed. 

Just  when  investors  need  reduced  costs  and  increased 
convenience,  full -commission  brokers  are  coming 
up  with  more  ways  to  charge  more  fees.  There  are  full 
commissions  for  trading,  fees  for  not  trading,  and 
annual  fees  of  up  to  $100. 

And,  of  course,  an  annual  fee  on  your  IRA. 

That's  why  we  developed  the  Schwab  No -Fee  IRA. 

Right  now,  if  you  bring  your  IRA  worth  more  than 
$10,000  to  Schwab  you'll  never  pay  an  annual  fee  again. 
Guaranteed.  For  the  rest  of  your  life.  In  addition, 
you'll  be  able  to  save  up  to  76%  on  commissions.^- 


Schwab  Value  at  a  Glance 

Charles 
Schwab 

Merrill 
Lynch 

Shearson 
Lehman 

Dean 
Witter 

IRA  Annual  Fee 
(Assets  over  $10,000) 

None 

$35-100* 

$40 

$30 

Additional  Fees 
per  Transaction 

None 

$4.85 

$3.85 

$2.35 

Commission 
100  Shares  a  S30 

$55 

$85 

$83 

$83 

Commission 
500  Shares  e  $20 

$110 

$238 

$246 

$230 

■Fet-  IS      (jf  balance  with  a  minimum  of  $.35  and  a  maximum  of  $100 
tSurvey  conducted  by  Charles  Schwab  &  Co ,  Inc  July  1992 
Schwab  stock  transactions  subject  to  a  $39  minimum  commission 


With  a  Schwab  IRA  you  can  invest  your  retirement 
funds  in  a  wide  range  of  securities  such  as  stocks, 
bonds,  CDs  or  over  600  mutual  funds  from  some  of 
the  most  popular  families. 

Finally,  no  matter  how  many  IRAs  you  have,  we've 
made  it  easy  to  transfer  them  all  to  Schwab.  A  simple, 
toll-free  phone  call  starts  the  process.  We  think  our 
No-Fee  IRA  is  just  one  more  way  of  proving— It's  time 
to  come  to  Schwab. 

Visit  your  local  Schwab  office  or  call  our  toll-free 
number  any  time,  any  day. 

1-800-442-5111  Ext.  317 

No-Fee  M 

Charles  Schwab 

Helping  Investoi-s  Help  Themselves" 

Charles  Schwab  &  Co.,  Inc.  ©  1992  .Member  SIPC/NYSE 


ENTERTAINMENT  I 


ON  THE  ROAD  AGAIN 

—BUT  WHERE  ARE  THE  FANS? 


Pop  music  tours  ai"e  ttymg  low  prices  and  gimmicks  to  sell  tickets 


e's  one  of  the  music  world's  most 
identifiable  stars.  Flashy,  hip, 
and  with  album  sales  of  more 
than  22  million  in  the  past  three  years, 
rapper  Hammer  was  a  natural  to  pitch 
Pepsi  and  Kentucky  Fried  Chicken  to 
America's  youth.  But  when  the  30-year- 
old  Oakland  (Calif.)  native  traveled  not 
long  ago  to  Denver's  Fiddler's  Green 
Amphitheater,  he  was  greeted  by  more 
than  7,000  empty  seats — nearly  half  the 
house. 

Nowhere  are  America's  consumers 
more  fickle  than  on  the  concert 
trail.  And  after  suffering  in  1991 
through  one  of  their  worst  years  in 
history,  promoters  of  country,  pop, 
rock,  and  rap  concerts  were  count- 
ing on  a  big  1992.  Pop  perennial 
Neil  Diamond,  after  all,  planned  a 
national  tour.  Country  heartthrob 
Garth  Brooks  had  booked  a  tour, 
too.  And  Bruce  Springsteen  was  go- 
ing out  for  the  first  time  since  1989. 
But  a  funny  thing  happened  on  the 
way  to  the  stadiums.  While  Dia- 
mond, Bruce,  and  Brooks  can  still 
pack  'em  in,  many  of  the  music  in- 
dustry's biggest  stars  are  playing  to 
row  after  row  of  unsold  seats. 
SMALLER  PIECES.  It's  not  a  repeat  of 
last  year's  disaster,  because  many 
promoters  are  holding  down  ticket 
prices  and  dreaming  up  new  mar- 
keting gimmicks.  So  far  this  year, 
overall  ticket  sales  are  up  by 
over  1991,  to  $497  million,  according 
to  the  trade  publication  Amuse- 
ment  Business.  Indeed,  sales  are 
slightly  ahead  of  record-setting 
1990.  But  because  the  industry  has 
booked  more  acts  this  year,  the  av- 
erage gross  per  show  has  fallen  nearly 
25^'  from  two  years  earlier. 

"The  triple-A  acts  are  selling  as  well 
or  better  than  I've  ever  seen,"  says  Lou- 
is Messina,  president  of  Houston-based 
Pace  Concerts,  which  books  for  seven 
amphitheaters  around  the  country.  "But 
the  farther  you  fall  from  that  tier,  the 
tougher  it  is  to  scrape  up  a  good  crowd." 
That  means  slow  going  for  the  likes  of 
Paula  Abdul  and  Ringo  Starr.  Even  Ire- 
land's U2,  whose  Zoo  Tour  has  made 
headlines  for  weeks,  is  having  trouble 
selling  tickets  for  dates  in  the  recession- 
racked  Midwest. 

As  Tom  Ross,  who  heads  the  music 


unit  of  Creative  Artists  Agency  Inc., 
puts  it,  "the  market  is  just  plain  too 
crowded."  To  steer  clear  of  the  traffic, 
some  acts  have  opted  out  this  year.  De- 
spite two  well-received  albums,  pop  vo- 
cal trio  Wilson  Phillips  canceled  a 
planned  tour.  So  did  hard-rock  dinosaurs 
KIS.S,  who  may  hit  the  road  if  sales  of 
their  latest  album,  Revenge,  pick  up. 

Some  acts  that  were  supposed  to  hit 
home  runs  this  summer  are  settling  for 
singles.  Hammer  accepted  a  sharply  re- 
duced guaranteed  fee  to  appear  in  Den- 


are  holding  the  line  on  ticket  prices.  A: 
even  Los  Angeles-based  ticket  sel 
Ticket  Master,  which  has  a  virtual  Ic 
on  the  ticket  concession  in  many  cities, 
in  some  cases  cutting  its  service  fee 
move  hard-to-sell  seats.  In  other 
stances,  promoters  are  resorting  to  fj 
ly  desperate  gimmicks.  Promoters  1 
'70s  retreads  Emerson  Lake  &  Pain- 
culled  music-magazine  subscriber  lists 
send  out  50,000  postcards  advertisi 
seats  for  the  reunion  tour. 

More  successful,  suggests  Scott  Sai 
ers,  executive  producer  at  Radio  C 
Music  Hall  Productions,  are  the  bar 
and  promoters  who  realize  that  "for  $: 
the  fan  is  looking  for  more  than  a 
minute  show."  Thus,  the  move  towE 
package  tours,  in  which  two  or  more  b 
name  acts  go  out  together.  Vinta 
rockers  Eric  Clapton  and  Elton  Jo 
joined  forces  for  shows  in  New  York  a 
Los  Angeles.  The  most  extreme  exa 


THE  BANDS  OF 

S 


WILSON  PHIUIPS 

TOUR  UNCEUD 

KISS 

TOUR  POSTPONED 

DISAPPOINTING  CROWDS 

FMIU  ABDUL 

DISAPPOINTING  CROWDS 

RINGO  SURR 

DISAPPOINTING  CROWDS 

BONO  OF  U2:  EVEN  THE  BIGGEST  DRAWS  FACE  EMPTY  SEAT 


ver,  says  Barry  Fey.  head  of  Fey  Con- 
certs, which  booked  the  rapper  at 
Fiddler's  Green.  Because  of  rising  costs, 
hard-rock  heroes  Guns  N'  Roses  and  Me- 
tallica,  which  have  been  touring  together 
this  summer,  have  netted  less  than 
$200,000  apiece  for  each  of  their  giant 
stage  shows.  A  year  ago,  GXR  cleared 
some  $1  million  a  night. 
TIRED  REUNION.  And  despite  all  the  talk 
of  a  country  revival,  not  even  Brooks  is 
immune.  He  has  priced  his  top  tickets  at 
$17  apiece,  only  $2  more  than  he  asked 
last  year,  and  far  less  than  many  pro- 
moters expected  a  star  of  his  magnitude 
to  charge.  Following  his  lead,  other  acts 


pie:  Lollapalooza,  the  second  anm 
Woodstock-to-go  carnival  of  sidesb 
entertainment  and  seven  "alternativ 
rock  groups.  Featuring  the  Red  t 
Chili  Peppers  and  the  Jesus  and  Mj 
Chain,  the  nine-hour  minifestival  \ 
sold  out  13  of  its  first  14  shows,  wh 
are  held  in  relatively  small  venues. 

Most  tours,  though,  don't  have  it 
good.  The  Grateful  Dead,  the  industr 
top  concert  attraction  last  year,  recen 
canceled  20  shows  when  leader  Je( 
Garcia  took  ill.  No  doubt  that  made 
few  promoters  feel  a  little  sickly,  toO; 

By  Ronald  Grover  in  Los  Angeles,  w 
Harris  Collingwood  in  Xew  York 
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What's  new  at 
L.L.Bean? 

St  open  our  latest  catalog, 
'u'll  see  new  apparel 
th  bold  designs 
d  rich  colors,  as 
i\\  as  exciting  new 
oducts  for  both 
)me  and  outdoors... 
je  by  side  with  all 
e  time-tested 
L^.Bean  classics. 


9^ 


vpts  and  Pullovers 


What  isn't? 

ilue,  service,  quality  and  an  80-year  commitment 

100%  customer  satisfaction.  These  ideals  have  •    »  ^ 

iver  changed.  For  your  free  catalogs,  JiJ*  J3wSUa 

ease  use  this  coupon  or  call  us  at  n  Please  send  me  my  free  catalogs. 

800-543-9071.  I 

I 
I 
I 

I  L.L.Bean,  Inc. 

Casco  St..  Freeport.  ME  04033 


Name 

Address 

Aot. 

Citv 

State 

ZiD 

i 
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ROCKIH' ARaiffiD 
THE  WORLD  .  . 


HeQrtt)r:eak  Hotel  may  be  a 
classic  rocker,  but  Elvis'  hit 
also  helps  hold  down  the 
trade  deficit.  Every  song 
published  or  recorded  in  the 
U.S.  and  played  overseas 
generates  revenues  that 
get  figured  into  the  trade 
accounts.  Here  are  the  latest 
figures  available  for  the 
worldwide  royalties  race 

Total  1989^  Royahy 
royolties   market  sbote 


U.S.  $1004 
Germany  575 
France  397 
Britain  389 
Jo 


28.1% 

16.1 

11.1 

10.9 

10.2 


DATA;  NATIONAL  MUSIC  PUBLISHERS  ASSN 


TOYOTA:  OH,  WHAT  A 
ROTTEN  FEELING 


►  Toyota  Motor  is  makinj;  the 
wrong  kind  of  headlines. 
First,  Consumer  Reports  rec- 
ommended that  owners  of 
1987  to  1991  Toyota  Camrys 
keep  tools  in  the  car  to  break 
a  window  if  the  power  door 
locks  jam.  The  company's 
dealers  now  will  temporarily 
convert  the  ])ower  locks  to 
manuals  for  free  while  the 
carmaker  figures  out  what 
the  problem  is. 

Then,  on  Aug.  2H,  Toyota 
announced  that  for  the  second 
year  running,  profits  declined 
from  the  previous  year.  Its 
consolidated  pretax  profit  fell 
407',  to  $34  million,  on  reve- 
nues of  $8.1  billion,  a  3.1',  ■ 
gain.  The  modest  increase  in 
sales  came  strictly  from  high- 
er prices:  Unit  sales  actually 


dropped  slightly,  to  4.5  million 
vehicles  worldwide.  The  com- 
pany also  said  it  didn't  expect 
an  earnings  improvement 
next  year. 


GM  BITES  THE 
HEALTH  CARE  BULLET 


►  A  year  from  now.  General 
Motors  will  bargain  over  jobs 
and  benefits  with  the  United 
Auto  Workers.  But  instead  of 
asking  blue-collar  workers  to 
be  the  first  to  tighten  their 
belts,  GM  is  cutting  health 
care  benefits  for  190,000 
white-collar  workers  and  retir- 
ees. GM  told  staffers  on  Aug. 
24  that  they  will  have  to  pay 
insurance  premiums  for  the 
first  time  and  pony  up  bigger 
co-payments  and  deductibles. 
The  efforts  to  trim  the  compa- 
ny's $3.4  billion  health  care 
tab  is  part  of  a  broad  plan  to 
slash  costs  after  GM  lost  $4.45 
billion  last  year. 


TWA  TAXIS  TOWARD 
SOLVENCY— MAYBE 


►  Now  that  pilots  have  joined 
machinists  and  flight  atten- 
dants in  agreeing  in  principle 
to  a  recapitalization,  Tr'ans 
World  Airlines  is  closer  to 
emerging  from  bankruptcy. 
CEO  Carl  Icahn  will  give  up 
his  907'  stake  in  the  airline 
and  kick  in  $200  million  to 
help  finance  the  carrier's  un- 
derfunded pension  plan.  In  ex- 
change for  157  wage  cuts, 
employees  will  get  457  of  the 
airline.  Creditors  will  get  557 . 
But  pension-plan  regula- 


I'LL  TRADE  YOU  JOHN  DOE  FOR  JOE  SIX-PACK 


Forget  Andy  Warhol's  line 
about  everyone  being  famous 
for  15  minutes.  The  truth  is,  in 
the  future,  everyone  and  every- 
thing will  have  their  picture  on  a 
trading  card.  During  Operation 
Desert  Storm,  A-10  Warthogs 
and  Stormin'  Norman  Schwarz- 
kopf were  immortalized  on 
pasteboard.  Then  came  a  set  of 
serial-killer  cards.  And  now  we 
can  collect  football  cheerleaders. 

Lime  Rock  International  has  just  unveiled  a  set  of  car 
featuring  Los  Angeles  Raiderette  Kimiko  Tanaka,  New  C 
leans  Saintsation  Lori  Angela  Carroll,  and  Dallas  Cowbc 
cheerleader  Amy  Merriman-Lemon,  among  others.  On  t 
front:  fetching  photos  of  the  entertainers.  The  backs  featu, 
biographical  tidbits.  Merriman-Lemon  wants  to  be  a  doct(j 
Carroll  aims  for  a  career  in  psychology.  And  when  those  n(j 
beer-vendor  cards  come  out,  we'll  learn  what  that  guy  workiij 
the  cheap  seats  really  wants  to  do  with  his  life.  | 


tors,  who  insist  Icahn's  contri- 
bution "falls  far  short"  of 
covering  TWA's  pension  liabil- 
ity, could  hold  up  a  reorgani- 
zation. And  with  or  without  a 
recap,  many  industry  observ- 
ers question  twa's  viability  as 
an  independent  airline. 


THE  DIET  DOYENS  ASK 
FOR  SOME  AD  RULES 


►  The  ads  for  diet  programs 
such  as  Jenny  Craig  or 
Weight  Watchers  promise  a 
new,  slimmer,  happier  you. 
But  they  fail  to  mention  that 
within  a  couple  of  years, 
you'll  probably  gain  back  vir- 
tually all  the  weight  you  lost. 
That's  why  the  Federal  Trade 
Commission  is  probing  the  ad- 
vertising and  promotional 


practices  of  the  $33  billi 
diet  industry. 

But  five  leading  diet  com{ 
nies — Jenny  Craig,  Nutri/Si 
tem,  Physicians  Weight  Lo 
Center,  the  Diet  Center,  a 
Weight  Watchers — beat  t 
FTC  to  the  punch  on  Aug. 
They  asked  the  agency  to  s 
industrywide  advertising  stc 
dards.  Critics  say  the  indust 
is  trying  to  delay  FTC  actic 
but  the  companies  reply  tfl; 
they  simply  want  a  clear,  ui 
form  set  of  rules. 


SCOPING  CD  P0TENTI4 
AT  KODAK 


►  Now  that  its  Photo  CD! 
available  for  storing  babj 
picture,  Eastman  Kod 
wants  businesses  to  show 
their  babies  on  the  syst< 
too.  The  commercial  vers] 
of  Photo  CD  stores  sound 
words  along  with  photi 
inedical  X-rays,  and  oth 
graphics. 

Kodak  is  also  setting  up 
network  to  distribute  el 
tronic  snapshots  to  ad  ag' 
cies  and  other  business^ 
Called  the  Kodak  Picture 
change,  it  allows  photo  bi 
ers  to  scan  stock  photos.  A 
home  buyers  can  previ' 
homes  through  the  exchar 
via  personal  computer  anc 
telephone  hookup. 
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'A.  Let^get  down  to  business.  24  hours.  That's  all  we  get.  And  still  for  some,  it's  just  not  enough.  Now  of  course,  we 
GTE  don't  presume  to  tell  you  how  to  spend  your  time.  J  ust  how  to  save  it.  The  way  we  see  it,  the  phone  is  the  shortest 
tance  between  a  problem  and  a  solution.  Unlike  a  memo  or  business  letter,  it  allows  you  to  deal  with  problems 
mediately.  And  get  results  immediately.  Compared  to  a  personal  sales  call,  it  not  only  can  save  you  a  bundle  of 
le,  but  a  bundle  of  that  other  precious  commodity.  It  lets  you  sell  faster.  Distribute  faster.  Collect  money  faster.  Go  to 
ich  faster.  See  your  front  door  faster.  Need  we  go  on?  Because  after  all,  it's  about  time.  Isn't  it? 


THE  POWER  IS  ON 


INDIANAPOLIS      IXTAi'A      KANSAS  CITY      KAUAI      KYOTO     LOS  ANGELKS     M AN  1  LA     MANZANII.LO     MAUI      MAZATLAN      MEXICO  CITY     MONTERREY      NEW  ORLEANS 

) 

1 
3 

3 

I     If  The  Wall  Street 
Journal  were  a  liotel, 
it  woula  oe  aWtstin. 


Westin  is  more  than 
a  luxury  hotel,  it's  a 


(usiness  resource 


de- 


Signed  fissTssss_^j~^  for 


frequent  travelers  like 
you.  Every  service  we 


offer  is  geared  to  help  you  work  as  comfortably  and  efficiently 


We.itin  .1  hiu<ine,i,i 
ainenitici  include 
coinputer.i.  voice 
mail,  full-,iized 
de^ikti.fax  itmchine.i 
am)  e.vpre.i.i 
checkout. 


on  the  road  as  you  do  j^j^^ack  at  the  office.  If 
there's  a  smarter  way  to  get  things  done,  you  II  find 


it  first  at  Westin.  For  reservations, 


call  your  travel  consultant  or  (800)  228-3000. 


Westin 

Hotels  8.  Resorts 


WINNIl'EC.      WASHINGTON,  n  C       VITflRlA      VANCOUVER     VAIL     TULSA      TUCSON     TORONTO     TOKYO     TIKAL     TAIWAN     SINGAPORE     SHANGHAI      SEOUL  SEATTLE 
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USH'S  ECONOMIC  PLAN: 

HERE  DOES  HE  GO  FROM  HERE? 


ike  many  undecided  voters,  Rogers  Wade  tuned  in  to 
George  Bush's  acceptance  speech  hoping  to  learn  of  the 
President's  plan  for  spurring  economic  growth.  But  in- 
1  of  hearing  "something  that  reassured  me,"  the  Atlanta 
less  consultant  felt  his  unease  increase.  "I'm  not  sure  I 
1  an  economic  plan,"  he  says.  "I  must  have  gone  to  the 
■oom  or  something."  Less  interested  in  the  collai)se  of 
aunism  than  in  the  slumping  economy,  the  disai)pointed 
Bush  backer  is  now  seriously  considering  a  switch  to 
ocrat  Bill  Clinton. 

lat's  hardly  the  reaction  White  House  strategists  expect- 
om  Bush's  Aug.  20  speech  in  Hous- 
But  the  response,  as  measured  by 

and  political  pros,  suggests  that 
i  the  Republicans  successfully  used 

convention  to  raise  doubts  about 
Clinton's  character  and  experience, 
failed  to  quell  doubts  about  Bush's 
y  to  revitalize  the  economy.  "It  was 
ecific,  undefined,  unclear,  and  un- 
i,"  says  Democratic  consultant  Ann 
ewis.  "It  underlined  what  people 

like  about  George  Bush." 
•ETAILS.  Daily  polls  taken  during  the 
ention  had  shown  Bush  gaining  on 
on,  and  the  President's  aides  ex- 
id  the  speech  to  close  the  gap.  In 


,  Bush's  momentum  collapsed  as  the  GOP  powwow  ended. 
3S  News/New  York  Times  poll  taken  Aug.  23-24  gave 
on  a  55%-to-39%  lead,  virtually  unchanged  from  a  precon- 
ion  survey.  "After  the  speech,  things  eased  up  for  us," 
Sam  Popkin,  a  Clinton  pollster.  "Every  single  postconven- 
poll  showed  a  bigger  gap  than  the  midconvention  polls." 
le  surveys  contained  ominous  news  for  the  President. 
CBS/Times  poll  showed  Bush  cutting  into  Clinton's  lead 
in  the  South.  The  Democrat  leads  59%  to  34%  in  the 
heast,  56%  to  41%  in  the  north-central  region,  and  60%  to 
in  the  West.  While  95 7o  of  those  surveyed  said  the  nation 


needs  "real  change,"  only  15%  believe  Bush  will  deliver  it,  vs. 
61%  for  Clinton. 

The  major  political  prolilem  with  Bush's  economic  potpour- 
ri is  the  lack  of  anything  that  voters  can  get  their  arms 
around.  He's  promising  an  "across-the-board"  tax  cut  but  offers 
no  details.  And  Administration  officials  still  can't  explain  how 
a  gimmicky  deficit-reduction  tax  check-off  would  work. 

Independent  analysts  are  unimpressed  by  Bush's  echo  of 
Ronald  Reagan's  1980  tax-cut  crusade.  "You're  playing  a  record 
that's  12  years  old,"  says  Carleton  College  i)olitical  scientist 
Steven  Schier.  "The  sound's  scratchy,  the  melody  is  hard  to 
hear,  and  people  don't  want  to  listen  to 
it  anymore."  A  Gallup  Poll  conducted 
the  weekend  after  the  convention  con- 
firms such  doubts.  It  found  that  61%  of 
voters  were  convinced  that  Bush  would 
raise  taxes,  not  lower  them,  if  reelected. 
After  reading  Bush's  lips  once  again,  a 
solid  majority  concluded,  for  now,  that 
Clinton  would  be  l>etter  at  handling  both 
taxes  and  the  deficit. 

Still,  GOP  strategists  lielieve  Bush's 
economic  plan  draws  a  sharp  distinction 
between  him  and  Clinton.  "It's  an  ex- 
cellent program,  politically,"  says  senior 
campaign  adviser  Charles  Black.  "It'll 
cut  taxes  and  cut  spending,  and  [the 


Democrats]  have  promised  to  raise  taxes  and  raise  spending.' 

The  Republicans  plan  to  keep  hammer-ing  this  theme  home. 
Portraying  themselves  as  the  party  of  low  taxes  has  worked 
three  times,  and  it  could  yet  succeed  this  year".  That's  especial- 
ly important  because  there's  growing  evidence  that  voters  ai-e 
far  less  interested  in  Bush's  assault  on  Democrats'  supposed 
lack  of  "family  values"  than  they  are  in  hearing  what  the 
President  plans  to  do  to  fix  the  economy.  Voters  want  to 
know  a  lot  more  about  the  President's  new  economic  program 
before  they'll  take  another  swig  of  the  Repulilican  elixir. 

Bi/  Ricluud  S.  Dunhwn 


ITALWRAPUPI 


HOCRATS 


I  ill  Clinton  is  demonstrating  a  knack 
'for  picking  up  support  in  unlikely 
ces.  It  showed  up  big  during  the 
Dublican  convention:  Eight  erstwhile 
'  activists  from  the  Republican  re- 
ibt  of  Orange  County,  Calif.,  en- 
sed  the  Democrat  even  while  Clin- 
ites  in  Little  Rock  were  revealing  a 
of  supporters  among  the  nation's 
)s  that  went  beyond  the  relatively 
all  numl)er  of  Democratic  corporate 
eftains.  Now,  the  Clinton  campaign 
making  a  big  push  for  similar  an- 
mcements  from  other  Republicans, 
;iness  executives,  and  entrepreneurs 
m  all  over  the  country.  One  fertile 


territory:  recession-torn  Silicon  Valley. 
Prominent  venture  capitalist  Alan  J. 
Patricof  is  helping  to  recruit  high-tech 
support. 

One  big  fish  the  Clinton  team  hopes 
to  land  is  Apple  Computer  Inc.  Chief 
Executive  John  Sculley.  An  Apple 
spokesperson  says  Sculley,  who  is  vaca- 
tioning, hasn't  committed.  But  Sculley 
is  acquainted  with  Clinton  and  has 
worked  with  wife  Hillary  on  children's 
causes.  And  some  Apple  executives 
are  helping  Clinton  staffers  draft  a 
high-tech  policy.  Clinton's  drive  will  in- 
tensify in  September,  when  the  candi- 
date plans  a  meeting  with  a  group  of 
major  corporate  executives,  hoping  for 
a  flock  of  endorsements. 


FIGHTING  HISTORY? 

By  suggesting  that  women  belong  home 
with  their  kids,  Marilyn  Quayle  and  the 
GOP  aren't  just  taking  on  the  "cultural 
elite."  A  hefty  majority  of  women  with 
children  now  work  outside  the  home 


WOMEN  WITH: 

70- CHILDREN  UNDER  6    CHILDREN  UNDER  18 


ALL  WOMEN 


A  PERCENT 


DATA  BUREAU  OF  LABOR  STATISTICS 


-IGTON  OUTLOOK 
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THEONLYNAMEYOU  NEED  TO  KNOW 
IN  OFFICE  EQUIPMENT. 


Panalax  UF-128M 


li  Fr'_i|ijtncy  Color  Mm 


/ 


~-i         RDSlScript  L 


THE  ONLY  DOT  MATRIX  PRINTER 
THAT  BRINGS  YOU  ADOBr  SCALABLE  FONTS, 
COLOR,  AND  QUIET  TECHNOLOGY. 

The  Panasonic"  KX-F2124  Printer.  Unique  among  24-pin  printers. 

Because  it  alone  offers  the  visual  power  and  flexibility  (jf  Adobe  Type  Manager* 
The  added  drama  of  color."'"  And  the  splendid  hush  of  our  Quiet  Technology. 

You  also  get  Super  Letter  Quality  and  twelve  other  resident  fonts.  And  a  host  of 
other  features  that  have  made  Panasonic  printers  leaders  in  the  industry.  All  for  an 
eminently  affordable  price. 

The  KX-P2124.  Another  demonstration  of 
the  Panasonic  tradition  of  giving  you  more,  for  less. 

More  information?  For  printers,  computers, 
monitors  and  penpherals,  call  1-800-742-8086;      — ^ 
for  facsimilies,  copiers  and  typewriters,  1-800- 
843-0080,  ext.  4015. 


*  ATM  and  Adobe  Type  Manager  are  registered 
trademarks  of  Adobe.  Adobe  ATM  for  use  with 
Microsoft"  Windows'"  3.0  or  higher. 

t  With  optional  color  kit. 


I  iifniritiii 


PsnaSfne  i 

Analog  MiJli^iieoiiency  Color  Morrio 


CIDMP-BW 


Panasoilic/ 


Office  Automation 


nternational  Business 


EUROPE  I 


WHAT  HAS  FOUR  WHEELS,  COST! 
$1 MIIIION,  AND  GOES  240 IHIPI 

The  McLaren  Fl.  But  in  the  cost-conscious  '90s,  the  exclusive  supercar  market  is  slowing  dow^ 


Clark  Gable  drove  one 
in  the  1930s,  and  so 
have  later  generations 
of  rock  and  movie  stars. 
They  all  slid  behind  the 
wheel  of  high-priced  Inter- 
ceptor and  Jensen-Healey 
sports  cars  from  Britain's 
Jensen  Car  Co.  But  this 
year,  the  luxury-car  maker 
has  run  out  of  petrol.  It  has 
sold  just  one  car  in  the  past 
six  months — a  $200,000  Interceptor. 
Now,  about  all  that  stands  between  the 
company  and  the  liquidators  is  a  devoted 
fan:  Peter  Gardner,  49,  owner  of  two 
Jensens  and  a  machine-tool  company 
near  Liverpool  that  makes  Jensen  parts, 
is  offering  $1  million  to  keep  the  car- 
maker alive.  "If  I  don't  buy  it,"  he  says, 
"it  could  go  extinct." 

These  are  dark  days  for  Europe's  ex- 
otic-car industry.  With  weak  economies 
turning  even  the  rich  into  penny-pinch- 
ers, it's  harder  and  harder  to  find  buyers 
who'll  cough  up  $100,000-plus  for  flashy, 
superfast  models.  In  the  value-for-mon- 
ey  '90s,  many  car  enthusiasts,  even  if 
they  have  cash  to  burn,  opt  for  more 
fuel-efficient,  trouble-free  cars.  The 
downturn  has  halved 
the  worldwide  mar 
ket:  Sales 
this  year  are 
estimated  at 
5,000  cars,  vs. 
10,000  a  year 
in  the  late  '80s. 

As  the  mar- 
ket shrinks, 
staying  in  the 
race  requires 
clever  maneuver- 
ing. Exotic-car 
customers  aren't 
exactly   the  sort 


who  respond  to  TV  ads  hawking  $2,000 
rebates.  Buyers  are  demanding  new 
products  with  the  latest  technology,  limi- 
ited  production  to  preserve  investment 
value,  and  easy  access  to  servicing  facili- 
ties. That  spells  big  money.  It  gives  an 
advantage  to  companies  with  powerful 
backers,  such  as  Jaguar  Cars,  owned  by 
Ford  Motor  Co.,  and  Ferrari,  907^  owned 
by  Fiat.  It  has  money-losing  Rolls  Royce 
Motor  Cars  Ltd.,  now  owned  by  Vickers 
PLC,  on  a  global  search  for  an  automo- 
tive partner. 

Exotic-car  buffs  are  watching  to  see 
how  Ford  steers  its  two  battered  British 
luxury  cars — ^Jaguar  and  Aston  Mar- 
tin— through  the  recession.  They're  im- 
pressed Ford  management  allowed  Jag- 


$1,000,000 

Introduction  oHhe 
240-mph  sports  car 
expected  next  year 

uar's  supercar  XJ220  project,  con 
three  years  ago,  to  continue.  No\ 
$750,000  coupe  that  zips  along  atf 
212  mph — the  fastest  car  in  product 
is  rolling  out  to  rave  reviews.  A 
copies  of  the  limited-edition  Jaguai 
been  presold.  "There's  room  up  the 
a  number  of  competent  players  v 
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product  and  worldwide  distribu- 
says  Karl  E.  Ludvigsen,  an  auto- 
try  consultant  in  London, 
ler  makers  of  supercars  are  follow- 
aguar's  lead.  Next  year,  Britain's 
,ren  International  Ltd.,  known  for 
orniula  One  racing  expertise,  will 
'r  the  first  of  what  it  bills  as  the 
ate  driving  machine:  the  $1  million 
a  limited-copy  three-passenger 
s  car,  where  the  steering  wheel  is 
i  middle  of  the  car,  rather  than  on 
•  side.  It's  rumored  to  have  a  top 
I  of  240  mph.  Not  to  be  outdone, 
iha  Motor  Co.'s  British  subsidiary, 
an  Technology  Ltd.,  has  unveiled  a 
s  car  code-named  0X99-11,  powered 
modified  Formula  One  engine.  Ya- 
will  make  about  100  of  the  cars, 
1  at  $1  million  each. 
EFFECT.  Despite  the  fancy  prices, 
•cars  aren't  big  money-makers.  But 
provide  vehicles  for  testing  high- 
high-performance  parts  that  could 
inverted  to  mainstream  cars.  And 
alo  effect  helps  sell  lowbrow  mod- 
'hile  burnishing  the  reputation  of 
parent  companies. 
Dotation,  after  all,  is  what  it's  all 
:  in  the  exotic-car  business.  Rolls 
3,  one  of  Britain's  most  enduring 
ols  of  manufacturing  excellence, 
■d  as  much  when  it  relaunched  the 
ey  line  of  grand  touring  car,  selling 
for  up  to  $350,000  each.  Bentley's 
nental  R  two-door  coupe  now  has  a 
ear  waiting  list.  Ford's  Aston  Mar- 
;d.  tried  to  compete  against  the  new 
ey  coupe  with  a  $250,000  car  called 
irage,  but  sales  have  stalled,  as  the 
"s  in  this  rarefied  world  prove  their 
eness.  The  Virage,  says  World 
ts  Cars  editor  Darren  G.  Styles, 
kly  isn't  particularly  good-looking." 
Tie  companies  are  betting  that  con- 
updating  is  the  way  to  survive, 
s  Ferrari  is  offering  a  512  TR 
;  at  $262,000,  the  latest  of  the  Tes- 
sa line.  It  also  plans  to  come  out 
a  high-tech,  limited-edition  roadster 
,  new  four-seater — a  rarity  in  sports 
And  there's  more:  a  convertible 
3n  of  the  less-costly  348,  which  sells 
bout  $157,000.  In  contrast,  Lambor- 
,  owned  by  Chrysler  Corp.,  draws 
ism  for  not  offering  more  new  mod- 
iut  its  new  $309,000  Diablo  roadster 
)een  well  received, 
^uar  and  other  builders  of  supercar 
;tors'  editions  acknowledge  that  the 
f  the  200-mph  sports  car  may  soon 
ver.  Their  research  is  focused  on 
;r,  more  fuel-efficient — and  slightly 
practical — cars.  Even  so,  the  Peter 
ners  of  the  world  needn't  worry. 
3  will  always  be  exotic  cars  for 
'  with  megabucks  to  spend  on  fancy 
Is. 

Paula  Dwyer  in  London,  with 
na  Kiefer  in  Rome 


ABSORBING  SHOCKS:  WHILE  FULL-TIMERS  HANG  ON,  MANY  NISSAN  PART-TIMERS  ARE  GONE 


NOW  JAPAN  IS  SHORT  ON  WORK, 
NOT  LABOR 


Cutbacks  are  few,  so  far — but  in  this  country,  any  layoff  is  news 


Shigeyuki  Terao,  a  branch  manager 
at  brokerage  Tokyo  Securities  Co., 
has  his  share  of  problems.  Thanks 
to  the  stock  market  plunge,  commissions 
in  his  office  are  half  what  they  were, 
and  accounts  are  off  70%.  Only  2  of  his 
20  salesmen  are  covering  costs.  "If  this 
were  America,  I'd  fire  one-third  of  my 
staff,"  Terao  says. 

But  this  isn't  America,  so  no  such 
drastic  moves  are  likely,  even  though 
the  economy  is  wilting  and  the  pressure 
is  on.  Japanese  companies  are  strug- 
gling to  manage  what  are  suddenly  too 
inany  workers.  As  recently  as  March, 
1991,  there  were  1.5  jobs  for  every  work- 
er in  Japan.  Now  that  ratio  has  dropped 
to  nearly  1  to  1.  And  for  the  first  time  in 
six  years,  the  total  work  force  decreased 
in  the  April-to-June 
cjuarter,  by  0.1%.  "It 
has  turned  serious," 
says  Shoichi  Kojima, 
director  of  domestic 
research  at  the  Eco- 
nomic Planning 
Agency.  "The  eco- 
nomic slowdown  has 
finally  reached  the  la- 
bor market." 
BUSY  WORK.  So  far, 
Japanese-style  cut- 
backs have  been  mild, 
compared  with  mas- 
sive layoffs  in  the 
U.  S.  by  Detroit's  Big 
Three,'  Wall  Street 
firms,  and  others  (ta- 
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CUTTING  THE  PAYROLL, 
JAPANESE  STYLE 


HITACHI 


Starting  in  Septem- 
ber, 2,200  workers  in  VCR  produc- 
tion will  be  sent  home  for  up  to 
three  days  each  month  at  90%  pay 


NISSAN  MOTOR 


Part-timers 

slashed  to  1,600  from  3,500  in  1991 


NOMURA  SECURITIES 


Paring 

staff  by  one-sixth,  or  2,000  posi- 
tions over  three  to  five  years 


SANYO  ELECTRIC 


Shifting  100 
administrative  people  to  sales 
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ble).  Hitachi  Ltd.  will  "lay  off"  2,200  vcR 
factory  workers  for  up  to  three  days  a 
month  beginning  in  September — at  90%' 
pay.  Toyota  is  slashing  overtime  and  ac- 
celerating its  training  program  for  fore- 
men to  give  them  something  to  do  on 
slack  days.  In  April,  Dai-Ichi  Kangyo 
Bank  Ltd.  launched  a  campaign  to  hustle 
people  out  of  the  office  by  7  p.m.  Yamai- 
chi  Securities  Co.  will  transfer  140  ad- 
ministrators to  retail  offices,  and  Fujitsu 
Ltd.  will  send  100  development  engi- 
neers to  sales  and  marketing  next 
month.  In  recent  weeks,  brokerage  No- 
mura Securities  Co.  and  Oki  Electric  In- 
dustry Co.  have  announced  cutbacks  in 
hiring. 

Such  cuts  may  be  only  the  beginning. 
Masaru  Takagi,  economist  with  Fuji  Re- 
search Institute,  esti- 
mates some  800,000 
workers  are  twid- 
dling their  thumbs.  If 
these  kigyonai  s/iit- 
sugyosha,  or  in-house 
unemployed,  were 
counted,  they  would 
push  Japan's 
ployment  rate 
3.47'  from  the  current 
2.1%,  he  says. 

It's  the  "bubble 
economy"  of  the  late 
1980s  haunting  Japan 
again.  When  growth 
blasted  ahead  at  5%' 
annually  at  the  end  of 
the  decade,  some  em- 


unem- 
ujj  to 
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ployers  got  carried  away  and  signed  up 
too  many  workers.  To  entice  new  gradu- 
ates, companies  spent  lavishly  on  new 
dorms  for  employees  and  offered  frills 
such  as  matchmaking  services.  Now  the 
party's  over. 

Worst  hit,  as  usual,  are  part-time 
workers.  As  the  traditional  shock  ab- 
sorbers for  downturns,  they  are  the  first 
to  get  the  heave-ho.  At  Nissan  Motor 
Co.,  part-timers  were  slashed  to  1,600, 
from  3,500  in  1991.  Gains  by  women  are 
eroding  quickly,  too.  As  labor  grew  tight 
over  the  past  few  years,  women  were 
catapulted  into  positions  of  responsibility 
as  never  before.  In  1991  and  1992,  for 
example,  lO^^  of  Nomura's  nonclerical 


new  hires  were  women.  But  of  180  new 
hires  for  next  year,  only  five  are  women. 
And  foreign  laborers,  who  took  the  dirty 
jobs  spurned  by  the  Japanese,  are  find- 
ing the  welcome  mat  of  the  past  years 
yanked  away. 

PROMISES  TO  KEEP.  Still,  many  Japanese 
aren't  giving  up  their  pledge  to  provide 
lifetime  employment — at  least  not  yet. 
"If  we  get  a  reputation  for  firing  people^ 
we'll  never  be  able  to  hire  top  talent 
again,"  warns  Kigen  Miwa,  systems  en- 
gineering manager  at  Fujitsu.  One  No- 
mura manager  estimates  only  307f  of  the 
company's  2,700  sales  representatives 
are  breaking  even,  but  they  won't  be  let 
go.  "We're  just  going  to  hang  on  until 


SOUTH  KOREA  I 


A  PEACE  THAT'S 
ALL  DIVIDEND 


South  Korea's  pact  with  China  offers  vast  economic  payoffs  for  both 


A' 
1 


t  a  Seoul  subway  station  on  Aug. 
24,  200  Chinese-Koreans  who 
Lhawk  herbal  medicines  there  hap- 
pily watched  TV  coverage  of  the  signing 
of  formal  relations  between  South  Korea 
and  China  in  Beijing.  The  event  was  the 
Far  Eastern  equivalent  of  the  opening  of 
the  Berlin  Wall:  It  signaled  the  end  of 
the  cold  war  in  Asia.  President  Rob  Tae 
Woo's  government  expects  that  a  friend- 
ly China  will  withhold  military  support 
from  North  Korea,  leaving  its  hardline 
Communist  regime  little  alternative  but 
to  improve  ties  with  the  South. 

For  Seoul's  big  industrial  conglomer- 
ates, or  chaebol,  the  ties  with  China  of- 
fer a  chance  for  new  and  profitable  busi- 
ness. The  chaebol  expect  to  tap  into 
China's  huge  and  expanding  economy, 
with  its  growing  demand'  for  products 
from  machinery  to  consumer  electronics. 
Faced  with  rising  labor  costs  and  slow 
growth  at  home,  they  also  want  to  use 
China  as  a  source  of  new  export 
strength.  While  Taiwanese  and  Hong 
Kong  companies  are  strong  in  southern 
China,  the  Koreans  plan  to  establish  sim- 
ilar manufacturing  beachheads  in 
coastal  provinces  and  cities  such 
as  Tianjin,  east  of  Beijing. 
TAXIS  AND  VCRS.  Altogether, 
about  1,000  investment  projects  in 
China  involving  Korea's  top  com- 
panies are  currently  planned,  says 
Chang  Sukhwan,  director  general 
of  trade  in  Seoul's  Ministry  of 
Trade  &  Industry.  Kia  Motors 
Corp.  plans  to  assemble  passenger 
cars  in  Jilin  province  for  use  as 
taxis,  and  Samsung  Electronics 
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the  economy  picks  up  again,"  he  s 

Many  employers  continue  to 
their  eye  on  a  labor  shortage  predi 
by  the  end  of  the  decade.  Birth 
have  dropped  sharply,  and  the  Li 
Ministry  warns  that  Japan's  work  f 
will  peak  around  the  year  2000  and 
drop  steadily.  In  fact,  anyone  who 
the  labor  shortage  is  over,  says  To; 
Motor  Corp.  personnel  manager  Chir 
Kurokawa,  "is  an  idiot."  He's  lool 
into  extending  retirement  age  fron 
currently,  along  with  other  long-rs 
moves.  But  if  economic  growth,  a  list 
27'',  slows  any  more,  the  long  term 
seem  very  far  off  indeed. 

By  Karen  Loivry  Miller  in  Ti 


ROH  EXPECTS  AN  END  TO  AID  FOR  THE  NORTH 


Co.  intends  to  build  a  $54  million  VCR 
plant  in  Tianjin.  Other  leading  compa- 
nies have  plans  to  make  everything  from 
stuffed  toys  to  chemicals.  And  South 
Korea  has  mid-level  technology  that  Chi- 
na needs  in  basic  industries  such  as 
steel,  machinery,  and  petrochemicals. 

The  prospective  deals  go  beyond  fac- 
tories. Korea  Land  Development  Corp.,  a 


KOREANS  HEADING  FOR  CHINA 
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DAEWOO 

Auto  parts  manufacturing 

HYUNDAI 

Light  truck  production 

KIA  MOTOR 

Auto  assembly 

LAND  DEVELOPMENT 
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government  agency,  has  an  agreen 
with  Tianjin  to  create  an  industrial 
for  Korean  investments.  And  a  Koi" 
consortium  is  planning  an  agribusii 
development  in  the  Yangtze  River  be 
To  date,  Korean  investments  in  C 
total  $257  million,  mostly  in  sma 
light-industrial  ventures.  "We've  I 
tempted  to  make  large  investment 
China,  but  the  lack  of  diplomatic  i 
tions  discouraged  us,"  says  an  execu 
at  Daewoo  Corp. 

CHEAP  LABOR.  The  investment  r 
should  also  boost  trade  between  the 
countries.  China  is  already  Seoul's  ^ 
trading  partner,  after  the  U.  S.  and 
pan.  Trade  is  expected  to  reach  $8  bil 
this  year,  up  from  $5.8  billion  in  1 
with  "a  surge  to  $20  billion  by  1995. 

Beyond  that,  Korean  companies  Y 
to  strengthen  their  sagging  global  c 
petitiveness  by  tapping  into  China's  ' 
pool  of  cheap  labor,  with  pay  scales 
low  as  one-fifth  of  Korea's.  In  the  ] 
four  years,  the  doubling  of  Koi 
wages  has  made  South  Korean  produ 
such  as  footwear  and  low-end  app£ 
uncompetitive  in  the  U.  S.  market. 

Now,  companies  such  as  Daewoo 
Samsung  are  hoping  that  they,  like  t 
competitors  in  Taiwan  and  Hong  K( 
will  be  able  to  use  Chinese  plants 
compete  in  the  U.  S.  "There  is  a  h 
demand  for  monochrome  compi 
screens  and  black-and-white  cathode 
tubes,"  says  Kim  Jae-Kyung,  Daew 
general  manager  for  regional  busii 
development,  "but  high  costs 
not  allow  us  to  make  them  in 
rea."  Daewoo  plans  to  set  u 
plant  in  China  with  an  annual 
pacity  of  900,000  computer  scrt 
to  supply  Chinese  and  Korean 
mand  and  to  export  to  other  c( 
tries.  What  such  ventures  sigr 
now  that  the  cold  war  has  en( 
is  the  forging  of  a  potent  new 
rean-Chinese  link  in  East  As 
thriving  business  network. 

By  Laxmi  Nakarmi  in  Si 
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(!S>  If  Windows  makes  computing  easier,  what's  left  for  a  Windows  word  processor  to  do?  As  more  than  a 
miUion  WordPerfect'  for  Windows  users  can  tell  you.  quite  a  lot.  Beyond  powerful  basic  features  like 
the  Ruler  and  the  Button  Ban  WordPerfect  gives  you  special  options  like  "drag  and  drop"  text  handling  and 
zoom  editing.  Plus  sophisticated  macros  for  inserting  bullets  and  printing  envelopes  complete  with  Postal  bar 
codes.  0^  In  other  words,  WordPerfect  does  for  Windows  what  it  did  for  DOS.  ^  It  makes  the  most  of  it. 
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EUROPE  I 


10,000  NEW 
EC  RULES 


Revised  standards  may  hurt  small  exporters 


George  E.  Saxon  Sr.  is  a  classic 
American  niche  exporter.  As 
president  and  CEO  of  Conco  Sys- 
tems Inc.  in  Verona,  Pa.,  he  has  doubled 
his  family-owned  company's  exports  of 
cleaning  systems  and  condenser  devices 
to  Europe  over  the  past  year.  Today, 
fully  147'  of  the  company's  $6  million  in 
sales  goes  abroad,  about  half  to  Europe. 

But  there  may  be  a  cloud  on  his  hori- 
zon. Europe  is  in  the  midst  of  a  stan- 
dards-creating frenzy,  sparked  by  a  de- 
sire for  uniform  .safety,  health,  and 
environmental  standards  in  the  coming 


single  market  of  the  European  Commu- 
nity. Beginning  Jan.  1,  the  EC  will  phase 
in  hundreds,  and  eventually  thousands, 
of  rules  governing  how  everything — 
from  toys  to  artificial  hearts — is  made 
(table).  U.  S.  companies  that  want  to  sell 
in  Europe  will  have  to  meet  those  stan- 
dards— and  many  like  Conco  are  worried 
it  will  be  tough  going.  "The  Europeans 
always  have  been  so  protective  of  their 
turf,"  says  Saxon.  "I  hope  their  stan- 
dards don't  become  yet  another  means 
of  keeping  U.  S.  goods  out." 
Europe's  changing  rules  aren't  sup- 


posed to  create  a  fortress.  The  lo: 
awaited  move  to  create  common  sets 
standards  for  the  EC's  12  member  sta 
and  the  European  Free  Trade  Assn.'; 
nearby  countries  is  a  much  favoi 
change.  Companies  that  have  had 
make  different  versions  of  products 
different  European  nations  will  be  a 
to  produce  one  European  produ 
"Right  now,  I  do  cars  for  Italy,  Gerr 
ny,  and  France,"  says  Jerry  Huber 
jjlant  manager  for  Chrysler  Corp.'s  T( 
do  (Ohio)  facility,  where  export  J( 
Cherokees  are  made,  "so  anything  tl 
do  to  make  it  standard  is  great  for  m 
Other  big  U.  S.  companies  such  as  Cat 
pillar  Inc.  and  Monsanto  Corp.  will 
able  to  either  help  shape  standards 
respond  quickly.  That's  why  Washing' 
supports  common  European  rules. 
FRAGILE  NICHES.  The  Europeans  arj 
that  the  standards  are  required  to  ra 
living  standards,  and  deny  they  want 
lock  out  anyone.  "Our  activity  is  opei 
says  Stephen  Marriott,  secretary  gene 
of  the  European  Committee  for  Elect 
technical  Standardization  (CENELEC),  ( 
of  the  EC's  standards-writing  bodi 
And  he  says  European  companies  a 
will  have  to  change  their  products. 

But  one  side  effect  is  that  some 
America's  hottest  exporters  will  f 
wrenching  readjustments  in  the  form 
unforeseen  design  changes,  costly 
tooling,  additional  staff,  and  new  qua 
systems.  That's  what  could  put  a  dai 
er  on  U.  S.  exports.  Growth  in  U.  S. 
l>orts  to  Europe  already  has  slackenec 
a  mere  47'  annual  rate,  and  the  ove 
American  trade  surplus  with  Euro 
$15  billion  in  1991,  could  be  whitt 
back.  Although  multinationals  acco 
for  the  lion's  share  of  those  expo 
much  of  the  growth  has  come  fr 
smaller  companies  that  rely  on  distri 
tors,  agents,  or  bigger  customers  to 
vise  them.  Taken  individually,  their 
port  niches  are  tiny,  but  when  multipl 
by  the  number  of  companies  involv 
the  impact  could  be  broad. 

Whose  fault  is  it?  Although  there 
some  cases  in  which  European  com 
nies  may  have  attempted  to  draft  unj 
standards,  most  experts  argue  that 
greater  failure  lies  with  the  America 
They  are  not  well  organized  to  h 
shape  the  standards  and  then  responc 
new  ones.  Thousands  of  U.  S.  export 
haven't  invested  sufficiently  in  establ: 
ing  roots  in  Europe,  and  the  ove 
American  export  machine  suffers  froi 
lack  of  coordination  among  governm( 
industry  associations,  and  exporters. 

A  BUSINESS  WEEK  spot  check  of  th 
exporters  shows  they  are  having  o' 
limited  success  figuring  out  what 
new  standards  are  going  to  be,  let  al 
adapting  to  them.  "For  some  small  rr 
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The  difference  between  worldwide  and  worldwise. 


What  difference  does  it  make  that  Lufthansa 
flies  to  more  countries  worldwide  than  any 
other  airline?  Or  that  every  60  seconds  a 
Lufthansa  plane  is  taking  off  for  yet  another  one 
of  our  182  destinations  around  the  world?  The 
point  is  that,  over  the  years,  every  experience 
with  every  traveler  from  every  corner  of  the 
world  has  helped  us  to  understand  you.  We've 
grown  accustomed  to  differences  in  custom.  All 
the  better  to  help  you  feel  at  home  everywhere. 
And  that  makes  all  the  difference  in  the  world. 


A  passion  for  perfection.' 


Lufthansa 


For  more  information  and  reservations  call  1  -800-645-3880  or 
see  your  Travel  Agent  Lufthansa  is  a  participant  in  tfie  mileage 
programs  of  United.  Delta  and  USAir 
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ufacturers,  this  is  going 
to  be  almost  prohibi- 
tive," says  David  M. 
Hanttula,  a  product-com- 
pHance  manager  for  Sili- 
con   Graphics    Inc.,  a 
Mountain  View  (Calif.) 
maker    of  engineering 
workstations.  Adds  Brian 
Wynne,  director  of  inter- 
national trade  affairs  for 
the  American  Electronics 
Assn.:  "For  small  and  mid- 
size companies,  this  is  a  po- 
tential monkey  wrench  in 
the  works." 

The    profileration  of 
tough  new  standards,  cover- 
ing many  products  never  be- 
fore regulated,  in  effect 
raises  the  hurdle  for  export- 
ers that  have  so  far  been 
able  to  tap  Europe's  markets 
with  relative  ease.  Take  Zim- 
mer  Inc.  in  Warsaw,  Ind.,  a 
$1  billion-a-year  maker  of  or- 
thopedic devices,  including  hip 
replacements.  Last  fall,  the 
company,  which  sells  a  third  of 
its  products  in  Europe,  recog- 
nized that  new  standards  were  about  to 
be  established  on  smoothness  and  round- 
ness for  hip-socket  balls. 
DUBIOUS  BENEFIT.  To  respond  to  the  new 
European  rules,  it  was  forced  to  buy  $5 
million  worth  of  high-tech  manufactur- 
ing and  testing  equipment.  "There  was 
no  real  quality  benefit,"  says  Senior 
Vice-President  Robert  L.  Fuson.  "But 
we  didn't  want  to  be  outflanked  on  a 
technical  barrier  to  trade."  Besides  mak- 
ing what  it  regarded  as  an  unproductive 
investment,  the  company  had  to  add  10 
people  to  its  standards  staff  of  six. 

Zimmer  was  one  of  the  lucky  ones — it 
was  able  to  anticipate  the  new  demands. 
Some  exporters  wake  up  too  late  and 
face  a  crisis,  as  Grinnell  Corp.  did.  This 
Cranston  (R.  I.)  company  makes  fire-pro- 
tection equipment,  including  a 
metal  fitting  for  fire  sprinklers 
that's  stronger  but  different  in 
design  than  European  models. 

Three  years  ago,  its  Europe- 
an competitors  proposed  mak- 
ing their  design  the  interna- 
tional standard.  That  would 
have  forced  hundreds  of  mil- 
lions of  dollars  worth  of  retool- 
ing for  Grinnell,  a  $1.2  billion 
unit  of  Tyco  Laboratories  Inc. 
in  Exeter,  N.  H.  When  the 
company  recognized  the  mag- 
nitude of  the  proposed  change. 
Engineering  Manager  Henry 
Sonderegger  began  lobbying 
fellow  exporters  around  the 
globe  to  convince  Europeans 


The  European  Community  is 
loncentrUonlSOOsofe- 
W  health,  environmental,  and 
quality  standards  that  U  wants 
rJeconsistentthroughou 
,3l2member  states.  The  ven 
notions  ot  the  European  Free 
We  Assn.  also  wa  adopt  the 
rules,  some  oUhich  take 
ettectasearlyasJan  I 


2 The  rules  are  bemg 
drafted  by  bodies  such  as 
,he  European  Committee  for 
t,ondard,za.,onlCEN,com^ 
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'onal  standards  Organization, 


-  Ultimately,  the  Europeans 
4  wanttoestablish  10,000 
standards,  including  many 
,,eas  not  currently  gaverned 


by  any 


rules 
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standards  on  everything 
.actor  seats  to  toys.  They  are 
.detailed:  The  rules  on  a 
shing  machine's  electrical 
jn  on  tor  more  than 


system  rui 
'lOO  typed  pages 
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that  U.  S. -style 
fittings  were  acceptable.  "I  was  getting 
up  at  midnight  to  talk  to  people  in  Ma- 
laysia," says  Sonderegger,  who  eventu- 
ally prevailed.  But  at  a  cost.  "Last  year, 
I  spent  25%  of  my  time  on  this  thing," 
he  says.  "My  management  was  a  little 
taken  aback." 

The  worst  fear  is  that  smallish  export- 
ers may  find  the  price  of  compliance  so 
stiff  that  they  stop  exporting  to  some 
countries.  That's  what  Jim  Killam,  direc- 
tor of  marketing  for  Osment  Models  in 
Linn  Creek,  Mo.,  is  contemplating.  Os- 
ment's  tiny  Woodland  Scenics  landscape 
items  are  a  favorite  with  adult  model- 
train  buffs.  Killam's  reading  of  the  EC 
toy-standards  directive  is  that  his  prod- 
ucts aren't  toys  because  they're  not  for 
the  under-15  crowd.  While  the  British 
backed  him,  the  Germans  insisted  Os- 
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BIG  MULTINATIONALS,  SUCH  AS  CATERPILLAR,  HELP  SET  THE 
REQUIREMENTS,  MAKING  IT  EASIER  FOR  THEM  TO  ADJUST 


ment's  products  were  toys  a 
thus  couldn't  be  sold  in  Gem: 
ny;  some,  for  instance,  cii 
tained  lead.  If  Osment  cai 
convince  them,  it  says  it  v\ 
pull  out  of  Germany.  ! 
DIAL  DIRECT.  One  factor  tl| 
puts  smaller  exporters  at 
disadvantage  is  that  th 
don't  participate  in  drafti 
Europe's  standards,  as  1 
players  often  do.  Large  m 
tinationals  are  represent 
on   the   U.  S.  Commei 
Dept.  advisory  commit! 
that  monitors  the  standar 
writing  process.  Big  com] 
nies  have  even  made  dir( 
approaches  to  the  Euro 
an  standards-writing  h 
ies,  which  officially  of: 
no  seat  to  U.  S.  executi\ 
or  officials.  Caterpill; 
for  instance,  has  been 
with  a  blizzard  of  n 
rules.  But  because  it  I 
been  involved  in  drafti 
the  standards,  it  h 
been  able  to  adjust. 

In  contrast,  small  exporters  have 
make  do  with  asking  the  Commei 
Dept.  or  the  private  American  Natioi 
Standards  Institute  (ANSI)  to  pres( 
their  cases  to  the  European  standar 
making  bodies.  And  once  new  standai 
are  issued,  it  takes  a  while  for  mi 
U.  S.  exporters  to  get  the  news.  Kill; 
had  hoped  his  industry's  trade  asso( 
tion  would  be  his  ace  in  the  hole.  He  j 
a  general  standards  overview  from 
just  as  he  had  from  the  literature  1 
Commerce  Dept.  sends  regularly 
some  7,000  exporters.  But  for  the  spei 
ic  problems  he  faced,  an  association  o: 
cial  told  him:  "You're  on  your  own." 

Commerce  has  sponsored  reports  a 
seminars,  and  exporters  get  some  lo 
advice.  But  export  boosters  worry  tl 
smaller  players  aren't  getting  the  m 
sage.  "I'd  say  maybe  50% 
them  are  aware  of  what's 
volved,"  says  E.  Martin  Di 
gan,  executive  director  of  i 
Small  Business  Exportc 
Assn.  in  Annandale,  Va. 

Duggan  is  particularly  c 
cerned  with  the  52,000  exp( 
ers  who  make  only  6  to  12  si 
ments  a  year.  If  discourag 
they  may  drop  out  of  expc 
ing  and  never  return.  Th£ 
why  the  new  EC  rules,  howe' 
intended,  will  put  many  U 
exporters  to  the  test. 

By  Patrick  Oster  in  Brass 
ivith  Viiice  Gagetta  in  Pi 
burgh,  Rob  Hoff  in  San  Fr 
Cisco,  and  bureau  reports 
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^2wo  reasons  to  choose  the  Quiet  Coir^any. 


/  Keeping  your  business  in  the  family. 
2.  The  superior  financial  strength  of 
Northwestern  Mutual  Life. 

A^rthwestern  Mutual  Life  Insurance  has  always  re- 
ceived the  highest  possible  ratings  for  financial  strength  by 
Moody's,  Standard  &  Poors.  A.M.  Best  and  Duff  &  Phelps. 
It  has  also  been  consistently  ranked  "the  most  financially 
sound  Kfe  Insurance  company"  in  an  annual  Fortii/i/ study. 

Perhaps  that's  why  business  owners  feel  secure  when 
they  rely  on  Northwestern  Mutual  Life  for  their  estate 
and  business  planning  needs. 

The  more  reasons  you  have  tor  wanting  the  most  se- 
cui'e  life  insurance,  the  better  the  Quiet  Company  sounds. 

Nprthvyestern 
MutualLite^ 

The  Quiet  Company® 


©  1992  The  Northwestern  Mutual  Life  Insurance  Company,  Milwaukee,  Wisconsin.  Reprinted  by  permission  of  Moody's,  Standard  &  Poor's,  A.M.  Best,  DufV&  Phelps  and  hWlum: 
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This  year, 
83,323  pieces  of  paper 
will  cross  the  average 
executive's  desk. 


Fortunately,  this  is 
no  average  desk. 

▼ 


Its  a  Mueller®  Frovincia  desk  by  Haworth.  And  uncovering  its  rich  wood  finish  is  a 
gratifying  reward  for  reaching  the  bottom  of  a  long  days  paperwork,  t  Still,  Haworth  desks  are  better 
known  as  a  reward  for  reaching  the  top.  In  fact,  they've  been  a  symbol  of  success  for  over  40  years.  ▼ 
Isn't  it  time  you  and  Haworth  crossed  career  paths?  For  more  iiifonnation  about  our  company  and  our 
complete  line  of  office  fttniiture,  call  Ijaura  Cramer  at  1-800-344-2600. 


HAWORTH  WORKS  FOR  BUSINESS. 


HZ/xWORTH^ 
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I  CANADA,  THE  FREE-TRADE  DEAL 
HARDLY  HOME  FREE 


his  Aug.  20  acceptance  speech  to  the  Republican  conven- 
ion.  President  Bush  patted  himself  on  the  liack  for  creat- 
ig  a  free-trade  area  stretching  "from  Manitoba  to  Mexico." 
aps  he  should  have  added,  "or  at  least  from  Minnesota  to 
:co."  For  the  newly  minted  North  American  Free  Trade 
■ement  (NAFTA)  faces  much  more  bitter  opposition  in  Can- 
ihan  it  does  in  the  U.  S.  or  Mexico.  And  the  anti-NAFTA 
ment  is  growing. 

)th  the  Liberal  Party  and  the  other  main  opposition  par- 
he  New  Democi-atic  Party,  are  against  the  treaty  as  it 
stands.  So  is  a  broad  coalition 
madian  organized  lal)or,  envi- 
lental,  and  nationalist  groups. 
1  more  worrisome,  many  of 
?  critics  are  using  NAFfA  as  a 
;Ie  for  attacking  the  existing 
-Canada  Free  Ti-ade  Agree- 
signed  in  1988.  "The  real 
te  will  be  on  the  FTA,  which 
been  a  disaster  for  Canada," 

Bob  White,  the  President  of 
Canadian  Labor  Congress,  the 

labor  group, 
any  Canadians  blame  the 
3  agreement  with  the  U.  S. 
he  economic  ills  of  the  ongo- 
recession,  which  has  meant 
OSS  of  350,000  manufacturing  jobs.  A  recent  Gallup  Poll 
's  that  only  4%  of  the  Canadian  public  supports  the  cur- 
free-trade  deal  with  the  U.  S.  as  it  stands.  Sentiment  is 
ing  2  to  1  against  the  broader  NAFTA  agreement. 

TO  AMERICA.  To  many  observers,  Canadians  seem  on 
'erge  of  shooting  themselves  in  the  foot.  NAFTA  has  major 
(teners  for  Canada  on  local  content  and  other  issues.  If 
ida  rejects  it,  the  U.  S.  and  Mexico  will  likely  go  ahead 

their  deal.  Because  only  the  U.  S.  would  be  able  to  ship 
'  televisions  or  Toyotas  duty-free  to  both  Canada  and 
ico,  it  would  have  a  huge  edge  over  Canada  in  attracting 


MANY  CANADIANS  BLAME  HIGH  UNEMPLOYMENT  ON  TRADE 


foreign  transplants.  "We  would  lie  left  up  here  in  the  cold 
north  when  hemispheric  trade  expands,"  warns  Thomas 
d'Atjuino,  head  of  the  Business  Council  on  National  Issues. 

An  attempt  to  roll  back  free  trade  with  the  U.  S.  would 
threaten  $175  billion  in  cross-border  business.  By  contrast, 
Canada's  trade  with  Mexico  is  only  $2.5  billion  a  year. 

Prime  Minister  Brian  Mulroney  has  the  votes  to  push  NAF- 
TA through  Parliament.  But  to  do  so  might  be  suicidal  for  his 
Progressive  Conservative  Party's  chances  in  the  general  elec- 
tion, which  he  must  hold  by  the  end  of  next  year.  With  a  piti- 
ful W/o  apiiroval  rating,  Mulroney 
is  already  in  deep  trouble.  If  he  is 
defeated  liefore  getting  NAP"TA  ap- 
proved, the  deal  is  "dead  as  far 
as  Canada  is  concerned,"  says  Gor- 
don Ritchie,  a  former  Canadian 
trade  negotiator. 

BUSINESS  PUSH.  While  Mulroney 
won  a  come-from-behind  campaign 
in  1988,  many  political  analysts 
predict  he  will  lose  in  1993,  pro- 
ducing either  a  Lit)eral  govern- 
ment or  an  New  Democrat-Liber- 
al coalition.  Such  a  bloc  could  be 
especially  bad  for  free  trade  since 
the  New  Democrats  want  to  rip 
up  the  U.  S.-Canada  deal— as  well 
as  block  NAFTA.  Even  the  less  militant  Liberals  "would  seek  to 
renegotiate,"  vows  Member  of  Parliament  Herb  Gray,  the 
Liberals'  finance  expert. 

Still,  it  is  too  early  to  count  Canada  out.  If  Mulroney  loses, 
Canadian  business  will  push  to  join  NAFTA  and  fight  attacks  on 
the  FTA.  Junking  the  FTA  "would  l)e  enormously  damaging," 
warns  International  Ti'ade  Minister  Michael  Wilson.  In  the  end, 
Canadians  may  figure  out  that  they  have  no  choice  but  to  sign 
on.  But  there's  a  bruising  battle  ahead. 

Bij  William  C.  Si/dioiicIs  iu  Toronto,  iritti  Paul  Mdyniisson  in 
Washington 
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MIL 


he  country  is  moving  ahead  with 
economic  reform  despite  the  deep- 
ng  troubles  of  President  Fernando 
lor  de  Mello.  The  likely  impeach- 
it  trial  of  Collor  in  the  Senate  won't 
ly  a  scheduled  Oct.  1  cut  in  Brazil's 
ffs,  to  an  average  16.9%,  down  fi'om 
)%  at  present.  Nor  will  it  affect  the 
nned  opening  of  Brazil's  long-pro- 
ted  computer  market  to  world  com- 
ition  on  Oct.  29. 

3ut  business  is  putting  investment 
isions  on  hold  until  the  fate  of  the 
sident,  who  is  accused  of  receiving 
lions  of  dollars  in  an  influence-ped- 
ig  scheme,  is  resolved.  That  could 


take  several  months.  "No  one  will  in- 
vest a  penny  or  make  any  important 
decisions  with  regard  to  future  plans," 
says  a  U.  S.  executive. 

If  Collor  is  convicted  or  resigns,  he 
would  be  replaced  by  Vice-President 
Itamar  Franco,  who  favors  a  slower 
pace  of  economic  reform.  Sao  Paulo 
Governor  Luiz  Antonio  Fleury  has 
urged  that  the  more  respected  Cabinet 
members  be  kept  on  until  the  crisis 
has  passed.  But  if  Franco  takes  office, 
he  seems  likely  to  shuffle  most  of  the 
Cabinet,  including  Economy  Minister 
Marcilio  Marciues  Moreira,  darling  of 
the  foreign  banks.  But  such  a  change 
woiTies  investors  less  than  the  ongoing 
uncertainty.  "We  just  want  to  know 


who  will  be  calling  the  shots,"  a  foreign 
banker  says. 

THE  U.S.  

President  Bush  is  set  to  put  some 
muscle  into  his  campaign  rhetoric 
al)out  how  the  global  economic  race  is 
America's  pi'imary  challenge  for  the 
1990s.  Washington  insidei's  expect  the 
White  House  to  create  a  high-profile 
slot  for  an  international-economic-is- 
sues czar  if  Bush  is  reelected.  The 
leading  candidate:  Robert  B.  Zoellick, 
the  former  State  Dept.  economic  policy 
whiz,  who  is  now  serving  as  Deputy 
Chief  of  Staff  at  the  White  House.  The 
message:  Economic  competitiveness  is 
a  key  pillai'  of  national  security. 


VTIONAL  OUTLOOK 
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The  first  compute 

Something  fundamental  has  changeta 
America.  Now  it's  not  just  the  hving  you  m;. 
the  Mfe  you  make.  You  want  to  enjoy  the  ti 
you're  supposedly  working  for.  Your  famil) 
home.  Yourself. 

At  IBM,  we  know  balancing  your  job  v 
rest  of  your  life  isn't  easy.  That's  why  we  cif; 
the  IBM  PS/l;  A  line  of  computers  special^ 
designed  to  help  you  do  office  work  at  hom<  f 
a  small  business,  so  you  can  spend  more  tin' 
the  people  you  care  about  most.  And  if  ihi 


lerstand  you  don  t  just  have  a  job.  ^u  have  a  Kfe. 


happen  to  include  kids,  the  IBM  PS/1 
Ip  with  their  homework  as  easily  as  yours. 
k  also  know  youd  like  to  improve  the 
i  of  your  life  without  compromising  on  the 
f  of  your  computer.  So  while  our  new  PS/Is 
iced  to  compete  with  the  most  affordable 
ters  around,  we  give  you  a  lot  of  things  no 
ie  can.  Like  true  IBM  compatibility.  More 
than  the  average  office  computer,  with 
o  expand.  Built-in  software  and  features — 
ing  Windows™  or  OS/2® — and  the  ability  to 


run  other  popular  business  and  educational  soft- 
ware. Not  to  mention  IBM  reliability,  support  and 
service — not  just  lip  service.  And  no  computers 
easier  to  set  up  and  use. 

It  may  take  more  than  a  perfectly  balanced 
computer  for  you  to  find  that  perfect  balance 
in  your  life.  But  who  knows?  You  might  just  do 
your  best  work  with  someone  looking  over  your 
shoulder.  — — ^  —  — > 

For  a  PS/1  retailer  near         E   Erz  EzfE 
you,  call  1  800  IBM- 3377.  =====  T  = 


Id  OS/2  are  registered  trademarks  ol  International  Business  Machines  Corporation  Windows  is  a  trademark  of  Microsoft  Corporation     1992  IBM  Corp 


YOURNCnAL 
FUTURE 

SOON,  A  HOST  OF  GADGETS  WILL  ALTER  WORK 
AND  PLAY— AND  RESHAPE  FAMILIAR  INDUSTRIES 


.eorge's  family  is  home  for  the 
I  night.  The  office  won't  need  to 
'know  his  whereabouts,  so 
George  unpins  the  "active  badge"  that 
tells  his  employer's  computer  network 
where  to  reach  him.  In  the  family  room, 
he  settles  in  to  watch  Tenninator  6', 
which  the  kids  have  programmed  the 
high-definition  "Compu-TV"  to  fetch  over 
the  500-channel  cable  system.  George 
hollers  to  his  son,  Elroy,  to  join  him,  but 
he  has  a  midterm  tomorrow  and  is 
hunched  over  his  "electronic  book,"  tap- 
ping the  screen  to  get  video  clips  of  the 
body's  inner  workings  as  he  reads  an 
anatomy  text. 

George's  wife,  Jane,  is  busy,  too.  Af- 
ter a  day  of  sales  calls,  she's  back  in  her 
home  office.  She  grabs  her  notepad-size 
"personal  digital  assistant"  and  with  the 
push  of  one  button  zaps  all  the  day's 
sales  data,  contacts,  and  "to-do"  items 
into  her  computer.  Writing  instructions 
on  a  screen  embedded  in  her  desk,  she 
checks  off  the  tasks  she  has  completed. 
She  then  speaks  to  the  computer,  telling 
it  to  collect  all  her  electronic  mail  and 
memos  from  the  office.  Now,  if  she  real- 
ly hustles,  she  might  finish  that  multi- 
media sales  report  in  time  to  join  George 
for  a  80-minute  "virtual  trip"  down  the 
Nile.  With  earphones,  special  glasses, 
and  motion  seats,  the  Compu-TV  will 
whisk  the  couple  away. 
COMING  SOON.  This  home  of  the  future 
may  sound  like  something  torn  from  an 
Isaac  Asimov  novel,  and  certainly  noth- 
ing close  to  it  exists  today.  But  five 
years  or  so  from  now,  George  and 
Jane's  home  may  be  the  one  next  door. 
Seriously.  While  many  folks  are  still 
fretting  over  whether  to  trust  automat- 
ed teller  machines,  a  new  wave  of  tech- 
nology is  building  that  has  the  potential 
to  alter  fundamentally  the  ways  in 
which  we  entertain  ourselves,  educate 
our  children,  and  get  our  work  done. 


The  catalyst:  digitization.  Just  as  vinyl 
LI'S  gave  way  to  digital  compact  disks  in 
the  1980s,  in  the  1990s  more  and  more  of 
the  information  around  us  will  be  con- 
verted to  digital  bits,  the  O's  and  I's  that 
are  the  language  of  computers.  Every- 
thing from  the  analog  waves  of  tele- 
phone calls,  radio,  and  television  to  the 
images  of  movies,  photos,  and  paintings 
is  going  digital.  Once  all  this  infor- 
mation has  been  converted  to  bits,  it 
can  be  manipulated  just  like  data  in 
a  computer. 

It's  far  from  clear  how  this  digital 
flood  will  be  harnessed.  But  the 
prospect  already  portends  a  dramat- 
ic reordering  of  the  computer,  con- 
sumer electronics,  entertainment, 
and  information  industries. 
MATING  DANCE.  As  information  is  mixed 
and  matched,  some  industries  will  over- 
lap. If  they  don't  overlap,  they'll  collide. 
Old  industrial  empires  may  topple,  and 
new  ones  may  rise.  Says  Ron  Sommer, 
president  of  Sony  Corp.  of  America: 
"Where  a  company  comes  from  is  less 
important  than  where  it  is  going.  As 
boundaries  are  erased,  corporate  birth 
certificates  won't  count  for  much."  With 
grounding  in  consumer  electronics,  video 
equipment,  and  entertainment,  Sony  is 
naturally  one  of  the  most  enthusiastic 
promoters  of  the  new  order  (page  64). 

But  everyone  is  scrambling  to  shape 
the  digital  future.  The  computer  and 
consumer-electronics  industries  are  al- 
ready locked  in  a  mating  dance  to  create 
the  boxes  that  will  manage  the  digital 
flow.  Will  they  be  like  TVs?  Personal 
computers?  Video  games?  Game  kings 
Sega  Enterprises  Inc.  and  Nintendo  Co. 
are  trying  to  get  an  edge  on  the  PC 
crowd  with  new  video-game  systems 
that  use  CD-ROM  disks  (page  34),  offering 
stereo  sound  and  movie-like  video  of  real 
actors.  "We  and  Nintendo  really  are  the 
players,"  boasts  Thomas  Kalinske,  presi- 


.4 


dent  of  Sega  of 
America  Inc.  "And 
the    rest    of  them 
aren't." 

Meanwhile,  local  phone 
companies,  cable  TV  operators, 
direct-satellite  broadcasters,  ce 
phone  companies,  and  even  wat( 
gas  utilities  are  battling  to  be  the 
highways  into  homes,  schools,  a 
fices.  Publishers,  movie  studios 
broadcasters  are  seeing  dollar  si 
converting  vast  libraries  of  books, 
ence  works,  films,  and  video  footaj 
digital  cash  cows. 
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CO 


HIGH  TECH 
AT  HOME 


the  cash, 
overcome  some 


But  to  get  at 
they  must  first 
major  technical 


marketing  barriers.  For  instance, 
e's  no  standard  format  for  digitizing 

manipulating  all  this  information, 
■n  the  difficulties  of  forging  stan- 
Is  within  any  one  of  these  industries, 
Intel  Corp.  President  Andrew  S. 


Grove,  the  idea  of 
easily  creating  a  lin- 
gua franca  for  the  digital 
world  is  "naive  beyond  belief." 
Even  if  you  can  solve  that  one,  the 
compression   technology   needed  to 
squeeze  those  bits  onto  the  digital  high- 
ways is  still  evolving.  Then  there  are  the 
most  fundamental  questions:  Who's  go- 
ing to  buy  this  stuff?  Why?  When?  For 
how  much? 

BEST  GUESSES.  0.  K.,  SO  there  are  a  few 
wrinkles  to  be  ironed  out.  But  that's  not 
stopping  anybody  from  trying  to  lay 
claim  to  this  Brave  New  Digital  World. 


Clockwise,  starting  with  the  TV  set 

COMPU-TV:  Interactive  TV  will 
likely  be  the  heart  of  your  home 
"infotainment"  center.  It  will  hove 
the  intelligence  to  pick  out  the 
shows  and  information  you  want 
from  500  cable  channels 

DIGITAL  ART:  Flat-panel  displays 
con  show  artworks,  photos,  or  vid- 
eos of  nature  scenes 

STEREO:  CDs  and  digital  tape  are 
here.  Now  comes  surround  sound 
to  mimic  the  acoustics  of  your  fa- 
vorite concert  hall,  plus  video  link- 
ups. The  system  will  be  connected 
to  your  computers  and  TV 

PERSONAL  DIGITAL  ASSISTANT: 

Don't  leove  home  without  this 
handy  electronic  diary/ date  book 
that  also  communicates  with  com- 
puters and  fax  machines  from 
wherever  you  are 

HOME  COMPUTER:  It  will  read  your 
handwriting,  interpret  your  voice 
commands,  and  manage  reams  of 
data.  And,  of  course,  it's  a  multi- 
media whiz  that  merges  graphics, 
video,  and  text 

VIDEOPHONE:  With  improved  com- 
pression technology,  phone  lines 
will  handle  clear  video  images.  Mi- 
crochips will  give  your  phone  com- 
puting power  to  take  messages 
and  handle  faxes 

REMOTE  CONTROL  (CENTER):  To 

keep  track  of  all  these  smart  ma- 
chines, you'll  get  a  superzopper. 
Advanced  "object-oriented"  soft- 
ware mokes  it  simple  to  work  all 
your  digital  wonders 


The  motivations  are  clear:  Profits  in 
many  of  these  industries,  especially  con- 
sumer electronics  and  computers,  are 
dwindling. 

The  opportunity  could  be  huge.  Apple 
Computer  Inc.  Chairman  John  Sculley 
estimates  the  size  of  the  digital  market 
at  more  than  $3  trillion  by  the  year  2000. 
Sculley's  tempting  vision  is  based  on  the 
assumption  that  computers,  consumer 
electronics,  telecommunications,  and  en- 
tertainment will  overlap  as  they  go  digi- 
tal, giving  old  players  new  markets. 
"What's  motivating  all  of  us  is  greed," 
says  Intel's  Grove. 

So  the  greedy  are  charging  ahead 
with  their  best  guesses  about  the  digital 
future.  Time  Warner  Inc.  sees  interac- 
tive supercable  systems  that  offer  500 
channels.  Apple,  says  Sculley,  sees  a 
chance  to  become  the  software  king  in  a 
market  of  new  consumer  gadgets — a 
sort  of  Microsoft  Corp.  of  the  digital 
world.  Hewlett-Packard  Co.  is  looking  at 


STORY 


BUSINESS  WEEK/SEPTEMBER  7,  1992  57 


LET'S 

DO  LUHCH 

lo  shape  the  digital  future, 
computer,  consumer-electronics, 
entertainment,  and  media  companies 
are  collaboratmg  in  a  series  of  deals 

DEALS  STILL  AT  THE  LUNCH  STAGE 

Apple  Computer  Microsoft 

Is  talking  to  Hollywood        Is  dealing  with 
superagent  Michael  Japanese  consumer- 

Ovitz,  Japanese  electronics  companies, 

consumer-elec-  U.S.  cable  companies 

tronics  companies 

including  Fujitsu,  ^tt 

and  media  and  IBM  ^ 

telecommunications  In  talks  with  Time 

companies  Warner,  Comcast 

,  (coble  operator),  MCA 

Showtime  Disney,  George  Lucas, 

Has  approached  Sfg^g^  Spielberg, 

four  Bell  operating  Michael  Ovitz 
companies 


ways  to  get  into  the  Compu-TV  business. 
And  Sony  is  laying  plans  for  products 
that  use  computing  to  entertain. 

"The  '90s  are  going  to  be  a  very  con- 
fusing period  with  a  lot  of  silly,  distract- 
ing, important  products  being  intro- 
duced," .says  Paul  L.  Saffo,  a  research 
fellow  at  the  nonprofit  Institute  for  the 
Future,  a  research  foundation.  "It  may 
be  that  the  winning  industries  at  the  end 
of  the  1990s  are  none  of  the  ones  that 
flominate  today." 

TEAMING  UP.  It  may  also  be  that  no  sin- 
gle industry — or  nation — will  dominate 
the  digital  world.  Since  the  risks  are 
high  and  the  territory  uncharted,  compa- 
nies all  over  the  globe  are  racing  into 
alliances.  Computer  makers,  for  in- 
stance, need  help  in  building  low-cost, 
compact  consumer  electronics.  Inevita- 
bly, that  pushes  them  into  deals  with 
Japan's  electronics  companies.  The  Japa- 
nese companies  need  the  knack  for  digi- 
tal programming  the  Americans  have. 

Even  with  Japanese  partners,  comput- 
er makers  face  tough  challenges  in  con- 
sumer markets.  There  are  different 
sales  channels,  cost  structures,  design 
principles,  and  advertising  methods. 
"I'm  very  skeptical  about  the  PC  guys," 
says  Stephen  Reynolds,  an  analyst  with 


market  researcher  Link  Re- 
sources Corp. 

So  everybody's  dealing. 
Apple  has  teamed  up 
with  Sharp  Electronics 
Corp.    and  Toshiba 
Corp.   to  build  con- 
sumer products. 
Tandy  has  clinched 
a  deal  with  Casio, 
and  Geo  Works,  a 
maker  of  soft- 
ware. For  many 
months,  IF5M  has 
^         been  negotiat- 
^^flk        ''^S  ^'^^  Time 
^B^MI^RIK        Warner  to 

^■^^Hb|^A        collaborate  on 

Wm  tti^B  advanced  dig- 
~  ital  cable-TV 

technology  and 
'  is  now  talking 
to  Tele-Commu- 
nications Inc., 
the  largest  U.  S. 
cable  operator,  to 
develop  a  two-way 
information  system. 
Those  who  have 
not  put  ink  to  paper 
are  talking  about  it.  In 
the  digital  world,  every- 
one is  out  to  lunch — talking 
deals.  Sculley  spends  gobs  of 
time  in  Hollywood  with  entertainment 
types,  shuttles  to  New  York  for  meet- 
ings with  publishing  executives,  and 
flies  to  Tokyo  to  negotiate  with  consum- 
er-electronics companies.  Executives 
from  Tele-Communications  recently 
spent  hours  urging  Sony  Chairman  Akio 
Morita  and  other  Japanese  executives  to 
bet  on  cable  as  the  ideal  conduit  for 
digital  programming.  Sega  says  every 
U.  S.  computer  maker  has  knocked  on  its 
door.  And  Microsoft  Chairman  William 
H.  Gates  III  is  everywhere — talking 
with  phone  companies,  cable  companies, 
Hollywood  studios,  and  video-game  mak- 
ers. Says  Gates:  "We  buy  a  lot  of  very 
nice  hot  lunches." 

Short  term,  all  these  lunches 
may  do  little  more  than  drive 
up  Bromo  Seltzer  sales. 
But  while  the  dealmak- 
ing  continues,  the  first 
products  of  the  digi- 
tal revolution  are 
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emerging.  There  are  multimedia  PCs 
combine  data,  graphics,  sound,  and  pj 
itive  video.  Eastman  Kodak  Co.'s  PI 
CD  system  turns  your  old  snapshots 
digital  images  that  are  stored  on  CD-I 
disks  and  can  be  viewed  on  TVs  and  c 
puters.  Philips  sells  a  $799  system  ca 
the  Imagination  Machine,  a  CD-ROM  p 
er  that  hooks  into  a  TV  set  to  dis{ 
interactive  games  and  educational 
grams  that  mix  sound,  graphics,  pho 
text,  and,  eventually,  video.  By  Chi 
mas,  competition  will  be  on  the  m 
starting  with  Tandy  Corp.'s  $699  Vi 
Information  System.  And  by  mid-11 
the  Apple-Toshiba  joint  venture  is 
pected  to  produce  a  multimedia  pla 
being  developed  under  the  code  n£ 
Sweet  Pea. 

HANDHELD  OFFICE.  More  intriguing, 
haps,  is  a  new  category  of  gadj 
called  Personal  Digital  Assistants, 
PDAS.  These  handheld  PCs  are  a  hyb 
electronic  datebook,  Rolodex,  notef 
and  fax  machine. 

Apple  has  staked  out  the  PDA 
with  a  product  called  Newton.  The  6 
8-inch  device,  to  be  built  by  Sharp, 
do  calculations,  list  phone  numbers, 
maintain  schedules  and  to-do  lists.  It 
also  communicate  via  modem  to  s 
and  receive  faxes  or  collect  data  fi 
computers  back  at  the  office. 

Newton's  chief  virtue  is  software  t 
makes  it  easy  for  even  computerpho 
to  use.  There  are  no  computer  fi 
codes,  or  even  a  keyboard.  The  user  j 
writes  plain  English  commands  on  N 
ton's  screen.  Write  "Fax  to  Mary," 
the  device  automatically  looks  up 
fax  number  and  sends  the  message. 

By  the  time  Newton  ships — Ap 
says  in  early  1993 — there  may  be 
sorts  of  PDAS.  This  fall,  IBM  plans 


SIGHED  DEALS 
PROJECTS  UHDER 

Apple  and  IBM 

Kaleida  joint  venture 
create  multimedia  so 

Apple  and  Sharp  Electi 

Sharp  will  build  Apple's  Newt< 
'personal  digital  assistant'  (PD. 


Apple  and  Toshiba 

Collaborating  on 
multimedia  player 


AT&T  a 
GO  Cor 

Develop 


istrale  one  that  will  use  radio  or 
ir-phone  networks  to  pick  up  stock 
s,  the  latest  news,  and  other  data, 
says  it  plans  one.  Tandy,  Casio, 
reoWorks  are  teamed  up  to  build  a 
jnal  information  processor."  Amer- 
'elephone  &  Telegraph  Co.  and  Go 

a  maker  of  handwriting-recogni- 
oftware,  are  working  on  a  "person- 
mmunicator"  that  lets  you  send 
:n  notes.  Hewlett-Packard  is  plan- 
i  new  version  of  its  95LX  handheld 
iter  that  "reads"  hand  printing, 
ler  PDAS  on  the  horizon:  travel 
s  that  contain  maps,  restaurant 
3,  and  foreign-language  transla- 
and  "My  First  PD.^"  for  learning 

spelling,  and  penmanship, 
ile  PDAS  are  being  positioned  large- 
consumer  products,  these  handheld 
nation  tools  have  obvious  business 
ations,  too.  Would-be  PDA  makers 
ilready  noodling  with  job-specific 

such  as  one  under  development 
tple's  labs  that  would  put  all  the 

for  a  Boeing  747 — paper  docu- 
>  that  take  up  10  feet  of  shelf 
— in  an  airline  maintenance  work- 
ands.  The  manual  would  always  be 

date,  thanks  to  periodic  updates 
■lecommunications. 
m  books  are  being  transformed  by 
ew  digital  technologies  (page  61). 
al  electronic  book  players  are  due 
,te  this  year  or  early  in  1993.  These 
ines  will  use  the  huge  storage  ca- 
j  of  CD-ROM  disks  to  pack  digitized 
lopedia  sets,  novels,  and  textbooks 
landheld  machines.  The  idea  is  to 
a  handy  little  player  that  gives  in- 

access  to  text,  illustrations,  and, 
ay,  video  clips. 

;  first  such  product,  Sony's  $549.95 


Data  Discnian,  never  caught  on  with 
consumers  in  the  U.  S.  But  Sony  will  try 
again  in  September  with  a  machine 
known  internally  as  Bookman.  In  addi- 
tion to  presenting  text,  graphics,  and 
sound  stored  on  standard  CD-ROM  disks, 
the  machine  plays  audio  disks.  And 
when  hooked  up  to  a  TV,  it  can  display 
stored  images  in  256  colors. 


flat-panel  screens  that  hang  on  the  wall, 
says  Stephen  D.  Arnold,  president  of  In- 
teractive Home  Systems  Inc.,  a  Red- 
mond (Wash.)  company  that  Microsoft's 
Gates  is  backing  with  his  own  money. 
When  not  being  used  to  beam  in  those 
500  cable  channels,  the  screens  could 
bring  art  to  the  masses.  With  the  flick  of 
a  few  buttons,  digitized  renderings  of 


Dincast 
nd  Fleetcall 

igital  cellular 
lone  system 


IcCaw  Cellular, 
)M,  and  six  Baby  Bells 

Jtting  cellular  data  standards 

odak  and  Apple 

eveloping  software 
r  digital  photograpfiy 

indy,  Casio,  and  GeoWorks 

jvelop  0  PDA 


Books  are  just  the  first  in  a  series  of 
familiar  objects  that  are  candidates  for  a 
techno-makeover.  Phones,  TVs,  and  even 
the  art  on  your  walls  will  undergo  a 
digital  metamorphosis.  AT&T  has  been 
working  for  years  on  souped-up  phones 
containing  microprocessors,  memory 
chips,  and  software  that  will  give  them 
the  power  of  personal  computers.  The 
first  such  product,  due  out  next  year,  is 
the  AT&T  Smart  Phone,  which  includes 
a  touch  screen  and  programmable 
keys  for  functions  such  as 
checking  your  bank  balance. 
Digitization  could  also 
perk  up  your  tired  de- 
cor. By  decade's 
end,  there  could 
be  large-format 


famous  paintings  could  be  summoned. 
Depressed?  Try  a  Van  Gogh.  Or  perhaps 
a  soothing  nature  video.  Interactive 
Home  is  working  on  such  a  system,  and 
Gates  plans  to  use  a  46,000-square-foot 
home  he  is  building  as  a  test  bed.  "This 
will  be  in  some  homes  at  the  end  of  the 
decade,"  Gates  says.  "It  will  be  in  my 
home  a  lot  sooner." 

BACKBONES.  But  even  billionaire  Gates 
can't  buy  all  these  futuristic  gizmos  un- 
til some  foundations  are  laid.  The  most 
important  is  a  high-speed  digital  path- 
way to  zap  all  this  information  to  homes 
and  offices.  The  coaxial  cable  that  now 
carries  TV  signals  may  give  cable  compa- 
nies the  edge  in  laying  new  digital  high- 
ways. Cable  has  the  capacity  (band- 
width, the  experts  call  it)  to  move  1 
billion  bits  of  data  a  second — enough  to 
transmit  the  entire  Encyclopaedia  Bri- 
tantiica  in  about  two  seconds.  To  send 
that  same  material  over  regular  phone 
lines  takes  17  minutes.  Cable  companies 
have  also  spent  millions  of  dollars  in- 
stalling fiber-optic  "backbone"  networks 
between  regional  transmission  centers. 
These  networks  are  able  to  move  huge 
amounts  of  data  at  even  higher  speeds 
to  neighborhood  switches,  where  the  sig- 
nal is  redirected  over  coaxial  wiring. 
But  don't  count  the  local  phone  com- 
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panies  out.  For  starters,  the  cable  com- 
panies lack  the  kind  of  computerized  net- 
work monitoring  and  billing  systems 
that  all  phone  companies  have.  Cable  op- 
erators also  have  little  experience  with 
two-way  communications.  And  a  decade 
of  expansion  that  has  eaten  up  159(  of 
their  capital  budgets  in  recent  years 
leaves  them  in  no  financial  position  to 
lay  fiber  that  last  mile  into  the  home. 

In  addition  to  having  the  right  kind  of 
billing  systems,  network  monitors,  and 
switches,  the  phone  companies  have 
deep  pockets.  Their  problem  is  that  their 
only  connection  to  the  home  is  "twisted 
pair"  copper  wiring,  which  is  woefully 
low-capacity.  Even  using  special  chips 
and  software  to  compress  the  data,  cop- 
per wires  can  transmit  only  the  equiva- 
lent of  1  million  bits  of  information  a 
second — not  enough  for  digital  video. 
The  Baby  Bells  have  estimated  that  it 
would  cost  more  than  .$300  billion  to  re- 
wire the  local  phone  networks  with  high- 
capacity  fil)er-optic  cable. 
'INNATE  DISTRUST.'  One  solution  would 
be  collaboration  between  cable  TV  and 
local  phone  companies.  Such  a  union, 
says  Robert  L.  Barada,  vice-president 
for  corporate  strategy  at  Pacific  Telesis 
Group,  would  combine  the  two-way  capa- 
bility of  the  phone  system  with  the 
broadband  capacity  of  cable.  However, 


Barada  notes,  regulatory  restrictions  on 
the  Bell  operating  companies  rule  out 
such  linkups  now.  Moreover,  he  warns, 
the  two  industries  are  unlikely  to  ally, 
since  they're  already  eyeing  each  other's 
basic  business.  "There  is  a  very  deeply 
felt,  innate  distrust,"  he  notes. 

Another  hurdle  is  compression  tech- 
nology. A  Compu-TV  won't  be  practical 
until  video  can  be  compressed  by  at  least 
seven  times  the  size  it  now  requires.  To- 
day's compression  still  comes  up  short, 
but  many  companies,  including  Intel  and 
Philips,  are  working  on  improving  the 
quality  and  cutting  the  cost.  E.  Jane 
White,  director  of  educational  services 
for  .\BC  Interactive  News,  predicts  im- 
portant compression  breakthroughs 
within  three  years. 

So  once  you  have  a  Compu-T\',  what 
will  you  do  with  it?  Interact.  Forget 
couch  potatoes.  Digitization  lets  you 
take  charge.  Trip  Hawkins,  president  of 
S.MSG,  a  joint  venture  between  computer- 
game  maker  Electronic  Arts  and  Time 
Warner,  describes  how  you  could,  for 
example,  enjoy  an  interactive  version  of 
Wild  Kingdom.  Interested  in  lions? 
Zoom  in,  and  get  a  video  clip  of  the  lion 
hunting.  Maybe  you  would  like  to  see 
the  jungle  from  the  lion's  perspective.  A 
click  on  the  button,  and  the  camera  an- 
gle changes  to  give  you  a  lion's  view. 


Or  try  shopping.  Tap  into  a  fa 
channel,  narrow  your  choices,  the 
place  the  model  on  the  screen  wii 
image  of  yourself  to  see  if  that  i 
Armani  suit  really  is  "you."  If  it  i^ 
the  remote  control  to  order  it.  The  , 
system  and  your  Cornpu-T\'  will  ( 
out  the  details.  Says  analyst  Lee  ^ 
gur  of  Volpe,  Welty  &  Co.:  "11 
activity  will  result  in  profound  ch: 
in  our  lives.  It  will  be  akin  to  Ri] 
Winkle  awakening  after  a  long  slt^ 
SELECTIVE  SOFTWARE.  Of  Course,  na\ 
ing  through  hundreds  of  channels  ( 
teractive  TV  could  make  prograni 
your  \'CR  seem  simple.  That's  V' 
computer  and  software  makers  see  3 
entree  into  the  home — a  market  v 
their  traditional  wares  have  yt 
make  a  big  impact.  Apple  and  Micr 
are  both  developing  software  that  v 
aid  in  sorting  through  the  chai 
and  would  come  up  with  just  what 
want. 

For  an  early  glimpse  of  the  pow 
Compu-TV,  check  out  today's  multin 
PCs,  which  combine  text,  video,  ph 
and  sound.  Multimedia  is  still  the 
ince  of  computer  aficionados — onb 
of  PCs  are  equipped  with  CD-ROM  d 
for  multimedia  software.  But  new 
are  being  published  daily,  and 
cost  of  CD-ROM  drives  has  droppe 
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COVES 


SCROLLED  ANY  GOOD  BOOKS  LATELY? 


1 1  he  idea  of  putting  literary  works 
on  computers  may  seem  like  blas- 
phemy to  avid  readers.  After  all, 
would  trade  the  sublime  experi- 
of  a  few  hours  with  a  perfectly 
-friendly  paperback  for  an  after- 
1  with  a  laptop  computer?  Isn't  it 
linkable  to  reduce  Bleak  House  or 
?//o  to  a  series  of  electrical  im- 
es  flickering  on  a  personal-comput- 
:reen? 

;rhaps.  But  a  growing  number  of 
ishers  are  throwing  tradition  to 
wind.  They  are  betting  that  con- 
ers  will  succumb  to  electronic 
:s  when  they  see  how  the  technol- 
adds  to  the  printed  word  a  whole 

dimension — inter- 
)n.  By  marrying 
ware  and  text, 
lers  of  electronic 
cs  are  able  to  call 
footnotes,  illustra- 
s,  music,  and 
.tever  else  they 
ht  want  at  any 

in  their  reading. 

TERSHED.'  For 

e,  all  those  digi- 
d  atmospherics 
ht  spoil  the  taut 
•ative  of  the  latest 
Carre.  In  nonfic- 
works,  however, 
tronic  books  are 
ling  short  of  "a 
arshed  in  publish- 
"  says  Michael 
lin,  head  of  refer- 
;  works  for  Ran- 
I  House  Inc.  Many 
larchers  and  stu- 
ts  who  must  deal 
1  massive  tomes 
eagerly  embracing 
ttronic  versions 
t  allow  them  to 
igate  text  quickly. 

0  electronic  publishing  looks  to  be 
of  the  hottest  high-tech  opportuni- 
around.  Consider  the  sales  explo- 

1  in  CD-ROM  disks,  which  look  like 
sic  CDS  but  store  huge  amounts  of 
a — text,  graphics,  photos,  and 
nd.  About  2  million  disks  will  be 
1  this  year,  up  from  100,000  in  1988, 
s  the  Bureau  of  Electronic  Publish- 
Inc,  a  Parsippany  (N.J.)  distribu- 
of  CD-ROM  titles.  That's  equal  to 

•Idwide  retail  sales  of  $600  million, 
wing  at  80%  per  year  for  much  of 

decade,  the  bureau  predicts, 
.eading  this  new  realm  of  publish- 

are  electronic  encyclopedias,  which 


already  outsell  their  printed  counter- 
parts in  school  libraries.  The  top-selling 
CD-ROM  editions  from  Grolier  Electronic 
Publishing  Inc.  and  Compton's  New- 
Media,  a  division  of  224-year-old  Ency- 
clopaedia Britannica  Inc.,  cost  about 
the  same  as  the  shelfload  of  books 
they  replace.  But  by  typing  in  key- 
words, students  can  instantly  browse 
through  articles,  illustrations,  photos, 
and  even  brief  animations — showing 
the  functioning  of  a  heart  valve,  for 
example.  This  fall,  Microsoft  Corp. 
plans  to  introduce  its  own  multimedia 
encyclopedia,  based  on  content  licensed 
from  Funk  &  Wagnalls. 
The  success  of  electronic  encyclope- 


LAPTOP  LITERATURE: 
THE  DIGITIZED 
JURASMKMKK 
INCLUDES  ANIMATED 
CLIPS  OF 
DINOSAURS  S^- 


dias  has  inspired  dozens  of  other  types 
of  electronic  books.  Medical  references, 
atlases,  technical  manuals,  film  guides, 
and  children's  stories  are  all  ripe  for 
digitization.  Says  Susan  Boeschen, 
vice-president  of  Microsoft's  Consumer 
Div.:  "Serious  reference  works  and  en- 
tertaining educational  titles  will  drive 
the  market  into  the  home." 

And  into  classrooms.  Electronic  for- 
eign-language texts  offer  interactive 
drill-and-practice  routines.  And  Mc- 
Graw-Hill Inc.,  publisher  of  BUSINESS 
WEEK,  has  prepared  a  CD-ROM  that  of- 
fers interactive  lessons  in  human  anat- 
omy. The  technology  promises  to  make 
history  come  to  life — almost  literally. 


ABC  Interactive  News,  the  network's 
four-year-old  electronic-publishing  arm, 
is  supplying  publishers  of  electronic 
history  books  with  news  footage  of 
events,  such  as  men  walking  on  the 
moon.  Video  will  become  "mandatory" 
in  textbooks,  predicts  E.  Jane  White, 
ABC  Interactive's  director  of  education- 
al services. 

NOVEL  USE.  It's  still  not  clear  who  will 
capitalize  most  on  this  new  market — 
the  publishers  that  own  the  content  or 
the  software  companies  that  know  how 
to  create  snazzy,  interactive  programs. 
So  far,  Sony  Electronic  Publishing  Co. 
and  Britannica's  Compton's  NewMedia 
unit  are  among  the  most  aggressive.  In 
^^^^^^^1  addition  to  creating 
^^R^^^H  their  own  titles,  they 
are  signing  up  dozens 
j^^l  of  smaller  publishers 
'^^^  as  affiliates.  By  con- 
trolling hundreds  of 
titles,  they  should 
gain  clout  in  distribu- 
tion channels. 

To  some,  even  the 
electronic  novel  isn't 
farfetched.  Random 
House  and  Voyager 
Co.,  an  electronic-book 
specialist  in  Santa 
Monica,  Calif.,  have 
collaborated  on  adapt- 
ing for  Apple  Comput- 
er Inc.'s  PowerBook 
notebook  computer 
more  than  20  titles, 
ranging  from  classics 
such  as  Moby  Dick 
and  Crime  and  Pun- 
ishment to  Jurassic 
Park,  Michael  Crich- 
ton's  1990  thriller.  The 
plot  revolves  around 
dinosaurs  brought  to 
life  via  gene-splicing. 


Readers  can  call  up  scientific  data  or 
animated  clips  of  dinosaurs. 

That  may  not  be  enough  to  get  most 
readers  to  opt  for  a  computer  screen 
instead  of  pages  that  they  can  touch 
and  turn.  But  Voyager  President  Rob- 
ert Stein  says  thousands  have  so  far 
bought  into  the  concept.  "Everybody 
finds  their  own  reason  for  it,"  he  says. 
For  some,  a  stack  of  diskettes  is  easier 
to  carry.  Others  say  the  bright  screen 
of  the  PowerBook  means  you  can  read 
in  bed  with  the  lights  out.  And,  of 
course,  electronic  books  save  trees. 
"Ink  on  paper,"  Stein  .says,  "isn't  the 
only  way  anymore." 

By  Evan  I.  Schwartz  in  New  York 


;tory 
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about  $300,  from  $700  two  years  ago. 

Hollywood  is  intrigued  by  the  new 
technology.  There  are  dozens  of  jjrojects 
under  way  to  crank  out  glitzy  multime- 
dia titles  for  entertainment,  education, 
and  the  hybrid  "edutainment."  Says  ac- 
tress-producer Shelley  Duvall:  "This  is 
the  equivalent  of  the  Golden  Age  of  tele- 
vision. And  the  early  bird  gets  the 
worm."  Duvall,  working  with  a  Canadi- 
an company.  Sanctuary  Woods,  is  pro- 
ducing an  interactive  kids'  game  called 
"It's  a  Bird's  Life."  Click  on  a  parrot, 
and  a  box  appears  describing  its  natural 
habitat  or  how  it  got  from  the  Amazon 
jungle  to  Los  Angeles.  Star  Wars  pro- 
ducer George  Lucas  is  converting  the 


Young  Indiana  Jones  Chronicles  TV  se- 
ries to  digital  format  so  he  can  create 
multimedia  spin-offs  such  as  games  and 
educational  programs. 

Hollywood's  music  industry  is  also  in 
on  the  act.  Teen  music  stars  Kriss  Kross 
and  C&C  Music  Factory  have  helped  Sony 
develop  a  CD  game  that  lets  you  make 
•your  own  music  videos.  Songwriter  Allee 
Willis,  who  is  working  on  interactive 
CDS,  says  Hollywood  will  save  multime- 
dia from  death  by  boredom.  "This  needs 
to  have  that  warmth  and  feeling,"  she 
says.  "And  I  think  it's  going  to  come 
from  artists." 

The  truth  is,  no  one  really  knows 
which  person,  company,  or  industry  will 


shape  the  new  digital  world.  The  \  ' 
is  information  anytime,  anywhere-: 
George-and-Jane  lifestyle  with  a  Coi] 
TV  in  the  home,  a  PDA  in  the  pocket, 
an  office  where  computers  are  as 
to  use  as  phones.  But  will  it  really  n 
rialize  before  2000?  Says  Dave  N; 
head  of  Apple's  Advanced  Techno 
Group:   "Right  now,  the  industr 
throwing  lots  of  things  against  the 
What  will  stick  isn't  clear."  The 
thing  that  is  clear  is  that  this  di 
revolution  will  be  televised. 

Bij  Kathy  Rebel lo  in  San  Francisco, 
Ricliard  Brandt  in  San  Francisco, 
Coy   in    Neie    Vor/,-.    Marl^  Lewyi 
Wasliington,  and  bureau  reports 


SONY'S  RECIPE:  ONE  PART  HARDWARE,  ONE  PART  SOFTWARE 


In  Japan,  champon  is  a  popular 
stew  brimming  with  makings  that 
eventually  come  together  in  robust 
harmony.  Right  now,  Sony  Corp. 
boasts  a  fuller  cupboard  of  ingredients 
than  any  other  company  trying  to  cook 
u])  a  digital  stew. 

No  one  can  deny  Sony's  strengths  in 
compact  disks,  integrated  circuits,  and 
audio  and  video  hardware.  It  also  ex- 
cels in  making  elec- 
tronics that  are  porta- 
ble and  user-friendly. 
But  Sony  is  trying  for 
another  edge  in  the 
digital  future — by 
selling  the  latest  gad- 
gets as  well  as  the 
software  they  use. 
The  digital  future  is 
simply  "computing 
plus  entertainment," 
says  Michael  P.  Schul- 
hof,  vice-chairman  of 
Sony  Corp.  of  Ameri- 
ca. So  the  key  soft- 
ware is  movies  and 
music,  which  is  one 
reason  why  Sony 
bought  Columbia  Pic- 
tures Inc.  (page  76) 
and  CBS  Records  Inc. 
"I  spent  $8  billion  of 
Sony's  money  devel- 
oping this  strategy,"  says  Shulhof.  The 
result?  "We're  the  best-positioned  con^ 
pany  in  the  world."  Indeed,  only  rival 
Matsushita  Electric  Industrial  Co., 
owner  of  MCA  Inc.,  now  comes  close  to 
matching  Sony's  mix  of  digital  hard- 
ware and  entertainment  software. 

It  all  comes  together  in  a  series  of 
interactive  gadgets  equipped  with  opti- 
cal disks  storing  images  with  full  color, 
motion,  and  sound.  The  machines  will 


do  much  more.  "Our  new  CD  medium 
will  be  used  for  everything:  entertain- 
ment, computing,  data  storage,  and 
telecommunications,"  says  Nobuyuki 
Idei,  a  Sony  board  member. 

Idei  figures  the  technology  will 
evolve  over  10  years.  In  the  meantime, 
Sony  is  focusing  on  what  Ron  Sommer, 
president  of  Sony  America,  calls  the 
"three  P's"  of  the  digital  revolution: 


( 


personal  entertainment,  personal  infor- 
mation, and  personal  communications. 
The  first  gadget  is  Data  Discman,  a 
hand-held  electronic  book  player. 
About  200,000  have  been  sold  in  two 
years. 

Data  Discman's  forte  isn't  flipping 
electronic  pages  in  the  latest  potboiler 
but  helping  dig  information  out  of  ref- 
erence tomes.  Now,  when  a  technician 
from  Northern  Telecom  Ltd.  makes  a 


call,  a  Data  Discman  goes  along,  cai 
ing  the  equivalent  of  18,000  pages 
manuals  on  disk.  By  using  keywoi 
technicians  instantly  flip  to  the  "pa 
describing  the  repair  procedure. 
OUTTAKES.  More  digital  gadgets 
due  out  this  fall,  including  the  "Be 
man,"  a  more  powerful  electronic  b' 
player.  Also  coming  soon  are  the  f 
digital  spin-offs  from  Sony's  entert; 

ment  group:  CD-R 
based  video  gam 
This  is  where  own 
a  movie  studio  is 
ginning  to  give  S' 
an   edge,  says 
Olafsson,  president 
Sony  Electronic  I 
lishing  Co.  While  | 
ducing  movies, 
says,  Sony  can  s!  l 
extra  footage  for  » 
in  interactive  vhi 
games.  The  technic 
is  being  tried  w 
Dracula,  a  fall  J. 
relea.se,  and  with  ( 
lumbia  Televisic.' 
production  of  Jo) 
ney  to  the  Centerc 
the  Earth. 

But  entertainma 
alone  does  not  a 
tal  future  make.  « 
spite  numerous  attempts,  Sony  -i 
never  succeeded  in  computers  nr  i 
communications.  "Of  course,  vvf  li 
to  learn  a  lot  about  computers  and  • 
cessors,"  says  Idei.  To  help  in  telecj 
munications,  Olafsson  says  Sony  w- 
like  to  work  out  a  partnership  wr 
phone  company.  Even  a  master  c| 
needs  help  in  cooking  up  a  digital  st' 
By  Robert  Neff  in  Tol<yo,  with  Era 
Schivartz  in  New  York 
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RCHE  For  S/mngs  Wrm 

Anacomb 


The  more  successful  the 
Tipany,  the  more  information 
i  reates.  So  when  it  comes  time 
store  and  retrieve  this  valuable 
ormation,  more  than  80%  of  the 
tRTUNE  500  rely  on  Anacomp 
i  micrographics  for  a  solution 
tt  lands  them  major  savings. 


Just  What  Is  Fiche? 

Each  Anacomp  fiche  is  a  4"x  6"  sheet  of 
microfilm  that  holds  up  to  700  pages  of 
information,  hi  most  cases,  fiche  can  be 
retrieved  and  used  more  quickly  than 
competing  media  such  as  magnetic  tape 
and  optical  disc.  Most  important,  savings 
in  the  cost  of  paper,  storage  space,  mailing 
costs,  and  manpower  make  fiche 
far  and  away  the 
most  cost-effective 
way  to  store  and 
retrieve  data. 


As  a  cost-effective  alternative 
to  paper-based  information 
management  systems,  Anacomp's 
micrographics  is  unsurpassed. 
Here  are  some  specific  examples 
of  savings  netted  by  Anacomp 
customers: 

>^  An  80%  savings  on 
the  cost  of  labor 

A  99%  savings  on 
the  cost  of  mailing 
'■^fh  A  90%  savings  on 
the  cost  of  materials 

A  99%  savings  on 
the  cost  of  storage. 


When  we  are  invited  to  Anacomp 
your  company,"  we  do  a  thorough 
audit  of  the  way  your  business 
manages  its  information.  Without 
exception,  we  can  provide  precise 
cost  savings  in  real  dollars  over 
specific  time  frames. 

Such  dramatic  savings,  especially 
in  today's  business  environment, 
have  helped  Anacomp  become  a 
member  of  the  FORTUNE  500. 

Let  us  Anacomp  your  company." 
To  find  out  how,  contact  P  Lang 
Lowrey,  SVF|  Anacomp,  Inc.,  3060 
Peachtree  Road,  N.W,  Atlanta,  GA 
30305,  or  call  (404)262-2667. 
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The  Image  Of  The  Future 


?92  Anacomp,  Inc 


us 

ACOMP 
YOUR 
COMPANY 


This  is  ttie 


TTiese  days,  almost  is  almost 
always  trouble. 

In  order  to  achieve  the  organ- 
izational solutions  of  the  90's, 
management  must  address  all 


problem  with  80% 

components  of  the  enterprise. 
Simultaneously 

To  Andersen  Consulting,  this 
means  four  interdependent 
elements:  strategy,  business 


solutions. 

processes,  people  and  technolc 
After  all,  why  waste  time  on 
strategic  solution  if  it  doesn't 
impact  on  your  operations?  Wl 
bother  to  shoot  for  technologic 


provement  if  your  people  are 
t  fully  equipped  to  fall  in  line? 
Andersen  Consulting  has 
►plied  this  principle  of  integra- 
>n  for  manufacturers,  as  well 


as  service  firms,  and  found  it 
equally  true  for  both.  As  is  one 
other  principle. 

A  partial  solution  is  often 
worse  than  none  at  all. 


Andersen 
Consulting 

ARTHUR  ANDERSEN  &  CO.,  S.C. 


MOGULS  I 


SAM  LEFRAK:  ENJOYING 
THE  LAST  LAUGH 


The  flashy  New  York  developer  played  safe  in  the  '80s — and  won 


It's  a  little  distracting.  Disconcerting, 
even.  Here's  Sam  LeFrak,  looking 
for  all  the  world  like  a  reincarnation 
of  W.  C.  Fields,  proclaiming  loudly  why 
so  many  real  estate  developers  bit  the 
dust  in  the  1980s— the  "Decade  of 
Swine,"  as  he  calls  it.  And  over  his 
shoulder,  grinning  her  toothy  grin,  is 
Barbra  Streisand  in  life-size  cutout. 
You've  just  been  ushered  into  LeFrak's 
office  through  a  doorway 
crowned  with  an  enormous 
moose  head  ("Shot  it  right 
through  the  brain,"  LeFrak 
says).  On  the  wall  to  the  left 
you  can't  help  noticing  a 
framed  set  of  gleaming 
shark's  teeth.  As  the  billion- 
aire barks  out  opinion  after 
opinion,  you  listen  politely. 
But  inside,  a  thought  is  gnaw- 
ing at  you:  "How,"  you  won- 
der, "can  I  take  this  guy 
seriously?" 

It's  hard  not  to.  Samuel 
Jayson  LeFrak,  74,  has  long 
been  known  as  an  eccentric 
blowhard  who  built  an  empire 
slapping  up  apartment  build- 
ings for  the  Joe  Sixpack  set. 
(It's  estimated  that  1  in  every 
16  New  Yorkers  lives  in  a 
LeFrak-built  apartment.)  But 
as  one  of  the  worst  real  es- 
tate slumps  in  history  wipes 
out  developers  like  a  hurri- 
cane, the  Lefrak  Organization 
is  holding  its  own.  "Sam  Le- 
Frak is  one  of  the  few  devel- 
opers the  banks  will  still  lend 
money  to,"  says  Peter  Cohen, 
a  consultant  to  Republic  Na- 
tional Bank  of  New  York. 
Echoes  Frank  Lourenso,  exec- 
utive vice-president  at  Chemi- 
cal Bank:  "Sam's  business  is 
strong  and  very.  Very  liquid." 

Call  it  LeFrak's  last  laugh. 
Bankers  estimate  he  has  some 
$400  million  stashed  away  in 
government  securities.  And 
they  say  that  LeFrak's  quirky 
mix  of  businesses — ranging 
from  oil  drilling  to  pop-music 
recording — has  a  net  worth  of 


roughly  $2  billion  (table).  LeFrak  may 
raise  eyebrows  with  projects  such  as 
funding  a  recent  expedition  that  claims 
to  have  sighted  one  of  Christopher  Co- 
lumbus' vessels  near  Jamaica  (he  vows 
to  raise  it  and  put  it  beside  the  Statue  of 
Liberty).  But  in  the  summer  of  1992,  as 
his  47-year-old  son,  Richard,  gradually 
takes  over  the  business,  LeFrak  is  one 
of  the  few  big  developers  who  can  con- 


LEFRAK'S  $2  BILLION  EMPIRE 

 REAL  ESTATE  

Apartments:  92,000  units,  largely  in  New  York  area 
Offices:  5  million  sq.  ft.,  mostly  small  buildings,  but  including 
Manhattan's  40  W.  57th  St. 

Retail  space:  5  million  sq.  ft.,  including  Ashley  Plaza  in  Charles- 
ton, S.C.,  and  Tri-State  Mall  in  Wilmington,  Del. 

 ENERGY  

Lefrak  Oil  &  Gas  Organization:  300  oil-  and  gas-producing 
properties  in  Louisiana,  Texas,  and  Oklahoma 
 ENTERTAINMENT  

Lefrak  Entertainment  Co.:  Produces  Broadway  plays,  including 
My  One  and  Only  and  Crimes  of  the  Heart.  Recording  artists 
have  included  Barbra  Streisand,  Dolly  Parton,  Stevie  B. 

DATA:  THE  LEFRAK  ORGANIZATION,  BW 
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vincingly  say  he  has  money  to  spen 
new  opportunities. 

If  LeFrak's  public  image  is  flam 
ant,  his  business  style  is  quite  the  c 
site.  Over  the  years,  he  has  prov( 
shrewd  and  conservative  develop 
building  his  family's  construction  1 
ness  into  New  York's  largest  pri 
landlord.  The  bulk  of  LeFrak's  rea 
tate  portfolio  consists  of  low-  to  mc 
ate-priced  apartments.  He  owns  9^ 
units,  ranging  from  studios  for  $4c 
three-bedroom  apartments  that  top 
at  $2,400.  At  an  average  of  about  $: 
a  unit,  LeFrak  rakes  in  a  cool  $92  mi 
per  month,  or  $1.1  billion  per  } 
What's  more,  the  mortgages  on  mar 
his  buildings  were  paid  off  years  aj 
Such  cash  flow  means  resiliencj 
the  early  1970s,  when  many  develo 
crashed  along  with  the  real  estate 
ket,  LeFrak  emerged  with  $50  mi 
and  shopped  for  distre 
properties.  In  the  1980s,  \ 
many  were  buying  and  b 
ing  on  speculation,  Le 
made  the  most  noise  wit; 
criticism  of  others.  D( 
Trump?  "Like  I  always 
he  might  be  strutting  ar 
like  a  peacock  today,  but 
gonna  be  a  feather  dust( 
morrow."  The  Reichma 
"I  can't  believe  some  ol 
crazy  deals  they  did." 
MEMENTOS.  LeFrak  cert 
has  had  his  frustratio 
mostly  when  he  strayed 
residential  building.  In 
he  and  two  other  develo 
launched  with  great  fanf  ■ 
$10  billion  planned  comm 
called  Newport  along 
Hudson  River  in  New  Jt- 
Blueprints  called  for  a  ci 
nation  of  residential,  rt 
and  office  space,  ere; 
what  LeFrak  hailed  as 
City  of  the  Future."  Tj 
Newport  is  only  one-thir 
ished  and  is  moving  t 
snail's  pace.  Still,  what's) 
is  nearly  filled,  and  LeF.l 
probably  breaking  even.J; 
Richard  LeFrak:  "At  ? 
we're  not  stuck  with  0 
turkey  we  have  to  feed. 

LeFrak's  biggest  cott 
cial  success,  Manhattan 
story  40  W.  57th  St.,  ha 
his  office.  Near  the  ;:a 
the  moose,  and  Stre.a 
(who  early  in  her  careerss 
on  LeFrak's  record  Ibi 
sits  an  electric-yellow  p(ti 
of  Sam  and  his  wife,  tl 
silk-screened  by  Andy  SV' 


PRUDENT  PACE:  SAM  LEFRAK  AND  HIS  SON,  RICHARD,  AT  NEWPORT 


"If  our  copiers  are  worldng, 
our  people  are  working." 


lie  performance  of  your 
high-volume  copying  systems  is 
il  to  the  productivity  of  your 
anization. 

That's  why  we  Ye  proud  to 
;r  The  Corporate  Line  of  highly 
ductive  high-volume  copying 
;ems— copiers  uniquely 
ated  for  the  demands  of  companies  like  yours. 

The  Corporate  Line,  featuring  the  NP  9800  and  our 
V  NP  6060,  was  designed  for  durability  day  in  and  day 
.  These  copiers  take  productivity  beyond  delivering  more 


THE  CORPORATE  LINE 


copies  per  minute.  With  fast  first  copy 
speeds  so  your  people  spend  less  time 
completing  short  runs.  Sophisticated 
document  handling  and  finishing  capa- 
bilities for  complete  stapled  sets  at 
the  touch  of  a  button.  And  innovations 
like  the  largest  paper  capacities  in  the 
industry  so  your  people  spend  less  time 
at  the  copier,  and  more  time  working. 

The  Corporate  Line,  from  Canon.  For  ten  years, 
Americas  #1  copier  company.  And  now  the  new  power  in 
high-volume  copying.  Call  1-800-OK-CANON. 


'2  Canon  U.S.A..  Inc. 


Canon 


hoi.  Strewn  across  a  credenza  are  photos 
of  Sam  beaming  next  to  General  Nor- 
man Schwarzkopf,  Audrey  Hepburn,  and 
Richard  Nixon. 

Within  LeFrak's  puffed-out  chest, 
however,  beats  the  heart  of  a  deeply 
conservative  investor.  "Don't  overlever- 
age,  have  a  safety  net,  and  prepare  for 
the  worst"  has  been  the  family's  motto 
since  they  launched  the  firm  in  1905. 
Sam's  father,  Harry  Lefrak,  an  architect 
and  builder  who  emigrated  from  France, 
began  by  building  tenements  for  immi- 
grants on  Manhattan's  Lower  East  Side. 
Soon  he  crossed  the  East  River  and 
started  developing  stores  in  Brooklyn. 

Sam,  who  added  the  capital  F  to  his 
name  in  the  early  1970s  to  highlight  his 
French  heritage,  joined  the  business  af- 
ter graduating  from  the  University  of 
Maryland.  He  erected  his  first  apart- 
ment building  in  1938  in  the  Flatbush 
section  of  Brooklyn  and  over  the  next 
two  decades  built  hundreds  of  low-cost 
cooperatives  and  apartments  throughout 
New  York.  As  the  company  grew,  he 
became  known  for  his  shouting  matches 
with  {lublic  officials  and  speeches  pep- 
pered with  offbeat  idioms.  "I  build  for 
the  masses,  not  for  the  classes,"  he  likes 
to  say.  Or,  "I  live  by  the  golden  rule: 
The  guy  with  the  gold  makes  the  rules." 
'THE  BEST.'  Richard  LeFrak  isn't  exactly 
a  chip  off  the  old  block.  While  Sam  con- 
siders himself  a  visionary  who  bounces 
back  and  forth  from  real  estate  to  enter- 
tainment, Richard  is  a  soft-spoken  prag- 
matist.  He  runs  the  company  day  to  day 
and  has  stayed  the  family's  conservative 
course.  With  prices  and  interest  rates 
depressed,  Richard  is  negotiating  to  buy 
as  many  as  5,000  distressed  apartment 
units  in  Arizona,  Florida,  and  New  En- 
gland. And  he's  building  1,000  more  in 
New  Jersey. 

The  most  radical  thing  Richard  pro- 
|)Oses  is  to  expand  overseas.  Over  the 
past  two  years,  Richard  and  Sam  have 
traveled  to  both  Eastern  Europe  and 
Latin  America,  making  contacts  and 
studying  the  market.  They  see  opportu- 
nity but  don't  expect  to  build  for  some 
time.  As  for  "The  City  of  the  Future," 
Newport  will  move  at  its  own  pace,  Rich- 
ard says.  Otherwise,  he  doesn't  plan  to 
do  much  more  in  terms  of  commercial 
develo|)ment.  "It  doesn't  take  a  rocket 
scientist  t(i  sei'  that  there's  already  too 
much  office  and  retail  space,"  he  says. 

It's  safe  to  say  that  the  Lefrak  Orga- 
nization is  not  built  on  rocket  science.  "I 
wouldn't  call  what  LeFrak  has  done  ge- 
nius," says  real  estate  consultant  Larry 
Russo.  "But  he's  the  best  at  what  he 
does."  Plenty  of  developers  who  were 
hailed  as  prodigies  in  the  1980s  found 
their  way  to  bankruptcy  court  in  the 
'90s.  Sam  LeFrak  may  be  full  of  bluster, 
but  he  still  has  plenty  to  bluster  about. 

By  Ron  Stodf/hill  II  in  New  York 
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RETAILING  I 


FEDERATED'S  SLOW  RIDE 
ON  THE  UP  ESCALATOR 

Earnings  have  risen,  but  it's  dependent  on  the  weary  Northeasi 


Allen  Questrom  doesn't  look  like  a 
man  who  has  been  to  hell  and 
back.  Tall,  slim,  tan,  and  well- 
dressed,  the  top  executive  at  Federated 
Dei}artment  Stores  Inc.  epitomizes  the 
soigne  Seventh  Avenue  look.  It  comple- 
ments the  message  that  he  is  trying  to 
impart  to  employees,  suppliers,  inves- 
tors, and  the  press:  After  two  years  of 
the  most  complex  and  expensive  bank- 
ruptcy ever  seen  in  retailing,  Federated 
emerged  from  Chapter  11  a  full  six 
months  ago  and  is  doing  just  fine,  thank 
you.  The  new  Federated,  says  Chairman 
and  Chief  Executive  Questrom,  "is  on  an 
incline,  not  a  decline." 

True,  Federated  seems  to  be  climbing 
out  of  its  hole.  For  the  six  months  end- 
ing Aug.  1,  operating  earnings  from  the 
seven  Federated  chains,  including 
Bloomingdale's,  A&s/Jordan  Marsh,  Bur- 
dines,  and  Rich's,  rose  1157',  to  $107.5 
million,  on  flat  sales  of  $3  billion.  But 
Questrom  vows  he  can  raise  Federated's 
profits  to  the  levels  of  rivals  Dillard  De- 
partment Stores  Inc.  and  May  Depart- 
ment Stores  Co. — and  that  will  be  a  far 
steeper  climb.  Federated's  estimated 
1992  cash  flow  is  8.37'  of  sales,  com- 
l)ared  with  12.17  for  Dillard's  and  13.37 
for  May.  To  hit  Dillard's-style  cash  flow. 
Federated  would  need  to  boost  sales  to 
$200  a  scjuare  foot  from  the  current  esti- 
mated level  of  $150. 

NOT  BULLET-PROOF.  If  the  arithmetic  is 
against  Federated,  so  is  geography. 
Roughly  407  of  sales  come  from  stores 
scattered  through  the  Northeast,  a  re- 
gion packed  with  discount  chains,  outlet 
malls,  and  competing  department  stores. 
It  also  has  some  of  the  country's  highest 
rent  and  labor  costs — plus  a  large  pool 
of  unemployed,  wallet-clutching  consum- 
ers. "Federated's  future  is  linked  to  the 
health  of  the  Northeast,"  says  Alan  Mill- 
stein,  a  retail  consultant  in  New  York. 
"Even  with  the  outstanding  talent  they 
might  have,  the  company  can't  overcome 
the  realities  of  unemployment." 

No  wonder  even  bullish  followers  of 
Federated  sound  a  cautionary  note. 
"This  is  not  a  bullet-proof  story,"  says 
Michael  Exstein,  an  analyst  at  County 
NatWest  Securities  USA.  What  encour- 
ages Exstein  and  others,  though,  is  that 


Questrom  and  James  M.  Zimmerr 
the  operating  chief,  have  establish* 
strategy  of  improving  efficiency 
sharing  merchandising  know 
throughout  Federated — a  big  ach: 
ment  at  a  company  that  for  years 
lacked  a  well-executed  plan  of  attac 
Four  of  Federated's  chains — Rich 
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1991  sales 
lion,  35  sto 

chains  now  operate  as  one  division.  No 
market  means  profit  margins  ore  slim 

$1.3  billion  sales,  46  s 
Jordan  Marsh  and  Maa: 
stores  in  Florida  were  incorporated  into 
which  faces  increasing  competition  fron 
in  the  sunshine  state 

$1.1  billion  sa 
stores.  New  Cf 

working  to  jump-start  soles  at  this  forms 
leader.  While  lackluster  branch  stores  g 
attention,  he's  spending  $35  million  thi; 
make  over  the  Manhattan  flagship 

$935  million  sales,  40  < 
Acquisitions  have  made  i 
department-store  presence  in  the  Midw 
one  of  Federated's  lowest  cost  structure 
$818  millio 
23  stores.  / 
derated's  most  profitable  chains,  it  is  b( 
from  Macy's  crumbling  market  share  in 
|PPP||Pffi|H|i;^  $720.4  million  sale 
stores.  Dominates  c 
ment-store  business  in  Northwest  and  r( 
highly  profitable  throughout  bonkruptc 
I  $669  million  sales,  22  si 

i-  Highly  promotional,  mode 

priced  chain  enjoys  healthy  profit  morg 
sluggish  New  York  and  New  Jersey  ma 

DATA;  COMPANY  REPORTS,  BW 


RICH'S/GOLDSMITH'S 


the  South,  Burdines  in  Florida,  1,; 
in  the  Midwest,  and  Bon  Marcln' 
Northwest — have  healthy  op<M 
margins  and  are  the  dominant  stu 
their  markets.  In  areas  where  Fe 
ted's  position  needed  shoring  up,  (j 
trom  has  been  closing  stores  and  cu] 
back.  A&S  in  Brooklyn,  N.  Y.,  and 
ton's  Jordan  Marsh  merged  their  ' 
quarters  and  backroom  operatior 
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1,  a  move  that  will  save  some  $25 
1  annually.  In  Florida,  Burdines 
ned  with  Jordan  Marsh  and  Maas 
ers,  laid  off  1,500  employees,  and 
■ed  annual  savings  of  $30  million, 
rom  also  lopped  off  almost  $950 
1  in  debt  by  issuing  new  stock  in 
Long-term  debt  is  now  $2.2  billion, 
lelow  the  $8.2  billion  in  obligations 
lUshed  it  into  Chapter  11. 
EXCHANGE.  Important  as  cutting 
and  debt  is,  boosting  sales  is  even 
vital,  and  that  calls  for  a  cross- 
ition  of  profitable  ideas  among  the 
.  A  computer  system  that  was  de- 
'd  by  Rich's  to  track  inventories 
iles  is  being  installed  in  all  chains. 
;op  executives  from  each  division 
isit  each  other  to  trade  cost-saving 
and  selling  techniques.  That's  a 
;d  departure  from  prebankruptcy 
when  the  chains  were  more  com- 
'e  than  cooperative. 


Marche's  president.  "We  don't  have  this 
attitude  that  'just  because  it's  not  my 
idea,  I  don't  want  to  try  it.'  " 

Bloomingdale's  is  similarly  trying  to 
incorporate  techniques  originated  at 
Nordstrom  Inc.  and  Burdines.  At  Bur- 
dines,  a  "preselling"  program  has  sales- 
people keeping  lists  of  customers  to  call 
about  promotions  and  new  items.  Bloom- 
ingdale's disdained  such  tactics  when  it 
was  the  undisputed  mecca  for  style.  "In 
the  Seventies  and  Eighties,  people 
flocked  to  the  store,"  says  Barry  Bien,  a 
salesman  at  Bloomingdale's  in  White 
Plains,  N.  Y.  "We  were  just  clerks  writ- 
ing up  business." 

But  with  bankruptcy  distracting  man- 
agement and  spooking  suppliers,  Bloo- 
mies'  merchandise  came  to  seem  pricey 
but  ordinary,  and  sales  stagnated.  Mi- 
chael Gould,  who  left  per-  fim 
fumer  Giorgio  Beverly 
Hills  to  head  Blooming- 


merging 
Brooklyn's 
A&S  and 
Boston's 
Jordan  Marsh, 
Questrom  will 
save  $25 
million  a  year 


;e  the  recent  exchange  between 
•us  and  Bon  Marche,  also  known  as 
Bon.  Lazarus  developed  a  young 
.  department  called  Sports  Forum, 
,  sold  clothes  with  sports  insignia  in 
ce  packed  with  TVs  showing  sports 
3.  Eight  months  ago,  The  Bon 
ed  Sports  Forum  to  the  Seattle 
3t.  "We  got  a  tremendous  pop  out 
,"  says  Robert  DiNicola,  Bon 


dale's  last  summer,  has  been  retraining 
salespeople  and  offering  extras  that  cus- 
tomers remember:  changing  tables  for 
babies  in  both  men's  and  women's 
rooms,  free  coffee,  and  exit  interviews 
to  see  what  shoppers  think.  And  Bien 
now  has  the  names  of  200  customers 
who  have  agreed  to  let  him  call — some- 
times just  to  schmooze.  "I  must  make  10 
phone  calls  a  day,"  says  Bien.  The  re- 


sult? "My  business  has  improved  'SO'/'." 
Bloomingdale's  business  seems  to  have 
gotten  a  lift,  too.  "Even  problem  spots 
like  the  Chicago  store  that  were  losing 
substantial  amounts  of  money  two  years 
ago  may  have  broken  even  last  year," 
says  Exstein. 

Still,  some  of  Federated's  efforts  at 
rejuvenation  have  rattled  shoppers  and 
salespeople.  At  the  Coral  Springs  Mall  in 
Florida,  there  are  now  two  Burdines 
stores — one  of  them  a  former  Jordan 
Marsh.  Dottie  Shifflet,  a  sales  specialist 
in  the  infant  department  at  the  old  Jor- 
dan Marsh,  has  noticed  two  trends:  The 
Burdines  at  the  other  end  of  the  mall 
gets  a  wider  range  of  sophisticated 
brands.  "We  feel  like  the  stepchild," 
says  Shifflet.  Meanwhile,  customers  loy- 
al to  the  old  Jordan  Marsh  drifted  else- 
where, put  off  by  the 
name  change.  Only  now 
are  they  slowly  coming 
back  again. 

STOCK  STORY.  Wooing 
customers  isn't  Federat- 
ed's only  challenge:  It 
has  to  keep  romancing  in- 
vestors as  well.  To 
emerge  from  bankruptcy 
in  February,  Federated 
wiped  out  $5  billion  in  old 
obligations  by  issuing 
new  notes  and  some  80 
million  new  shares  of 
stock  to  its  creditors.  In 
February,  20  million  of 
those  shares  started  trad- 
ing immediately  at  11  Va. 
The  remaining  60  million 
were  restricted  from 
trading  for  varying  lengths  of  time  after 
Federated  made  its  public  offering  of  46 
million  shares  in  May.  This  November, 
creditors  can  start  trading  about  half  of 
the  restricted  stock.  Creditors  eager  to 
reap  some  gain  from  their  investment 
may  rush  to  dump  the  newly  unrestrict- 
ed shares,  pushing  Federated  stock,  now 
trading  at  13 V2,  into  a  rapid  decline. 

Questrom  and  Zimmerman  say  they 
are  discussing  with  creditors  how  to  stop 
a  scary  sell-off  from  happening.  So  far, 
those  discussions  haven't  been  made 
public.  But  the  health  of  Federated's 
stock  and  the  confidence  of  investors  ul- 
timately depends  on  how  much  Ques- 
trom's  reforms  can  improve  Federated's 
basic  retail  business.  After  toughing  it 
out  for  the  past  two  years,  Questrom 
likes  his  prospects.  "People  said  we  only 
had  a  1-in-lO  chance  of  coming  out  of 
bankruptcy,"  he  says.  "We  beat  tremen- 
dous odds."  Handicapping  the  odds  at 
the  postbankruptcy  Federated  will  be 
one  of  Wall  Street's — and  Seventh  Ave- 
nue'.s — favorite  activities  this  fall. 

By  Laura  Zhni  hi  Nciv  York,  icith  Dori 
Jones  Yang  in  Seattle,  Walecia  h'onrad  in 
Atlanta,  and  bureau  reports 
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MAKING  A  SPLASH:  FUJI  AND  KODAK  MAKE  WATERPROOF  MODELS  FOR  THE  ACTION-ADDICTED 


THE  HOTTEST  THING 
SINCE  THE  FLASHBULB 


Slow  to  develop,  disposables  have  become  a  $200  million  market 


The  ,!j,ut'sts  at  Diane  and  L.J. 
Palazesi's  wedding  in  Bo.ston  earli- 
er thi.s  yeai'  t'ounfl  a  surprise  on 
each  table:  a  disposal)le  camera.  Afraid 
the  professional  photosraphei-  would 
miss  tliose  spdntaneous  moments  that 
define  a  weddint^',  the  hride  anrl  sroom 
liou^ht  a  dozen  of  the  $11  cameras  and 
invited  t^'uesls  to  take  candid  snaps.  Sev- 
i-ral  hours  and  hundreds  of  flashes  later, 
t^uests  simply  dumped  the  cameras  in  a 
hag  to  he  shipped  off  to  the  developer. 
"We  got  a  lot  of  really  fun  pictures," 
says  Diane.  "It  was  a  ^reiit  idea." 

Fun.  Cheap.  Easy  to  use.  That  po- 
tent combination  has  turnerl  the  dispos- 
able camei-a— basically  a  roll  of  fihn  with 
a  cheap  plastic  case  and  lens— into  the 
hottest  thin<<  in  photography.  Sales  in 
the  U.  S.  zoomed  50%  la.st  year,  with  no 
sign  of  leveling  off  (chart).  Projected 
sales  for  1992  are  22  million  units  in 
the  U.S.,  oi-  about  $200  million  at  re- 
tail. "I  could  see  sales  trijiling  or  even 
tiuadrupling  within  three  year's,"  says 
Joel  B.  St  reefer,  camera  buyer  at  « 
Kmart  Corp.,  which  is  so  enthusiastic  f 
that  it  has  gi-anted  disposables  covet- 
ed space  at  its  checkout  counters.  To 
make  sure  th(^  enthusiasm  doesn't 
wane,   Eastman   Kodak  Co.,  witli 


about  (i5%  of  the  U.S.  market  for  dis- 
posables, and  Fuji  Photo  Film  USA  Inc., 
with  about  25%,  are  rolling  out  niche 
products  for  everything  from  underwa- 
ter jihotograjihy  to  close-ups  of  l)al)y. 

It's  a  pleasant  surprise  for  the  ama- 
teur film  i)nsiness  in  the  U.  S.,  where  re- 
tail sales  have  stayed  flat  since  1989  at 
750  million  rolls,  or  about  $2.1  billion  a 
year.  "It's  been  a  real  shot  in  the  arm," 
says  Rod  H.  King,  senior  marketing 
manager  at  Fuji  Photo. 

When  Fuji  pioneered  disposable  cam- 
eras in  Japan  in  1986,  few  in  the  film 
business  expected  them  to  click.  After 
all,  most  people  already  had  cameras. 
And  disposables  were  slow  to  catch  on 
in  the  U.S.,  where  they  were  intro- 
duced b\  Kodak  in  late  1987. 


20  THROWAWAY 
CAMERAS  ARE 
<s  A  RUNAWAY  HIT 
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DAM  PHOTO  MARKETING  ASSN ,  FUJI  PHOTO  FILM  USA 


But  as  the  pul)lic  grew  more  fami 
with  the  product,  the  disposal:)le  star 
to  sell  itself  by  filling  needs  that  regi 
cameras  can't.  One  giant  need:  be 
there  when  your  fancy  Minolta  or  Ca 
isn't.  Peter  M.  Palermo,  general  in 
ager  of  Kodak's  consumer  imaging 
vision,  figures  about  half  of  purcha 
are  made  by  people  who  left  their  rg 
lar  camei'as  at  home.  Buying  a  new  ci 
era  would  be  extravagant;  an  $8  to 
disposable  is  cheap  by  comparison,  e' 
with  the  added  cost  of  processing.  "D' 
think  of  it  as  a  camera,  think  of  it 
convenient  film,"  says  John  J.  Ru! 
partner  at  New  England  Consult 
Group  in  Westport,  Conn. 

Film  marketers  also  figure  that 
least  half  the  photos  taken  with  dis] 
ables  wouldn't  have  been  shot  otl 
wise,  as  buyers  keep  finding  new  r 
for  the  devices.  Wedding  snaps  like 
Palazesis'  are  a  hot  growth  area.  Ti- 
drivers  now  use  disposables  to  rec 
accident  scenes.  The  cameras  also 
peal  to  teens  and  senior  citizens  \ 
find  regular  cameras  either  dauntinj 
use  or  too  pricey  to  buy.  As  for  qua 
disposables  are  still  no  match  for  exj 
sive  35  mm  cameras.  But  since  they 
35  mm  film,  they  produce  better-tiuc 
iJiotos  than  those  old  Instamatics. 
SOMETHING  FISHY.  Now,  Kodak  and 
are  mixing  different  film  speeds,  len 
and  accessories  to  tailor  disposable; 
almost  any  need.  Standing  on  the  e 
of  the  Grand  Canyon?  Disposables 
take  panoramic,  wide-angle  shots.  Sn 
ling?  Focus  on  that  floimder  with 
underwater  disposable.  Sports  fans 
another  target:  Kodak  now  markel 
telephoto  version  with  ultrafast  ] 
ASA  film  for  the  stadium  set.  The  con 
ny  sold  4,000  of  these  through  a 
cial  vendor  at  last  year's  Super  B( 
Kodak  planners  ai"e  looking  at  a  mi 
etiuipped  with  a  short  focal-length 
and  fast  film  requiring  less  light  to 
ture  an  image.  They  figure  part 
would  like  this  disposable  to  take  si 
shots  of  their  babies  Vv^ithout  the 
turl)ing  flash. 

There's  room  for  even  more  ma: 
segmentation.  Just  look  at  camera-ha 
Japan,  where  disposables  now 
ture  more  than  10%  of  the 

J market,  vs.  3%  in  the  U.  S.  In 
Japanese  catalog  aimed  at  yo 
1 1     women,  Kodak  sells  a  package 
'  I  five  pastel-colored  cameras  for 
k  I  including  a  version  with  a  fish 
I  lens  and  another  with  a  foggy  len 
!i  create  a  rosy,  romantic  glow.  For 
i  film  industry,  disposables  are  al 
I  the  only  product  around  that's  ( 
'  remotely  rosy. 

Bt/  Mark  Marenumt  in  Bostaii, 
Robert  Neff  in  Toki/o 
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SPENDING  I 


CAN'T  LIVE  WITH  'EM, 
CAN'T  LIVE  WITHOUT  'EM 


Entitlements  are  a  monstrous  expense.  But  try  cutting  them 


In  the  beginning — 1935,  that  is — there 
was  Social  Security,  which  helped 
millions  of  citizens  avert  a  destitute 
old  age.  In  19(j.5,  Social  Security  begat 
medicare,  which  ensured  that  the  elder- 
ly's  basic  medical  needs  would  be  met. 
Americans  now  see  guaranteed — and 
largely  free — health  care  as  a  fundamen- 
tal right  for  those  aged  65  and  over. 

In  1992,  there  are  "entitlements" — un- 
controllable budgetary  monsters  that 
swallow  up  almost  half  of  all  federal 
spending  and  threaten  to  consume  $1 
out  of  every  $7  produced  by  the  U.  S. 
economy  by  the  year  2000.  Politicians 
from  President  Bush  to  Ross  Perot  to 
Paul  Tsongas  have  proposals  to  tame 
entitlements.  And  economists  worry  that 
the  ballooning  federal  budget  deficit, 
now  estimated  at  $331  billion  for  fiscal 
1993,  can't  be  shrunk  without  getting  a 
grip  on  entitlement  spending.  "This  is 
what's  going  to  eat  us  alive  in  the  none- 
too-distant  future,"  warns  Urban  Insti- 
tute economist  Isabel  V.  Sawhill. 

There's  just  one  problem:  Those  be- 
loved programs  for  the  elderly  and  those 
voracious  entitlements  are  two  sides  of 
the  same  coin.  More  and  more,  the  feder- 
al budget  is  dominated  by  a  few  huge 
programs  whose  spending  is  on  auto- 
matic pilot — not  just  Social  Security  and 


medicare,  but  medicaid,  veterans'  bene- 
fits, and  civil  service  and  military  pen- 
sions (charts).  The  defense  budget  is 
shrinking,  and  spending  for  law  enforce- 
ment, education,  and  other  government 
programs  is  subject  to  tight  caps.  So  the 
struggle  to  control  the  deficit  comes 
down  to  one  stark  question:  Are  Ameri- 
cans willing  to  pay  more  taxes  for  grow- 


THE  ONLY  POLITICIANS 
TALKING  SPECIFICS 
ARE  THOSE  WHO  ARE 
OUT  OF  THE  RUNNING 


ing  entitlement  spending,  or  will  they 
accept  cuts  in  some  of  the  nation's  most 
popular  and  entrenched  programs? 

■That  simple  question  has  no  simple 
answer.  Entitlement  payments  reflect 
America's  moral  commitment  to  its  retir- 
ees, to  its  poor  and  disabled,  to  its  farm- 
ers, and  to  the  men  and  women  who 
have  risked  their  lives  to  defend  their 
country.  But  those  payments'  unchecked 


growth — especially  the  soaring  cos 
health  programs — poses  massive  i 
not  only  for  today's  economy,  but 
future  generations.  After  growing  i 
an  America  where  deficits  choke  off 
ings  and  investment,  today's  chil 
will  face  an  even  greater  burden  \ 
their  parents,  the  baby-boom  genera 
start  to  retire  in  just  18  years. 
SMALL  CHANCE.  Politicians  are 
demned  if  they  cut  entitlements 
swamped  by  deficits  if  they  don't, 
ask  George  Bush.  In  1986,  then- 
President  Bush  watched  the  Republi 
lose  control  of  the  Senate  after  GOP 
ers  briefly  pushed  a  plan  to  trim  ^ 
Security  cost-of-living  adjustments,  i 
his  1990  "budget  summit"  with  ' 
gress,  President  Bush  declared  ^ 
Security  off-limits,  but  he  agreed  t(i 
medicare  by  $60  billion.  Retirees  I 
barded  Congress  with  protests,  and| 
makers  beat  a  hasty  retreat,  cutting! 
projected  savings  by  a  quarter.  To  r 
matters  worse,  entitlements  have  : 
grown  faster  than  predicted,  wiping 
$216  billion  of  the  deal's  hard-won 
billion  in  deficit  savings. 

Now,  Bush  has  come  back  with  a 
that  tries  to  straddle  the  issue — a  " 
datory  spending  growth  cap."  Whil 
call  for  a  taxpayer  checkoff  for  d 
reduction  is  attracting  attention,  the 
terpiece  of  Bush's  budget-control  e 
is  an  attempt  to  squeeze  $293.7 
out  of  entitlements  over  five 
Bush's  plan  would  not  touch  Social  I 
rity  but  would  let  average  benefit: 
all  other  entitlements  rise  only  a1 
overall  inflation  rate.  After  a  two 
transition,  that  would  cut  those 
grams'  average  growth  through  19 
4.67'  a  year,  down  from  a  projected 

The  political  prospects  for  the  pla 


ENTITLEMENTS:  ALMOST 
HALF  OF  FEDERAL  SPENDING. 

1991  OUTLAYS  BIlllONS  OF  DOLLARS 
TOTAL  ALL  OTHER 

ENTITLEMENTS  FEDERAL  SPENDING 


$636 


$729 


□  SOCIAL  SECUI^ 

■i  MEDICARE  AND  MEDICAID 

iii^|EDERAL  AND  MILITARY  RETIREMENT' 

Q  '•((iLfARE,  FOOD  STAMPS, 

AND  OTHER  INCOME  ASSISTANCE 

■  ALL  OTHER  ENTITLEMENTS" 


...AND  THEIR  SHARE 
IS  GROWING... 


IZI  DEFENSE  AND  FOREIGN  AID  ■  NET  INTEREST 
■  DOMESTIC  SPENDING*        Q  ENnTUMENTS^ 


■INCLUDING  VEItRANS' 
COMPSNSAIION  AND  PENSIONS 


•INCLUDING  UNEMPIOVMLNT  COMPENSALION, 
EA8M  P8ICL  SUPPORTS,  AND  TUITION  ASSISTANCE 


SHARE  OF 
■91  OUTIAYS" 


PROJEGED 
SHARE  OF 
'97  OUTLAYS" 

(BW  PDOJECTIOHS 
BASED  ON  C80  DATA) 


PERCENT  ►  0  20  40 

•SUCH  AS  LAW  ENEORCEMENT,  TRANSPORTATION,  AND  NATIONAL  PARKS 
"EXCLUDING  DEPOSIT  INSURANCE  AND  OFESEniNG  RECEIPTS 


...PROPELLED  BY  RISIN 
HEALTH  CARE  COST! 


ANNUAL 
GROWTH  RATES 


FEDERAL  AND 
MILITARY  RETIREMENT 

WELFARE,  FOOD  STAMPS, 
AND  OTHER  INCOME 
ASSISTANCE 


ALL  OTHER 
ENTITLEMENTS* 


All  ENTITLEMENTS 


1985-91 


1991-97 


ALL  OTHER  ^■^■i 
FEDERAL  SPENDING  flHBR^ 


PERCENT  ►  0  4 

■INCLUDING  VETERANS'  COMPENSATION  AND  PENSIONS 
-INCLUDING  UNEMPLOVMENT  COMPENSATION,  EARM  PRICE  SUPPORTS,  AND  I'JII: 
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Earlier  this  year,  tiie 
e  soundly  rejected  a 
-  proposal,  even  before 
3  spelled  out  the  hard 

of  what  would  be  cut. 
ng  on  a  Congressional 
it  Office  (CBO)  report 
;her  sources,  the  White 

has  compiled  a  list  of 
illustrative"  spending 
ranging  from  tighter 
on  school  lunches  to 
•  premiums  for  medi- 
atients  (table) — but  has- 
)  say  that  Bush  doesn't 
•t  most  of  those  ideas, 
/en  if  Congress  adopted 
all,  the  savings  would 
lort  by  $70.6  billion,  or 
t  one-quarter,  of  the 
five-year  target.  Taxes 
nefits  could  close  that 
lut  Bush  is  once  again 
jaring  tax  increases. 
>LUTiON.  The  weak  spot 

Bush  plan  is  the  prob- 
f  health  care  spending, 
s  to  rapid  medical  infla- 
nedicare  and  medicaid 
3  fastest  growing  major 
,1  programs.  To  meet 
;  proposed  cap,  Con- 
and  the  Administration 
ive  to  slash  benefits  for 
ire  and  medicaid  recipi- 
i  they  can't  do  so,  they 
ave  to  chop  other  pro- 

by  $216.6  billion,  a  20%  cut. 
eral  health  spending  has  already 
squeezed:  The  CBO  estimates  that 
ire  would  cost  an  additional  $61.5 
,  or  42%'  more,  in  fiscal  1993  if  not 
rict  limits  placed  on  hospital  stays 
■eimbursement.  But  the  govern- 
;  savings  have  come  largely  at  the 
3e  of  the  private  health  insurance 
a:  "Hospitals  are  losing  10'/  or 


SOME  PROPOSALS  FOR 
CONTROILING  ENTITLEMEKTS 

Over  the  next  five  years  the  federal  government  v/ill  spend  about 
$4.3  trillion  on  entitlements.  The  Congressional  Budget  Office  has 
estimated  the  impact  of  measures  to  trim  that  bill: 


SPENDING 

Five 

-y< 

iar 

savings,  1993-97 
Billions  of  dollars 

Setting  cost-of-living  adjustments  for 
other  programs  at  two-thirds  of  CPI 

Social 

Security 

anc 

$56.7 

Freezing  medicare  payment  rates  for 

Dne  year 

14.9 

Reducing  form-support  target  prices 

13.3 

Making  medicare  recipients  pay  20% 

of 

1U 

rsing-home  costs 

11.9 

Tightening  eligibility  for  disability  aid 

to  veterans 

10.3 

Increo 

sing  medicar< 

i  premiums  for 

upper-income  recipient 

s 

9.6 

4.3 


4.3 


Restricting  school  lunch  subsidies  for  v/ell-off  children 
Requiring  students  to  pay  student-loan  interest  while 
still  in  college 

Collecting  more  from  assets  of  medicaid  nursing-home  patients  1 .4 

Five-year  revenues,  1993-97 
REVENUES  Billions  of  dollars 

Taxing  Social  Security  benefits  as  private  pensions: 

►  For  all  beneficiaries 

►  For  upper-income  beneficiaries  only 


$111.5 
29.1 


Taxing  half  the  insurance  value  of  medicare: 

►  For  all  beneficiaries 

►  For  upper-income  beneficiaries  only 


51.4 
26.8 


Imposing  medicare  tax  on  salaries  above  current 
$130,000  cap 

DATA:  CONGRESSIONAL  BUDGET  OFFICE 


27.8 


.AHD  HERE  ARE 


WHY 

TOTAL 

INCREASE, 

1992-97 

□ 

■392 

IMEDICAIC 

'  BIlllON 

□ 

MEDICAR 

E  BILLION 

K  .A  MORE  RISING 

INTENSIVE  CARE  PRICES 

■    REASONS  FOR  INCREASES 


)F  DOLLARS 


DATA:  CONGRESSIONAl  BUDGET  OFFICE,  BW 


more  on  every  medicare  admission,  but 
they're  making  it  up  from  private-pay 
patients,"  says  Stuart  H.  Altman,  chair- 
man of  the  Prospective  Payment  Assess- 
ment Commission,  which  reviews  medi- 
care spending  for  Congress.  That  "cost- 
shifting"  has  in  turn  worsened  health 
costs  for  employers,  whose  insurance 
premiums  are  rising  127'  a  year. 

Proposals  by  the  Presidential  candi- 
dates to  reform  health  care  won't  solve 
the  entitlements  problem.  The  White 
House  has  a  plan,  but  it  fails  to  tackle 
hard  issues  of  cost  control.  And  while 
Democratic  candidate  Bill  Clinton  envi- 
sions big  savings  from  improved  admin- 
istration and  tight  spending  limits,  he 
proposes  to  spend  those  savings  on  ex- 
tending coverage  to  the  34  million  Amer- 
icans who  don't  have  health  insurance. 
NEW  BIRTHRIGHT?  For  a  glimpse  of  what 
it  might  take  to  rein  in  entitlements, 
look  at  former  Presidential  candidate 
Perot's  recently  published  plan.  That 
proposal,  drafted  by  former  Carter  bud- 
get official  John  P.  White,  didn't  say 
how  it  would  achieve  its  five-year  medi- 
care target  of  squeezing  $83  billion  from 
doctors  and  hospitals.  But  elsev/here, 
the  Perot  plan  is  specific.  Upper-income 
workers  would  pay  medicare  taxes  on 
their  full  salaries,  not  just  the  first 
$130,000.  The  elderly  would  pay  $30  bil- 


lion in  higher  taxes  on  Social 
Security  benefits  and  $38  bil- 
lion in  added  medicare  premi- 
ums. Civil  service  and  mili- 
tary pensioners  would  see 
their  cost-of-living  adjust- 
ments held  to  two-thirds  of 
the  inflation  rate.  All  told, 
cuts  in  and  taxes  on  entitle- 
ments make  up  about  one- 
third  of  Perot's  planned  five- 
year  savings  of  $754  billion. 

Of  course,  Perot  can  afford 
to  be  tough:  He  dropped  out 
of  the  Presidential  race  the 
day  after  White  presented 
him  with  the  details.  In  fact, 
the  only  advocates  of  specific 
entitlement  cuts  seem  to  be 
former  politicians.  Ex-Presi- 
dential candidate  Tsongas  is 
teaming  up  with  retiring  Sen- 
ator Warren  Rudman  (R- 
N.  H.)  and  Commerce  Secre- 
tary-turned-investment bank- 
er Peter  G.  Peterson  to  offer 
a  tough  budget  proposal, 
which  they  expect  to  unveil 
on  Sept.  15.  Entitlement  cuts 
will  be  a  major  part  of  their 
plan,  Tsongas  promises,  be- 
cause "they're  a  core  test  of 
political  courage." 

Beyond  today's  budget 
problems,  Tsongas  frets  that 
the  entitlements  are  pushing 
America  "to  the  verge  of  gen- 
erational warfare."  Today's  workers  are 
building  up  Social  Security  surpluses — 
but  those  are  invested  in  government 
bonds  that  future  taxpayers  will  have  to 
redeem  to  pay  benefits  when  the  baby 
boom  generation  starts  to  retire  after 
2010.  Tsongas'  group,  the  Concord  Coali- 
tion, calculates  that  today's  18-year-olds 
will  see  307  of  their  paychecks  diverted 
to  Social  Security  benefits  by  the  time 
they  reach  their  mid-40s.  "Young  people 
haven't  figured  out  what  their  obliga- 
tions are  going  to  be — but  when  they  do, 
they  aren't  going  to  sit  back  quietly  and 
pay  it,"  Tsongas  says. 

That  realization  will  come  too  late  to 
help  today's  politicians  with  their  budget 
woes.  Polls  show  that  more  than  607  of 
Americans,  young  and  old,  support  high- 
er spending  on  Social  Security.  Other 
entitlements  are  almost  as  popular.  In- 
deed, as  the  spreading  use  of  the  very 
word  "entitlements"  shows,  more  and 
more  Americans  see  these  programs  as 
a  part  of  their  birthright.  "We  got  the 
elderly  out  of  poverty  and  ransomed  our 
economy  in  the  process,"  observes  Perot 
aide  White.  "Now,  people  think  that  enti- 
tlements are  guaranteed  in  the  Constitu- 
tion somewhere."  It  will  be  excruciating- 
ly hard  to  convince  them  otherwise. 

By  Mike  McNamee.  with  Susan  B. 
Garland,  in  Washington 
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IS  SONY  FINALLY  GETTING 
THE  HANG  OF  HOLLYWOOD? 


After  wild  excess  and  lots  of  losers,  Columbia  and  Tri-Stai"  are  releasing  liits  and  snagging  superst 


SONY'S  GUBER:  MORE  BUDGET-CONSCIOUS,  BUT  STILL  SPENDING  BIG  BUCKS  FOR  BIG  NAMES 


The  old  Metro-Goldwyn-^Iayer  stu- 
dio lot,  once  the  sparkling  essence 
of  Hollywood  glamour,  was  pretty 
shabby  in  recent  years.  Passed  from 
MGM  to  Lorimar  Telepictures  to  Warner 
Brothers,  the  lot's  paint  was  peeling  and 
its  elevators  often  broke  down.  But  now- 
adays, under  the  ownershijj  of  Sony  Pic- 
tures Entertainment,  the  place  is  looking 
spiffy.  Workers  are  putting  the  final 
touches  on  refurbished  ceremonial  col- 
umns outside  the  entrance.  Its  revamped 
theater,  renamed  the  Gary  Grant,  is 
again  hosting  flashy  parties.  "Coming 
Soon"  signs  announce  an  expanded  park- 
ing lot,  day  care  for  stars'  kids,  and  a 
giant  clock  in  a  four-story  crocodile, 
adapted  from  Sony's  1991  hit.  Hook. 

Like  its  studio  lot,  Sony  Pictures  is 
shaking  off  the  dust.  Three  years  after 
Sony  Corp.  spent  $5  billion  to  buy  Co- 
lumbia Pictures  from  Coca  Cola  Co. — 
setting  off  xenophobic  tremors  through- 


out Hollywood — the  long-suffering  stu- 
dio is  back  among  the  film  community's 
elite.  Under  Chairman  Peter  Guber,  its 
roster  includes  superstar  directors  such 
as  Steven  Spielberg  and  Francis  Ford 
Coppola,  and  box-office  magnets  Tom 
Cruise  and  Arnold  Schwarzenegger.  Bet- 
ter yet.  it's  making  hit  films. 

Granted,  many  Hollywood  winning 
streaks  run  shorter  than  a  Sylvester 
Stallone  soliloquy.  But  since  early  sum- 
mer, Sony's  two  movie-making  units — 
Columbia  Pictures  and  the  smaller  Tri- 
Star  Pictures  Inc. — have  released  four 
winners  in  a  row  (table).  Some  have  been 
huge  successes,  such  as  A  League  of 
Their  Own,  while  others,  such  as  Uni- 
rersal  Soldier,  produced  by  Carolco  Pic- 
tures Inc.,  have  been  more  modest  hits. 
But  with  an  upcoming  lineup  that  in- 
cludes such  eagerly  awaited  flicks  as 
Mr.  Saturday  Night,  starring  Billy 
Crystal,  and  Coppola's  Dracula:  The 


Untold  Story,  Sony  is  likely  to  em 
as  the  year's  box-office  champ.  One 
card:  Husbands  and  Wives,  the 
movie  from  Woody  Allen,  who  is 
broiled  in  a  headline-grabbing  dom 
drama  of  his  own. 
TURKEY  SHOOT.  The  good  fortum 
Sony  Pictures  is  one  of  the  few  bi 
spots  in  an  otherwise  dismal  pictun 
its  parent  company.  Blasted  by  a  s 
downturn  in  consumer  electronics,  I 
Corp.  announced  a  377(  decline  in  op 
ing  income,  to  $293  million,  in  the  1; 
quarter,  on  $7.1  billion  in  sales.  But ! 
Pictures  is  on  a  pace  to  earn  some 
million,  15'/f  higher  than  last  y 
"They've  done  everything  we've  a 
of  them,"  says  Michael  P.  Schu 
president  of  Sony  Corp.  of  America 
the  man  who  engineered  the  Colu 
takeover.  "We  couldn't  be  happier.' 

Well,  let's  not  go  overboard.  The 
costs  of  Columbia  films  are  a  sei 
concern.  Lisbeth  R.  Barron,  analy; 
S.  G.  Warburg  &  Co.,  figures  onb 
bust  foreign  and  video  sales  helped 
set  the  $129  million  the  unit  lost 
year  at  the  domestic  box  office.  "T 
were  just  too  many  losers,"  she  ; 
pointing  to  such  turkeys  as  Ayit 
You  and  Taking  Beverly  Hills. 
big  hits  just  weren't  big  enough  to  ( 
them."  Meanwhile,  Columbia's  pow 
T\'  production  unit  is  showing  sigi 
weakness.  The  market  for  its  syndic 
reruns,  such  as  Designing  Women 
deteriorated,  and  it  has  few  exciting 
syndicated  shows  to  offer. 

Now,  the  studio  has  begun  m£ 
noises  that  it  is  watching  its  check 
more  carefully.  The  game  plan,  e 
fives  say,  is  to  cut  Sony  Pictures' 
average  budget,  an  estimated  $30 
lion,  to  below  the  industry's  $26.1  m 
average.  They've  made  some  prog 
Columbia's  upcoming  list  includes 
million  sequel  to  My  Girl,  a  fill 
Boyz  N  the  Hood  director  John  Si 
ton  priced  at  under  $15  million, 
Robert  Bedford  film,  A  River 
Through  It,  that  cost  Columbia  $1( 
lion.  At  the  same  time,  in  an  effc 
ensure  its  continuing  profitability 
lumbia  has  ordered  a  major  overha 
the  TV  unit. 
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chore  of  holding  down  movie 
'alls  to  Jonathan  Dolgen,  the  for- 
resident  of  Fox  Inc.  Dolgen,  a 
negotiator,  has  trimmed  costs  up 

at  Columbia's  marketing  unit.  He 
t  the  number  of  promotional  trail- 
»r  each   film,   grounded  private 

for  touring  stars,  and  ordered  a 
T  stance  on  salaries:  Bill  Murray 
,  steep  pay  cut  for  Groundhog 
IS  did  Richard  Dreyfuss  for  Lost 
nkers.  To  keep  a  sharper  eye  on 
Sony  Pictures  has  also  ordered 
Iget  films  such  as  Hook  and  Dra- 


D  be  filmed  at  the  stu- 
1  rather  than  in  far- 
locations. 

'  has  come  a  long  way 
hree  years  in  the  movie 
le  Japanese  company's 
uction  to  Tinseltown 
)rutal,  punctuated  by 
ent  reports  of  manage- 
chaos  and  wild  over- 
ag.  One  of  its  first 
,s,  Hudson  Hawk,  cost 
llion  and  collected  $17 
at  the  box  office.  Hir- 
uber  and  fellow  Bat- 
jroducer  Jon  Peters  to 
e  company  produced  a 
on  lawsuit,  settled  only 


after  Sony  handed  their  previous  em- 
ployer, Time  Warner  Inc.,  an  estimated 
$500  million  in  assets. 

Guber  and  Peters  seemed  intent  on 
setting  records  for  money  spent — often 
unwisely.  They  set  Hollywood  tongues 
wagging  by  plopping  down  $1.2  million 
for  the  script  to  Radio  Flyer,  about  an 
abused  child,  then  paid  director  David 
Mickey  Evans  $1  million  not  to  direct  it. 
Production  problems  pushed  the  cost  of 
making  and  marketing  Radio  Flyer  to 
$41  million.  It  grossed  $4.2  million. 
Guber  and  Peters  spent  $750,000  for  the 
script  to  Fi7-e  Down  Below,  then  gave 
up  on  the  project.  "They  were  just  get- 
ting their  feet  under  them,  gearing  up," 
offers  Alan  Horn,  president  of  Castle 
Rock  Entertainment,  which  makes  films 
and  TV  shows  for  Columbia. 

Things  are  much  calmer  these  days. 
Peters,  the  more  flamboyant  and  erratic 


COIUMBIA'SHOT 


chief  Mike  Medavoy,  who  put  the  Huok 
project  together.  More  recently,  Sony 
won  a  frenzied  bidding  war  for  Schwar- 
zenegger's next  film.  The  Last  Action 
Hero.  It  will  pay  the  muscular  actor 
some  $15  million. 

Now,  Guber  aims  not  just  to  bring  in 
big  names  for  one  movie,  but  to  keep 
them  around  for  several.  Taxi  and  77?^ 
Simpsons  producer  James  L.  Brooks 
has  moved  his  entire  film  and  TV  opera- 
tion onto  the  Sony  lot.  Both  Spielberg 
and  Williams  have  signed  on  with  Tri- 
Star  for  future  projects.  Likewise,  Dra- 
cula  producer  Coppola  recently  signed  a 
lucrative  deal  to  give  Sony  first  crack  at 
his  future  movies. 

Of  course,  there's  no  guaranteeing 
they'll  be  hits.  To  hedge  against  bombs, 
Guber  and  President  Alan  J.  Levir-ye 
have  been  beefing  up  the  rest  of  Sony 
Pictures.  Last  year,  they  persuaded 
Sony  to  buy  back  the  home- 
video  unit  Columbia  and  RCA 
had  shared  since  1981.  They 
have  bolstered  Sony  Pictures' 


A  LEAGUE  OF  THEIR  OWN 


Budget     Gross  to  dote 

Millions 


$45 


UNIVERSAL  SOLDIER 

July  10             45  34 

MO' MONEY 

July  24             16  36 

SINGLE  WHITE  FEMALE 

Aug.  14            15  22 

...AND  SOME  BIG  HOPES  FOR  THE  FAIL 

Budget 

Millions 

Starring 

MR.  SA  TURDA  Y  NIGHT  $35 

Billy  Crystal 

HERO 

32 

Dustin  Hoffman,  Geena  Davis 

A  FEW  GOOD  MEN  40 

Jack  Nicholson,  Tom  Cruise 

AGE  OF  INNOCENCE  28 

Daniel  Day-Lewis,  Winona  Ryder 

DATA:  DAILY  VARIETY,  EXHIBITOR  RELATIONS  CO.,  BW  ESTIMATES 

of  the  Guber-Peters  team,  left  last  year 
to  become  an  independent  film  producer. 
Gone,  too,  are  Columbia's  production 
head  and  top  marketing  staff.  "If  I  had 
known  then  what  I  was  in  for,  I'm  not 
sure  I'd  have  come,"  says  the  50-year-old 
Guber.  "We  were  a  lightning  rod  for  all 
the  angst  and  drama  happening  in  the 
American  market  at  the  time." 
BOMB  SHELTER.  Despite  the  new  cost-cut- 
ting drive,  Sony  is  clearly  willing  to 
cough  up  big  money  to  lure  big  names. 
Hook  not  only  had  a  $70  million  budget 
but  gave  40%  of  Sony's  take  to  director 
Spielberg  and  its  stars,  Robin  Williams, 
Dustin  Hoffman,  and  Julia  Roberts. 
Still,  the  movie  helped  Sony  make  the 
transition  from  foreign  interloper  to  a 
magnet  for  top-flight  talent.  "It  was  our 
way  of  saying  we're  open  for  business, 
and  that  we  intended  to  be  around  for  a 
long  time,"  says  Tri-Star  production 


foreign-distribution  system 
with  new  salespeople.  In  a 
money-saving  move,  Colum- 
bia has  begun  making  TV 
shows  jointly  with  European 
producers.  The  studio  is  also  kicking  off 
a  game-show  cable  channel  to  recycle 
shows  produced  by  its  Merv  Griffin  En- 
terprises unit,  and  it  may  soon  try  anoth- 
er channel  for  the  studio's  soap  operas. 

In  Japan,  Sony  analysts  like  what  they 
see.  Rumors  that  Sony  might  unload  its 
Hollywood  connection  once  circulated, 
but  now  seem  unlikely,  they  say.  Sony 
will  probably  float  some  of  its  movie 
company's  shares,  as  it  did  with  Sony 
Music's  Japanese  unit,  figures  Peter  G. 
Wolff  of  Kidder,  Peabody  International 
Corp.  in  Tokyo.  But  to  do  so  in  Japan, 
where  they'd  get  a  much  fatter  premi- 
um, the  subsidiary  would  have  to  be 
profitable  for  three  straight  years.  After 
the  way  the  Sony-Columbia  relationship 
began,  that  would  be  some  Hollywood 
ending. 

By  Ronald  Graver  in  Culver  City,  Calif, 
with  Robert  Neff  in  Tokyo 
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SAFEWAY  FACES  BRAWLS 
IN  EVERY  AISLE 


It's  fighting  the  slump,  discount  clubs — and  its  unions 


Juicy  New  York  strip  steak.  Mouth- 
watering filet  mignon.  Just  a  couple 
of  years  ago,  those  were  the  kinds 
of  fancy  cuts  Safeway  Inc.  trumpeted  on 
the  front  page  of  its  weekly  newspaper 
inserts.  But  times  are  tougher  now,  and 
the  featured  meats  are  more  mundane. 
Ribs,  chuck  roast,  and  just  plain  ham- 
burger are  what  the  giant  supermarket 
chain  is  pushing  to  lure 
recession-weary  shop- 
pers into  the  store. 

And  boy,  does  Safe- 
way need  to  attract  cus- 
tomers. Sales  in  its 
stores  open  12  months 
or  more  have  been  off 
all  year  (chart).  Operat- 
ing earnings  fell  15% 
during  the  first  half,  to 
$22.3  million,  on  a  1.47- 
sales  drop,  to  $6.8  bil- 
lion. And  on  Aug.  25, 
Safeway  said  it  expect- 
ed third  quarter  profits 
to  be  off  50%  from  the 
same  period  last  year. 
Just  about  every  U.  S. 
supermarketer  is  suf- 
fering in  the  tepid  econ- 
omy. But  Safeway,  with 
more  than  a  third  of  its 
business  in  hard-hit  Cal- 
ifornia and  western 
Canada,  is  hurting  more  than  most.  The 
heavily  indebted  chain,  based  in  Oak- 
land, Calif.,  is  up  against  "the  biggest 
challenge  we've  faced"  since  its  contro- 
versial 1986  leveraged  buyout,  says 
longtime  cKo  Peter  A.  Magowan. 
PRIME  TARGET.  To  weather  the  storm, 
Magowan,  50,  is  pushing  for  tighter  cost 
controls.  That's  tough  for  a  company  al- 
ready whipijed  lean 
from  a  post-buyout  re- 
structuring that  includ- 
ed huge  asset  sales  and 
cutbacks  in  middle  man- 
agement. Magowan  is 
looking  at  everything 
from  centralizing  more 
of  its  produce-buying  to 
standardizing  its  locally 
produced  newspaper  in- 
serts. But  his  biggest 
cost-cutting  target  is  la- 


bor, representing  bl7'  of  operating  costs. 
Magowan  is  taking  a  tough  stance 
bound  to  make  for  dicey  negotiations 
with  Safeway's  unions. 

A  big  test  is  coming  this  month.  Con- 
tracts are  up  for  renewal  in  Safeway's 
Eastern  region,  centered  in  Washington, 
D.  C.  The  United  Food  and  Commercial 
Workers  locals  there  have  been  operat- 
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FALLING  OFF  A  SHELF 


SALES  GROWTH 
IN  SAFEWAY  STORES 
OPEN  ONE  YEAR 
OR  MORE 


ing  under  a  two-tier  wage  scale  since 
1983,  with  top  clerks  paid  $12  to  $14  an 
hour.  In  negotiations,  Magowan  will 
push  for  a  third,  lower  tier  for  new  hires 
and  seek  to  stretch  out  periods  between 
raises.  He'll  also  try  to  change  work 
rules  that,  for  instance,  prevent  baggers 
from  returning  leftover  merchandise  to 
shelves,  reserving  that  task  for  higher- 
paid  checkout  clerks.  If 
he  wins  in  Washington, 
Magowan  hopes  to 
spread  the  changes  to 
all  Safeway  stores. 

Union  officials  say 
they  aren't  about  to 
budge.  For  leverage, 
Magowan  is  raising  the 
specter  of  competition 
from  warehouse  clubs, 
such  as  Price  Club  and 
Costco  Wholesale  Corp. 


OAIA:  SUI80  &  CO,  COMPANY  REPORTS  i 


The  union's  response:  Unionize  the  ( 
petition,  too.  So  far,  the  unions  have 
limited  success  with  the  mostly  nonu 
warehouse  clubs.  But  William  J.  Oh 
the  UFCW's  collective  bargaining  d 
tor,  warns:  "We're  not  going  to  givi 
without  a  fight." 

TEAM  SPIRIT.  It's  uncertain  whethe 
ther  side  has  the  stomach  for  a 
battle.  Both  have  been  known  to  gi 
little.  When  Safeway  opened  a  new  1 
tech  warehouse  in  Tracy,  Calif.,  ea 
this  year  and  refused  to  transfer  u 
workers  from  the  warehouse  it  was 
ing,  the  Teamsters  boycotted  for 
weeks.  Safeway  later  rehired  the 
ployees,  and  the  union  agreed  to  art 
tion  for  benefits  and  work  rules. 

Whatever  happens  on  the  union  fi 
Magowan's  concerns  about  wareb 
clubs  are  genuine.  The  chains  are 
ly  improving 
fresh-food  offeri 
eating  fast  into  ma 
share,  and  gaining 
lomer  loyalty.  A 
with  low  food-pric( 
flation,  they  put  a 
on  Safeway's  finam 
Wall  Street  has 
ticed.  Safeway's  si 
sold  to  the  publii 

1990,  is  at  10% 
52'/;    from   its  A 

1991,  peak.  By  cont 
rival  Albertson's 
has  fallen  16%  in 
same  period.  Ana 
think  Safeway's  $2. 
lion  debt  has  invei 
especially  spoo 
Magowan  argues 
they    need  not 
Safeway's  $867  m! 
in  cash  flow,  he  saj 
nearly     three  ti 

what's  needed  to  cover  its  debt. 

Instead  of  paying  off  debt,  it  is  s{ 
ing  $600  million  a  year  remodeling  i 
ing  outlets  and  opening  new  c 
Changes  include  a  better  product  ni 
attract  value-conscious  consumers, 
example,  Safeway  stores  will  be  s 
ing  some  of  the  more  popular  wareh 
items,  like  restaurant-size  mayon: 
and  15-pound  boxes  of  laundry  soa 

But  to  Magowan,  whose  grandf; 
founded  the  supermarket  chain  in 
and  was  among  the  founders  of  M 
Lynch  &  Co.,  labor  changes  are  ke; 
compete  with  nonunion  shops,  he  fi^ 
it's  a  choice  between  trimming 
costs  or  jobs.  And  cutting  jobs,  he 
would  mean  long  waits  at  the  chec 
With  plenty  of  alternatives  for  cosl"' 
scious  shoppers,  that's  the  last  '■■ 
Safeway  needs. 

By  Russell  Mitchell  in  Oakland. 


THE  CORPCi 


Your  future 
is  built  in. 


Nearly  seventy  percent  of  the  PCs  now 
in  use  are  useless  in  today's  rapidly  evolving 
software  and  networking  environments.  And 
nowhere  is  there  any  indication  that  the 
evoltition  is  over. 

So  somewhere,  someone  had  to  make 
growth  and  change  part  of  a  grand  design. 
Someone  had  to  make  the  future  a  part  of  your 
next  PC. 

That's  the  kind  of  thinking  that  won 
BEST  OF  COMDEX  for  our  new  Z-NOTE™  with 
built-in  networking,  the  first  upgradeable-to- 
color  display  and  optional  READYDESK™ 
Port  Replicator 

That's  the  thinking  behind  the  invest- 
ment protection,  integrated  connectivity,  ease 
of  use  and  design  &  ergonomics  of  our  entire 
Zseries  of  notebook  and  desktop  PCs  and 
network  servers. 

Call  1-800-472-3699  ext.  106  to  see 
what  our  way  of  thinking  is  all  about. 

It's  called  Thinking  Ahead. 


ZENITH    DATA  SYSTEMS 

A  Bull  Company 


Thinking  Ahead. 


The  Z- NOTE"  with 
READYDESK'"  attached. 


1  READYDESK  are  trademarks  of  Zenith  Data  Systems  Corporation.  Copyright  C  N92  Zenith  Data  Sy  stems  Corporation 
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TRANSPORTATION! 


EVEN  LUFTHANSA  IS  CARRYING 
TOO  MUCH  BAGGAGE 


Red  iiik  and  deregulation  have  the  airline  on  a  cost-cutting  crusade 


When  Jiirgen  Weber  was  made 
chairman  of  Lufthansa  last 
August,  the  appointment  re- 
stored an  old  tradition:  In  past  decades, 
the  German  carrier  plucked  top  engi- 
neers from  its  ranks  to  run  the  show. 

But  after  12  months  as  chairman,  the 
former  aircraft  engineer  finds  himself 
on  anything  but  a  traditional  path.  Earli- 
er this  year,  Lufthansa 
announced  its  first  loss  in 
20  years — $315  million  in 
1991 — and  fears  it  could 
lose  as  much  as  $1  billion 
for  1992.  The  losses,  ex- 
acerbated by  rising  inter- 
est rates  and  a  falling 
dollar,  are  whittling 
down  its  capital  base. 
Now,  after  decades  of 
nurturing,  the  carrier  can 
no  longer  depend  on  the 
German  government  to 
shore  it  up.  The  situation 
has  even  shaken  labor 
enough  to  prompt  a  dra- 
matic move:  For  the  first 
time  in  30  years  of  Ger- 
man industry,  a  union 
has  offered  givebacks. 

The  pressures  come  at 
a  time  when  the  carrier 
can  least  afford  them.  With  $11  billion  in 
revenues,  51,000  employees,  and  228  jets, 
Lufthansa  is  one  of  Europe's  largest  air- 
lines. But  as  the  European  Community 
moves  toward  deregulation  of  its  skies, 
the  carrier  will  find  itself  severely  tried 
unless  it  can  cut  its  costs  below  competi- 
tors' (chart). 

PARTNER  WANTED.  On  a  larger  scale,  the 
industry  is  entering  a  global  age  in 
which  less-efficient  airlines  will  be  driv- 
en into  the  embrace  of  powerful  compet- 
itors. Already,  British  Airways  PLC  is 
forging  an  alliance  with  USAir  Inc.  that 
will  give  it  unparalleled  access  to  the 
U.  S.  market.  Lufthansa  has  also  been 
seeking  a  U.  S.  partner,  though  it  admits 
it  can't  afford  to  buy  a  stake.  Yet  the 
carrier  realizes  it  must  become  far  more 
efficient — taking  more  stringent  mea- 
sures than  many  European  rivals  that 
have  already  tried  restructuring — if  it  is 
to  be  a  survivor. 
Weber,  51,  has  drawn  up  a  rescue  plan 


dubbed  Program  '93.  It  calls  for  some 
service  cuts,  such  as  dropping  first  class 
within  Europe  and  discontinuing  service 
to  two  U.  S.  cities — Charlotte,  N.  C,  and 
Philadelphia.  But  for  the  most  part,  Pro- 
gram '93  is  about  slashing  costs — to  the 
tune  of  $1.1  billion,  or  107'  of  total  annu- 
al costs,  over  18  months.  About  a  third 
of  that  can  be  achieved  by  selling  un- 


agement  and  administrative  pa} 
that  have  grown  by  47%  over  five  } 
The  union  is  also  pointing  the  fing 
the  airline,  and  its  government  o 
for  problems  overseas.  OTV's  Pres' 
Monika  WulfMathies  is  demanding 
Germany  renounce  the  German-U. !: 
traffic  treaty  she  claims  favors  the 
'FLEXIBILITY.'  DAG,  which  repre; 
about  5,000  Lufthansa  pilots,  engii 
and  technicians,  takes  the  same  po 
on  the  treaty.  But  the  union  has 
shown  an  unexpected  willingne^ 
compromise:  DAG  has  offered  to  ta 
8%  wage  cut  and  to  work  up  to  40  l 
a  week  instead  of  an  average  of 
DAG  spokesman  Ingo  Schwope  says 
a  move  would  save  the  airline  about 
million  and  1,000  jobs.  "We  wai 
show  our  flexibility,"  he  says.  Sc 
OTV's  leaders  have  refused  to 
dag's  proposed  chai; 

Union  troubles 
threaten  Lufthansa 
press,  a  new  shuttl 
\ice  that  Weber 
will  save  its  dom 
business.  Intra-Ger; 
flights  have  long  b( 
major  money-loser, 
ing  Lufthansa  $250 
lion  last  year.  W 
wants  to  create  an  a 
within  an  airline — p; 
wages  307f  lower  th 
the  parent — to  mak 
mestic  traffic  profi 
The  shuttle  is  sche 
for  takeoff  on  Ocl 
carrying  all  Lul 


NO  QUICK  FIX:  ONCE-PROTECTED 
EMPLOYEES  FACE  MAJOR  LAYOFFS 


LUFTHANSA'S  MARGINS 
ARE  CRASH-LANDING 


DATA:  AVraS  INC, 


profitable  assets.  An- 
other third  will  come 
from  cutting  adminis- 
trative and  nonessen- 
tial operating  costs. 
The  rest,  says  Luft- 
hansa spokesman 
Rolf-Dieter  Grass, 
must  "come  from  re- 
ducing staff  costs." 

Easier  said  than 
done.  As  long  as 
Lufthansa  operated  within  the  govern- 
ment's protective  cocoon,  employees 
could  ignore  the  facts  of  market  compe- 
tition. But  now,  the  airline  plans  to  cut 
as  many  as  7,000  workers  from  its  pay- 
roll before  1996.  Roughly  35%  of  its  em- 
ployees belong  to  two  powerful  unions: 
German  Corporate  Employees  (DAG)  and 
Public  Workers'  Union  (OTV). 

OTV,  which  includes  most  flight  atten- 
dants and  ground-service  staff,  insists 
Lufthansa  must  first  trim  bulging  man- 


■PER  AVAILABLE  ION  MILE, 
URGO  AND  PASSENGERS 


sa  s  domestic  fl  ' 
But  the  union.^ 
squabbling  ail 
themselves  overj 
much  ground  to| 
and  Weber  will 
a  tough  time  wi 
their  approval. 

If  Weber  can 
his  cost-cutting 
under  way  bi 
yearend,  LuftI 
may  be  force 
draw  from  equ) 
bankroll  wages 
now,  it  can't  tu 
its  biggest  shareholder  for  help.  I 
with  huge  unification  costs,  Germ 
Finance  Ministry  is  trying  to  sell  i 
many  assets  as  possible,  including 
of  its  51%'  stake  in  Lufthansa,  wor 
estimated  $2  billion.  But  privati/ 
will  go  over  a  lot  better  if  Weber  ca 
up  Lufthansa's  performance.  He  h; 
tie  time  to  spare. 
By  Igor  Reich  I  in 


in  Bonn  and  A ' 
Rothman  in  New  York,  with  Stcirm 
in  Paris  and  bureau  reports 
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he  Chase 


CHASE  thinks  that  the 
world  revolves  around  our  cli- 
And  that  it's  our  job  to  know  your 
less.  So  we  can  anticipate  your  prob- 
and help  you  grow. 
We're  pleased  to  report  that  putting 
first  has  helped  put  us  in  the  same 
ion.  Because  Euromoney  just  added 
;  Excellence  Awards  to  our  list  of 
mplishments. 

Clearly,  they  reflect  the  commit- 
t,  dedication  and  leadership  our  cli- 
have  come  to  expect. 

)2  The  Chase  Manhattan  Corporation. 


For  example,  in  Global  Risk  Man- 
agement, Chase  provides  a  unique  range 
of  services  including  foreign  exchange, 
global  management  advisory,  and  swaps 
structuring — where  we're  rated  number 
one  in  both  volume  and  innovation. 

In  Global  Corporate  Finance, 
Chase  has  become  a  leader  in  the  emerg- 
ing markets,  focused  primarily  on 
issuers  in  Latin  America  and  serving 
investors  worldwide.  Chase  was  also 
recognized  as  top  trader  for  1991  in 
this  market. 


Moreover,  in  Transaction  and  Infor- 
mation Services,  Chase  InfoServ  Inter- 
national is  the  world's  largest  global 
custodian.  And  Chase  is  entrusted  with 
more  than  $1  trillion  a  day  in  cash  man- 
agement, trade  finance,  securities  and 
payments  transactions. 

The  best  way  we  can  express  our  ap- 
preciation is  to  keep  working  hard.  And 
to  continue  putting  our  customers  first. 

CHASE  MANHATTAN. 
PROFIT  FROM  THE  EXPERIENCE." 
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PRU  SECURITIES 
ISN'T  SECURE  YET 

Investigations  of  its  limited-partnership  deals  are  nowhere  neai'  over 


1 


^■t's  all  behind  us  now,"  says  Hard- 
^wick  Simmons,  president  and  chief 
lexec'utive  of  Prudential  Securities 
Inc.  For  the  past  several  years,  the  bro- 
kerajre  subsidiary  of  the  Prudential  In- 
surance Co.  of  America  has  been 
plagued  by  lawsuits  from  angry  inves- 
tors who  lost  hundreds  of  millions  of 
dollars  in  limited  partnerships  sold  by 
Pru  Securities  brokers  (BW — Mar.  4, 
1991).  The  firm  set  aside  $150  million  in 
1991  to  cover  litigation,  restructuring, 
and  other  costs. 

Yet  to  Simmons,  who  was  hired  to 
turn  the  firm  around  after  former  CEO 
George  L.  Ball's  departure  in  1991,  Pru 
Securities  is  back  to  business  as  usual. 
It  had  record  earnings  in  1991.  In  the 
first  half  of  1992,  it  made  $127.5  million 
before  taxes,  up  from  $98.7  million  in 
199rs  first  half.  "Performance  has  im- 
proved dramatically,"  says  a  Prudential 
Securities  spokesman.  The  firm  has  also 
launched  an  aggressive  ad  campaign. 
And  most  tellingly,  it  announced  in  July 
that  it  might  resume  .selling  some  form 
of  limited  partnershijjs. 
HARD-HITTING.  Pru  Securities'  limited- 
pailnership  woes,  though,  appear  to  be 
anything  but  history.  BUSINE.SS  WEEK 
has  learned  that,  in  recent  weeks,  the 
Securities  &  Exchange  Commission  and 
the  National  Association  of  Securities 


Dealers  (NASD)  have  expanded  and  inten- 
sified their  yearlong  investigations  of 
Pru  Securities.  As  a  matter  of  policy, 
neither  .SEC  Enforcement  Chief  William 
McLucas  nor  N.^iSD  Vice-President  Doug- 
las Henderson  would  confirm  or  deny 
the  existence  of  any  investigations. 

Securities  regulators  in  at  least  six 
states  are  pursuing  their  own  inquiries 
into  the  sales  practices  of 
Pru  Securities'  limited  part- 
nerships. The  result  could 
be  fines  and  additional  pay- 
ments to  investors.  In  a 
written  response  to  ques- 
tions by  BUSINESS  WEEK, 
Pru  Securities'  spokesman, 
William  J.  Ahearn,  said  the 
firm  does  not  discuss  any 
"inquiries  involving  regula- 
tory agencies"  or  "matters 
in  litigation." 

Although  Pru  Securities 
has  settled  many  of  the  pri- 
vate lawsuits  and  arbitration  cases,  reso- 
lution of  the  remaining  litigation  seems 
far  away.  Several  potentially  damaging 
class  actions  remain  outstanding.  And 
Pru  Securities'  strategy  of  keeping  se- 
cret any  potentially  harmful  information 
jjroduced  by  the  litigation  may  be  unrav- 
eling. All  of  this  could  significantly  in- 
crease the  firm's  legal  damages. 


CEO  SIMMONS:  BACK  TO 
BUSINESS  AS  USUAL? 


The  cause  of  all  of  these  troubL 
some  $6  billion  worth  of  limited  par 
ships  sold  in  the  1980s  to  more 
100,000  investors  by  what  was 
called  Prudential-Bache  Securities 
The  partnership  interests  are  now 
ued  at  only  a  fraction  of  their  orii 
selling  price.  The  drop  is  due,  in  pa 
hefty  up-front  fees,  plummeting  re 
tate  and  oil  markets, 
tax-code  changes.  In  it! 
lier  story,  BUSINESS  \ 
said  that  serious  que^ 
existed  as  to  whether 
Securities  and  Prude' 
Insurance  properly 
closed  potential  conflic  I 
interest  between  Jam*  I 
Darr,  head  of  Pru  S( 
ties'  direct-investmem 
partment  from  1979  to 
and  general  partner 
some  firms  that  raised 
ey  through  Pru  Secui  j 
brokerage  network.  I 
Darr,  according  to  BUSINESS  wij 
investigation,  had  business  dealings! 
some  of  the  partnerships'  sponsor:j 
issue  is  whether  Darr's  alleged  coni 
compromised  his  responsibility  to 
the  best  partnerships  to  sell  to  Pru 
rities  customers.  Darr's  lawyer,  Si 
Perlmutter  of  New  York,  says  that 
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operated  fully  with  the  stX'  and 
le  does  not  believe  his  client 
rget.  "No  regulator  has  accused 
f  doing  anything  wrong,"  says 
itter. 

SEC  probe  is  probably  the  gravest 
■oblem  Pru  Securities  faces.  Law- 
iterviewed  by  SEC  attorneys  say 
ive  been  told  that  a  formal  order 
stigation  has  been  authorized  by 
mmission.  In  recent  weeks,  SEC 
jment  lawyers  from  Washington, 
'ork,  and  Atlanta  have  been  tak- 
)Ositions  from  current  and  former 
ecurities  employees,  representa- 
)f  firms  that  sponsored  limited 
•ships,  and  lawyers  re- 
by  individual  investors. 
5EC  is  said  to  be  interest- 
'hether  Pru  Securities  vi- 
the  terms  of  an  SEC  set- 
t  in  1986  of  the  so-called 
1  Crab  case.  It  concerned 
mager  of  a  Pru  Securi- 
ranch  in  Atlanta  who 
le  directives  from  the 
compliance  department, 
two  Atlanta  brokers  sell 
in  a  seafood-restaurant 
lontrolled  by  the  father 
of  the  brokers.  The  SEC 
ined  that  top  Pru  Securi- 
ecutives  failed  to  super- 
e  branch  manager.  The 
Pru  branch  manager  de- 
lomment. 

Securities  agreed  to  be 
3d  and  to  beef  up  its 
mce  department  by  fol- 
the  recommendations  of 
jpendent  outside  consul- 
'he  settlement  required 
!curities'  compliance  de- 
nt to  notify  the  firm's 
1  counsel  anytime  that 
in  a  branch  or  regional 
failed  or  refused  to  ad- 
)  compliance-department 
'es. 

e  rules  were  intended  to 
;o  all  operations,  includ- 
its  selling  limited  part- 
)S.  As  one  plaintiffs  law- 
10  recently  gave  a  state- 
3  SEC  investigators,  puts  it:  "What 

down  to  is  this:  Did  they  make  a 
•y  of  the  1986  consent  decree?" 
'TLED?  Probes  into  limited  partner- 
)y  state  securities  regulators  are 
ing.  Formal  complaints  have  been 

Kansas  and  Florida.  Kansas  Se- 
!  Commissioner  James  W.  Parrish 
1  agreement  in  principle  has  been 
i,  under  which  Pru  Securities  will 
a  public  censure.  It  will  also  pay 
lion  of  nearly  $700,000  to  more 

0  Kansas  limited-partnership  in- 
;.  Many  of  the  probes  in  other 
now  include  a  broad  examination 

1  Securities'  limited-partnership 


sales  practices,  including  whether  the 
firm's  brokers  sold  customers  unsuitable 
investments.  Pru  says  it  is  working  with 
Florida  and  Kansas  to  resolve  their  com- 
plaints "satisfactorily,  and  we  expect 
that  will  be  achieved." 

A  criminal  investigation  in  Texas 
raises  more  troubling  issues.  A  grand 
jury  convened  by  the  Dallas  County  dis- 
trict attorney's  office  is  looking  into 
dealings  between  Pru  Securities  and 
Graham  Resources  Inc.  of  Covington, 
La.,  which  sponsored  several  energy 
partnerships.  The  first  indictment  in  the 
case  was  handed  down  on  July  15.  It 
alleged  that  Jeffrey  A.  Schiller,  a  former 
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9  The  SEC  and  the  NASD  are  intensifying  year- 
long probes  of  the  firm.  The  SEC  is  focusing  on  SS- 
limited-portnership  soles  practices  of  the  1 980s  £- 

%  Securities  regulators  in  at  least  six  states  are  " 
pursuing  independent  inquiries.  Florida  and  Kansas 
have  filed  formal  complaints  against  Pru  Securities 

©  A  Texas  grand  jury  is  conducting  a  criminal 
investigation.  One  former  Pru  Securities  broker  was 
indicted  on  July  1 5 

♦  Resolution  of  outstanding  lawsuits  is  far  off.  A  gen- 
eral partner  in  one  limited  partnership  sued  the  firm 
for  $  1  80  million  in  damages.  Pru  says  the  claims  are 
unfounded.  And  a  potentially  large  settlement  is 
being  negotiated  in  a  class  action 


DATA:  BW 


Pru  Securities  broker,  had  fraudulently 
misrepresented  to  a  customer  the  sup- 
posed low  risk  and  high  potential  return 
of  the  Prudential-Bache  Energy  Growth 
Fund  No.  3  limited  partnership,  which 
was  sponsored  by  Graham  and  Pru  Se- 
curities. Graham  Resources  could  not  be 
reached  for  comment. 

Schiller,  say  former  colleagues,  is  ex- 
pected to  contend  that  he  relied  on  sales 
material  developed  by  Pru  Securities'  di- 
rect-investment department  to  make 
those  promises.  That  raises  questions 
about  whether  the  grand  jury  will  focus 
next  on  higher-ups  at  the  brokerage 
firm.  Theodore  P.  Steinke  Jr.,  chief  of 


the  Dallas  district  attorney's  specialized 
crime  division,  comments:  "All  I  can  say 
is  that  there  are  a  number  of  individuals 
we  are  interested  in."  Schiller  will  enter 
a  not-guilty  plea  and  expects  to  be  vindi- 
cated, his  lawyer  says.  Pru  says  it  has 
"fully  cooperated"  with  the  investiga- 
tion. "There  has  been  no  suggestion  that 
any  action  is  contemplated  against  Pru- 
dential Securities." 

TEXTBOOK  DEFENSE.  Whatever  its  prob- 
lems with  government  investigations, 
Pru  Securities  has  been  very  successful 
to  date  in  handling  the  flood  of  litigation 
brought  by  private  investors.  The  firm 
has  pursued  a  textbook  defense  strategy 
to  minimize  payments  to  inves- 
tors. It  has  routinely  pushed 
for  out-of-court  settlements 
with  litigants'  class-action  law- 
yers, which  almost  always  re- 
quire confidentiality  agree- 
ments. This  has  kept 
any  potentially  dam- 
aging information 
about  its  partnership  problems 
out  of  the  public  eye,  thus 
avoiding  negative  publicity. 
And  it  has  allowed  Pru  Securi- 
ties to  settle  many  class  actions 
for  mere  pennies  on  the  dollar. 
Critics  contend  that  with  class- 
action  lawyers  eager  to  reach 
quick  settlements  and  reap  big 
contingency  fees,  it's  little  won- 
der that  no  Pru  Securities  class 
action  has  gone  to  trial.  Com- 
plains one  critic,  Stuart  C.  Gold- 
berg, a  lawyer  in  Austin,  Tex., 
who  represents  investors  suing 
Prudential:  "Class  actions  are 
for  the  benefit  of  lawyers  and 
Prudential.  The  whitewashes 
I've  seen  are  worse  in  the  class 
actions  than  the  original 
fraud." 

Prominent  New  York  class 
action  attorney  Stuart 
Wechsler  denies  that  class-ac- 
tion settlements  are  inadequate 
or  inappropriate.  "People  have 
the  right  to  opt  out,"  he  says. 
Pru,  for  its  part,  says:  "We  are 
always  willing  to  talk  with  in- 
vestors and,  where  appropriate,  reach 
settlements."  It  says  that  confidentiality 
provisions  are  "absolutely  typical  within 
the  industry." 

One  key  settlement  involved  VMS  Real- 
ty Inc.  A  Chicago  real  estate  syndicator, 
VMS  raised  $500  million  by  selling  eight 
funds  through  Pru  Securities  brokers.  In 
1989,  it  ran  into  financial  difficulties. 
Most  of  the  funds,  which  were  sold  to 
investors  at  $10  a  share,  now  trade  at 
less  than  50$.  Investor  lawsuits  have  ac- 
cused VMS,  Pru  Securities,  and  other  de- 
fendants of  fraud. 

In  April,  1991,  the  parties  agreed  to  a 
$66  million  settlement:  Pru  Securities 
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contributed  $10.5  million,  and  VMS  and 
other  defendants  put  up  the  rest.  The  35 
law  firms  representing  plaintiffs  were 
paid  $23  million  in  contingency  fees. 
Plaintiffs'  lawyers  agreed  to  a  broad  se- 
crecy order  barring  disclosure  of  such 
details  as  evidence  of  fraudulent  activity 
they  might  have  uncovered. 

Pru  Securities'  tactics  in  winning  un- 
publicized  settlements  are  illustrated  by 
the  experience  of  Dr.  William  M.  Bethea 
Jr.,  a  Norfolk  (Va.)  internal-medicine 
specialist,  whose  case  was  mentioned  in 
the  earlier  BUSINESS  week  story. 

Last  November,  an  obviously  agitated 
Bethea  called  BUSINESS  week.  He  was  in 
the  midst  of  an  arbitration  hearing  seek- 
ing treble  damages  on  his  claim  of 
$750,000  in  losses.  Bethea  said 
he  had  rejected  a  $200,000  set- 
tlement offer  a  week  before 
the  hearing  was  to  start.  An 
attorney  representing  Pruden- 
tial, he  said,  told  his  lawyer 
that  if  Bethea  didn't  agree  to  a 
$350,000  settlement,  "some- 
thing they  found  out  about  my 
past  would  be  brought  out  at 
the  hearing. . . .  There  was  ab- 
solutely nothing  there.  It  was 
a  gangster  ploy.  And  probably 
hundreds  of  people  have  been 
abused  in  the  same  way 
they've  made  life  hell  for  three 
years  for  me  and  my  wife." 

But  when  BUSINESS  WEEK 
called  Bethea  several  days  lat- 
er, his  wife  said  Bethea  would 
never  be  able  to  speak  to  the 
press  again  "because  we  set- 
tled." Asked  if  the  amount 
was  satisfactory,  she  replied: 
"That's  something  we've 
agreed  to  never  talk  about." 
Bethea  declines  comment,  as 
does  Pru. 

Now,  Prudential's  carefully  crafted  le- 
gal strategy  is  showing  strain.  For  the 
first  time,  one  of  the  general  partners  in 
two  limited  partnerships  sold  by  Pru  Se- 
curities has  turned  against  the  firm.  In 
lawsuits  filed  early  this  year  in  New 
York  and  California,  Edward  M.  Stras- 
ser  alleges  that  he  and  the  partnerships' 
some  650  investors,  whose  money  was 
invested  in  two  Manhattan  buildings, 
were  defrauded.  He's  seeking  more  than 
$180  million  in  damages  for  his  firm.  "In 
all  my  discussions  with  them,"  he  says, 
"no  one  ever  asked  me  what  was  the 
right  thing  to  do  for  the  investors." 
'FALLACIOUS.'  His  lawsuits  charge  that 
during  the  1980s  the  partnerships'  for- 
mer general  partner,  Clifton  S.  Harrison, 
made  payments  to  senior  Pru  Securities 
executives  through  secret  accounts  in 
the  name  of  Bache-Harrison  Associates 
at  two  Texas  banks.  "The  business  inter- 


ests of  certain  Prudential  executives,  in 
their  individual  capacities,  and  Harrison 
were  intimately  connected,"  says  one  of 
the  suits.  The  suit  also  claims  that  Darr, 
who  oversaw  Pru  Securities'  limited- 
partnership  program,  and  other  execu- 
tives at  the  firm  "proceeded  to  divert 
and  misuse  investment  funds"  without 
disclosing  this  to  investors. 

Harrison  denies  the  charges.  "Mr. 
Strasser's  statement  is  incorrect,  and  I 
am  sure  that  in  future  weeks  this  will  be 
proven,"  he  says.  Darr's  lawyer  calls  the 
allegations  "fallacious."  Pru  comments: 
"We  believe  Mr.  Strasser's  claims  are 
totally  unfounded." 

Pru  Securities'  secrecy  shield  has  been 
cracking.  In  late  June,  the  firm  and  a 


AGGRIEVED  PARTNER:  STRASSER  IS  SUING  FOR  $I80  MILLION  IN 
DAMAGES,  ALLEGING  FUNDS  WERE  DIVERTED  AND  MISUSED 


Louisiana  oil  company  it  partly  owns 
agreed  to  pay  $35  million  to  settle  a 
series  of  Texas  lawsuits  involving  more 
than  5,000  investors  in  Prudential-Bache 
Energy  Growth  Funds  No.  1  and  No.  2. 
Pru  Securities  had  insisted  on  a  confi- 
dentiality agreement.  According  to  the 
deal,  investors  in  Fund  No.  1  will  receive 
50(1"  on  the  dollar,  and  those  in  Fund 
No.  2  will  get  35$.  After  a  407<  contin- 
gency fee  to  plaintiff  lawyers,  that 
works  out  to  30(f  and  21$,  respectively. 

But  in  an  unusual  turn  of  events,  Pru 
Securities  on  July  1  disclosed  details  of 
the  settlement  to  its  6,000  brokers  on  its 
internal  message  system.  As  a  result, 
say  brokers,  the  firm  is  letting  brokers 
offer  the  same  deal  to  some  12,000  other 
investors  in  the  funds  who  hadn't  sued 
and  who  weren't  part  of  the  settlement. 
If  all  investors  in  Growth  Funds  No.  1 
and  No.  2  who  weren't  part  of  the  action 


come  forward,  BUSINESS  WEEl 
mates,  the  additional  cost  to  Pru  ( 
ties'  could  be  as  much  as  $33  5 
Pru  says  it  told  its  brokers  abn 
settlement  "to  keep  financial  a 
aware  of  relevant  information."  j 
"further  settlements"  will  dep€ 
"the  circumstances  of  any  case." 
NEVER  AGAIN.  Meanwhile,  perha 
largest  of  the  private  actions  r 
unresolved.  It  involves  nearly  100 
dividuals  who  invested  some  $1.3 
in  a  series  of  oil-and-gas  partn^ 
known  as  Prudential-Bache  Ener 
come  Funds.  One  plaintiff's  attor: 
lieves  that  the  case  will  be  sett 
$100  million.  Such  talk  is  "prem 
says  Edward  Grossman,  the  leac 
tiffs'  lawyer  seeking  a  ( 
dated  class  action.  But 
man  confirms  that  n^ 
tions  with  Pru  Securit 
under  way. 

Whatever  the  eventuj 
ages,  Pru  Securities  app 
be  striving  to  make  su 
such  an  embarrassing  ( 
never  happens  again.  0 
29,  the  firm's  general  c 
Loren  Schecter,  sent  a 
to  all  employees  rem 
them  of  the  firm's  ethic 
of  conduct.  It  also  esta 
an  ethics  hotline  for  emi 
to  pass  along  confident  i 
about  violations. 

However  laudable,  tl ; 
cy  is  too  late  for  the  tho 
of  Pru  Securities  in\ 
who  have  received  back 
fraction  of  their  limitt 
iiership  investments  a: 
the  thousands  more  ' 
claims  are  still  uns 
These  individuals  are  nol 
to  forget  their  expe f 
Take  Andrea  Konig,  a  28-year-ol(l 
who  lost  most  of  her  husband's 
ance  proceeds.  On  the  advice  ol 
broker  who  attended  her  husbai 
neral  as  a  guest  of  a  friend,  she  ii  < 
$200,000  in  Pru  Securities  limite 
nerships  in  1988.  When  she  tried  ' 
gotiate  a  settlement  with  Pru  Sec 
lawyers  on  the  grounds  that  ti 
broker  had  sold  her  unsuitable  ,i 
ments,  she  was  met  with  what  s ; 
tends  were  bullying  legal  tactic 
now,  she  has  an  $8  million  suit 
the  firm,  which  Pru  contends  is 
less."  Says  Konig:  "They're  not  g  i 
get  away  with  this.  The  rock  theyf 
ing  behind  is  crumbling." 

That's  probably  an  overstateme 
the  rock  is  likely  to  show  some  ii 
cracks  for  a  long  time  to  come. 

By  Chuck  Hawkins  in  Atlanh 
Leah  Nathans  Spiro  in  New  York 
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Always  a  Next  Step. 

With  Global  Ommmikatums  From  BT 


Staying Closer 


When  BT  is  there  for 
your  global  communi- 
cations program,  you  have 
a  consulting  partner  wholl 
help  plan  your  network. . . 
customize  and  simplify. . . 
make  sure  everything 
plugs  in  where  it  should 
at  locations  worldwide. 
If  you  want,  we'll  manage 
it  end-to-end. 
But  we  know  that 
pailnership  goes  beyond 
just  making  things  work. 
It  means  understanding 
your  business  strategies 
and  corporate  culture. . . 
tailoring  solutions  to  meet 
your  challenges,  matching 
our  global  technology  to 
your  local  needs.  Helping 
you  go  further  with  your 

business,  and  stay 
closer  to  your  customers. 

Before  you  take  the  next 
step,  call  1-800^72-7654 
(US)  or  1-800-874-7654 
( Canada)  for  more 
information  and  our  Going 
Further  Staying  Closer 
brochure. 

Global  Network  Services 
ExpressLANE" 
Frame  Relay 
Videoconferencing 
EDhNef 
BT  Messaging  Services 
Electronic  Transaction 
Services 


p. 
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BY  GENE  G.  MARCIAL 


BUYOUT  BUZZINGS 
HAVE  CAESARS' 
BELLS  RINGING 


Gaming  stocks  have  been  hot  so 
far  this  year,  but  Caesars 
World  hasn't  participated  much 
in  the  group's  surge.  The  stock,  which 
traded  as  high  as  40  a  share  in  March, 
is  down  to  32.  Of  late,  however,  Cae- 
sars has  been  catching  renewed  atten- 
tion. The  betting  is  that  Caesars  is 
again  a  buyout  target.  It  was  the  ob- 
ject of  a  takeover  bid  in  1987  by  a 
group  led  by  investor  Martin  Sosnoff. 
That  was  foiled  by  an  aggressive  fi- 
nancial restructuring  by  management. 

The  buyout  speculation  began  swirl- 
ing a  few  weeks  ago  when  ITT,  the 
giant  conglomerate,  announced  it  was 
serious  about  getting  into  the  profit- 
able casino  business.  More  recently, 
whispers  that  informal  talks  have  tak- 
en place  between  ITT  and  Caesars  exec- 
utives have  added  fire  to  the  rumor. 
'WISH  LIST.'  Caesars  spokesman  Jack 
Leone  declined  comment.  And  ITT  nei- 
ther confirms  nor  denies  the  specula- 
tion. Bob  Bowman,  an  executive  vice- 
president  and  chief  financial  officer  of 
ITT  Sheraton,  would  say  only  that  "we 
are  looking  at  all  options  and  examin- 
ing the  gaming  landscape  for  our- 
selves." Sheraton  already  runs  its  own 
gaming  operations  in  Australia,  Egypt, 
and  St.  Martin  in  the  Caribbean.  ITT, 
says  Bowman,  very  much  wants  to  do 
the  same  in  the  U.  S.  He  adds  that  the 
company,  which  has  filed  for  a  gaming 
license  in  Las  Vegas  and  in  Atlantic 
City,  is  also  seeking  one  in  New  Or- 
leans. Bowman  wouldn't  say  whether 
ITT  would  purchase  individual  casinos 
or  buy  the  owner  of  a  chain  of  gam- 
bling casinos,  such  as  Caesars.  The 
gaming  outfit  has  two  casino-hotels  in 
Nevada,  including  Caesars  Palace  in 
Las  Vegas,  and  one  in  Atlantic  City. 

"Caesars  is  on  top  of  iTT's  wish  list," 
claims  one  Nevada  money  manager, 
because  of  its  "great  franchise  and 
globally  known  name."  The  name  Cae- 
sars, he  adds,  represents  "high  level 
and  high-stakes  gambling"  of  the  sort 
that  ITT  covets  for  its  hotels. 

Caesars'  properties  would  fit  well 
with  Sheraton's  operations,  says  ana- 
lyst Jim  Murren  of  C.J.  Lawrence. 
Caesars  would  be  the  most  attractive 
to  ITT — "if  it  were  to  buy  a  casino-hotel 
chain,"  he  says. 
Some  pros  believe  Caesars  is  attrac- 


CAESARS  WORLD: 
ON  A  ROLL? 


,          STOCK  PRICE 
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DATA.  BRIDGE  INFORMAEON  SYSTEMS  INC. 


tive  even  without  a  buyout.  "It's  the 
cheapest  in  my  universe  of  gaming 
stocks,"  says  Oppenheimer  analyst 
Steve  Eisenberg,  who  has  just  raised 
his  fiscal  1993  estimate  to  S3.40  to 
$3.45  a  share  from  his  previous  $3.30, 
vs.  the  $2.73  (after  an  extraordinary 
charge)  for  the  year  ended  July  31. 
He"s  impressed  with  Caesars'  retire- 
ment of  some  high-cost  debt  and  its 
improving  slot-machine  revenues.  Trad- 
ing at  half  the  market's  price-earnings, 
"we  find  the  stock  compelling  for  val- 
ue-oriented investors,"  says  Eisenberg, 
who  sees  the  stock  jumping  to  the  mid- 
40s  in  a  vear  and  to  60  in  two. 


GIBSON'S  MESSAGE 
IS  STILL  SWEET 


Investors  in  Gibson  Greetings,  the 
nation's  third-largest  greeting-card 
maker,  hardly  had  time  to  run  for 
cover  when  the  aftershock  from  the 
Phar-Mor  fiasco  hit.  The  drugstore 
chain  was  Gibson's  biggest  customer, 
accounting  for  13^f  of  its  sales.  So  Gib- 
son's stock  quickly  tumbled  from  near- 
ly 25  in  early  August  to  18  on  Aug. 
18 — the  day  Phar-Mor  filed  for  protec- 
tion under  Chapter  11.  Some  pros, 
though,  have  refused  to  dump  Gibson. 

"We  took  the  opportunity  to  load  up 
some  more  on  Gibson  shares,"  says  Ed 
Walczak,  chief  investment  officer  of 
Vontobel  USA,  a  unit  of  the  Swiss  bank 
Vontobel.  He  thinks  the  market  has 
overreacted  to  the  Phar-Mor  news. 
Even  in  a  worst-case  scenario,  Walczak 
says,  the  stock  would  still  be  worth  30. 
He  figures  that  even  if  Phar-Mor  were 
to  shut  down,  Gibson's  earnings  would 
likely  drop  to  $2  a  share  this  year,  then 


probably  inch  up  to  $2.20  in  1993. 
estimates  before  the  Phar-Mor  new 
$2.65  and  $3,  respectively. 

Walczak  notes  that  earnings  of 
average  company  in  the  s&P  500 
gi'owing  at  8^f  and  selling  for  t\ 
book  value.  Also,  it's  trading  at  aro 
16  times  1993  earnings  and  has  a  d 
to-capital  ratio  of  40^^f.  But  check 
Gibson:  Its  earnings  have  also  t 
growing  at  ^'c,  but  the  stock  is  sel 
at  just  one  times  book  and  trades  a 
8.6  p-e.  And  with  its  debt-to-equity 
tio  of  just  20' '.  Gibson  doesn't  des( 
such  a  depressed  valuation,  ins 
Walczak.  It  warrants  a  p-e  of  at  1 
12.8,  or  80^''c  of  the  market's  16  p-e 
argues,  which  should  kick  up  the  si 
to  30  a  share.  Despite  the  Phai'- 
scare,  he  says,  Gibson  "is  in  a  relal 
ly  predictable,  stable  business." 


A  WELL-CONNECTED 
TOY-MODEL  MAKER 


R! 


|evell-Monogram  is  a  victin" 
last  year's  Desert  Storm: 
kPersian  Gulf  war  boosted  s 
of  its  toy-model  kits  of  jet  figl 
planes,  tanks,  and  helicopters,  caui 
revenues  to  jump  to  $106  million,  ^ 
1991  earnings  rising  to  62$  a  share, 
a  loss  in  1990.  But  those  good  numl 
can't  be  sustained  this  year,  some  i 
lysts  say.  So  Revell  has  plunged — f 
12  a  share  in  March  to  6  on  Aug. 

This,   however,  doesn't  faze  '. 
Kuby,  chief  investment  officer  at 
cago-based  Rodman  Advisory  Servi 
who  recently  boosted  his  stake  in 
company  to  nearly  WTiat's 
scoop?  Sure,  this  year  will  be  a  dow 
for  Revell,  with  earnings  of  46 
share,  Kuby  estimates.  But  next  y 
he  thinks  it  will  earn  70?,  partly 
cause  of  new  products  and  a  reduc 
of  high-cost  debt.  Given  a  p-e  of  15 
says,  the  stock  should  be  worth  IG 
But  that's  not  the  only  excitemet 
the  stock.  Kuby  believes  that  Re' 
Monogram,  the  world's  leading  ms 
of  toy-model  kits,  is  a  potential  1 1 
over  candidate.  "With  its  well-es 
lished  distribution  channels  in  the  t 
and  Europe  and  clean  balance  sh 
Revell  is  an  attractive  target  for  an  j 
the  large  toy  companies,"  says  Ku 
Kuby  notes  that  Odyssey  Partm 
which  has  three  seats  on  the  bo 
owns  22%.  Another  group,  led  by  1 
jamin  and  Edmond  de  Rothschild, 
trols  14%.  With  such  stakeholders,  .■ 
Kuby,  selling  the  company  wouldn'  ^ 
a  problem.  Odyssey  declined  to  ( 
ment  on  its  plans  for  Revell. 
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CAMPBELL:  FROM 
STAR  WARS- TO 
HELPING  THE 
POST  OFFICE 


THE  DEFENSE  WHIZZES 
MAKING  IT  IN  CIVVIES 


They're  finding  new  niches — and  boosting  U.S.  competitiveness 


The  early  hours  of  the  Persian  Gulf 
War  were  satisfying  ones  for 
Bruce  Morse.  Dozens  of  Toma- 
hawk missiles  fired  from  U.  S.  Navy  de- 
stroyers and  subs  reached  Baghdad  by 
following  electronic  maps  that  Morse, 
then  a  computer  scientist  at  Hughes  Air- 
craft Co.,  had  helped  perfect.  Morse  is 
still  programming  computerized  maps. 
But  now,  as  a  Denver-based  consultant, 
he's  doing  it  for  the  city  of  Riverside, 
Calif.,  so  city  planners  and  utility  work- 
ers can  push  a  button  to  see  where  wa- 
ter and  power  lines  run. 

Amid  the  pain  of  Pentagon  cutbacks, 
Morse  represents  one  of  the  few  silver 
linings.  He  and  a  growing  list  of  top 
defense  industry  scientists  are  jumping 
from  military  to  civilian  work — and 
many  are  helping  boost  U.  S.  competi- 
tiveness. At  Westinghouse  Electric 
Corp.,  an  underwater-propulsion  expert 
is  developing  a  power  train  for  electric 
cars.  In  Sunnyvale,  Calif.,  scientists 
from  Rockwell,  TRW,  and  Stanford  Uni- 
versity have  formed  a  company  to  apply 
their  superconductor  work  to  new  kinds 
of  medical  diagnostic  equipment.  At 
Massachusetts  Institute  of  Technology, 
a  physicist  who  developed  microlasers 
for  the  Star  Wars  program  has  raised 


$3.5  million  to  make  devices  for  high- 
definition  TVs.  And  a  Westlake  Village 
(Calif.)  venture  capitalist  has  bankrolled 
17  startups  built  around  defense  scien- 
tists— and  is  looking  for  more  (page  90). 

So  far,  the  crossover  scientists  are  a 
tiny  minority  compared 
with  those  getting  pink 
slips.  From  1990  to 
1995,  some  127,000  de- 
fense industry  engi- 
neers may  lose  their 
jobs,  predicts  the  Office 
of  Technology  Assess- 
ment. And  all  but  the 
top  layer  of  this  talent 
may  work  outside  the 
profession  for  a  while. 

Yet  past  downturns 
suggest  that  this  will  be 
temporary.  When  thou- 
sands of  PhDs  lost  their 
jobs  from  1968  to  1974 
as  the  Apollo  space  pro- 
gram, the  Vietnam  War,  and  the  nuclear 
power  industry  wound  down,  they 
helped  spawn  the  semiconductor  indus- 
try, notes  James  A.  Cole,  managing 
partner  at  Spectra  Enterprise  Asso- 
ciates, the  venture-capital  fund  in  West- 
lake  Village.  This  time,  there's  palpable 


DARK  DAYS  fOR 


'90    '91     '92    '93     '94  '95 

THOUSANDS      '  ESTIMATES  1 

DATA:  OFFICE  OF  TECHNOLOGY  ASSESSMENT 


excitement  over  the  c, 
to  make  U.  S.  industr 
again.  "You  can  feel  i 
research  centers  ai 
the  country,"  says 
Staudhammer,  who 
TRW  Inc.'s  Center  for 
motive  Technology  i 
dondo  Beach,  Calif. 

BRAIN  WASTE.  It's 

time,  say  experts  su 
Jay  Stowsky,  an  anal 
the  Berkeley  Roun 
on  the  International  ] 
my,  who  argue  thi 
many  good  minds 
been  wasted  on  we: 
At  Boeing  Co.,  eng 
who  developed  comj 
for  the  B-2  bombe 
putting  the  materii 
Boeing's  latest  airlin( 
777.  And  Motorola 
Advanced  Microconi 
Div.  has  hired  doze 
defense  engineers — temporari! 
work  in  software  fields  such  as  : 
networks  and  fuzzy  logic. 

Those  who  make  the  switch  i 
shock.  In  1991,  Ted  Lesster,  the  p 
sion  expert  from  Westinghouse,  ! 
at  the  chance  to  work  on  a  contrt 
company  had  won  to  design  the 
train  for  Chrysler  Corp.'s  electric 
van.  Lesster  knew  his  group  had  ti 
gears  to  keep  up  with  the  auto 
try's  development  pace.  So,  in  a 
ture  from  defense  contracting,  Y 
carded  formal  design  reviews  and 
15  engineers  manage  their  own 
ules.  The  result:  The  team  built  a 
type  in  six  months,  half  the  time  ; 

lar  defense  p 
would  have  takei 
the  commercial  v 
says  Lesster,  "yoi 
to  prove  your  j 
with  hardware,  n| 
per  ideas." 

This  brand  of 
preneurism  is  s  i 
ing.  A  chance  m| 
with  a  Rockwell  \ 
national  Corp.  aid 
gineer  at  a  co 
awards  ceremo 
1989  led  to  Su 
Chakravarthy's  ii 
nient    in  Rock 
auto-parts  busiii 
For  14  years,  Chakravarthy  hac 
computational  fluid-dynamics  anal, 
modify  N.\s.\'s  space-shuttle 
Vast  increases  in  computing  powe] 
now  made  the  technique,  once  a 
replacement  for  wind-tunnel  t'  st 
cise  and  relatively  cheap.  Su,  C 
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Lotte,  The  VIFs  Choice 


"The  service 
mainly.  It's 
impeccable." 


Member  in  Seoul,  Korea 
HOTEL^LOTTE  (§)%^%?(S) 


EafI  S  Moore,  Jr -President  ol  Asia  Pacilic  Marketing 

We're  pleased  that  a  good  and  growingjiumber  of  our  guests 
come  back  to  stay  with  us 

Why?  As  Mr.  Moore  of  Asia  Pacific  Marketing,  explains, 
it's  the  "impeccable  service"  they  appreciate  most 
"Discrete  and  unobtrusive."  in  Mr.  Moore's  words. 

While  the  reasons  vaty  from  one  return  guest  to  the  next, 
they  all  share  an  uncompromising  taste  for  excellence 

And  at  Lotte  they  find  excellence  in  service  and  facilities. 

Shouldn't  the  Lotte  be  your  hotel  in  Seoul? 


For  Raurvatlona:  New  York:  (201)  944-1117.  Toll  Free  800-22  LOTTE,  LA  (310)  540-7010.  Toll  Free  800-24  LOTTE,  London  (071)  323-3712/4 
Hotel  Lotte:  C  PC  Box  3500  Seoul.  Tel  (02)  771-1000.  Telex  LOTTEHO  K23533M.  Fax  (02)  752-3758.  Cable:  HOTELOTTE 


"We'd  better  get  on  hoarJ  ...  the  weather  might  clear  and  we  don't 
want  to  be  left  behind.  Not  unlike  the  time  we  hesitated  and  didn't 
get  the  check  to  the  mutual  fund  before  the  market  took  off.  " 

Through  fair  weather  and  foul  our  no-load  funds,  the  Berger  100  Fund 
and  the  Berger  101  Fund,  have  achieved  an  impressive  record;  we're  proud  of 
it,  but  more  important  is  the  investment  philosophy  behind  these  numbers. 
Please  call  for  a  prospectus  and  study  it  carefiilly.  The  Berger  Funds  are 
offered  for  a  minimum  investment  of  $250. 

Berger  Associates,  Inc. 

(303)  329-0200  /  (800)  333-1001 
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phones  and  miniature  satellite-position- 
ing receivers.  As  it  expands  its  gallium 
arsenide  line,  Rockwell  expects  sales  of 
such  chips  to  hit  $100  million  within  five 
years,  vs.  less  than  $20  million  now. 
"Without  D.A.RPA,  we  wouldn't  be  here 
today,"  says  Jai  K.  Hakhu,  head  of 
Rockwell's  Microelectronics  Technology 
Center.  "But  we've  had  to  move  away 
from  military  R&D"  to  stay  in 
business. 

Carol  D.  Campbell  made 
this  move  the  hard  way. 
Three  years  ago,  she  was 
charged  with  finding  commer- 
cial markets  for  the  products 
of  Hughes  Aircraft's  Missile 
Systems  Co.  Campbell,  49, 
had  spent  her  career  solving 
high-tech  defense  problems, 
most  recently  shrinking  mis- 
sile components  for  Star 
Wars.  And  in  her  new  role, 
she  encountered  resistance 
from  what  she  calls  "a  lot  of 
naysayers"  in  her  unit.  As  a 
last  resort,  she  spent  three 
weeks  in  the  Missile  Systems 
library,  poring  over  such  pub- 
lications as  Popular  Mechanic- 
Physics  Today. 

PAPER  TARGET.  That  exercise  may  have 
saved  Campbell's  job.  She  came  away 
with  a  hunch  that  Hughes's  missile-tar- 
geting technology  could  also  decipher 
sloppy  handwriting,  a  task  the  U.  S. 
Postal  Service  and  Internal  Revenue 
Service  need  done.  She  reasoned  that  "if 
our  system  can  tell  a  B-1  from  an  F-16 
miles  away,  it  can  tell  an  A  from  a  B  or 
a  6  from  a  9."  And  because  the  system 
relies  on  artificial  intelligence  to  analyze 


shapes  and  patterns,  Campbell  says  it's 
more  accurate  than  existing  systems, 
which  merely  recognize  specific  letters 
or  numbers.  With  only  $120,000  from 
Hughes,  Campbell  scratched  together  a 
bid.  In  April,  the  Post  Office  gave 
Hughes  a  contract  that  could  grow  to 
more  than  $100  million  within  18  months. 
In  July,  Hughes  beat  out  IBM,  Eastman 


Kodak,  and  .\T&T  for  a  second  postal 
character-recognition  contract. 

TRW's  Staudhammer  is  also  on  the 
prowl  for  such  opportunities.  For  the 
past  two  years,  he  and  his  staff  of  six 
liave  acted  as  liaison  between  TRW's 
Space  &  Defense  Sector  in  Redondo 
Beach,  Calif.,  and  its  big  automotive- 
parts  business.  The  new  job  is  a  change 
for  Staudhammer,  58,  who  most  recently 
did  laser  research  for  Star  Wars  and 
fusion  research  for  the  Energy  Dept. 
Earlier,  he  was  chief  engineer  for  the 


Apollo  lunar  module  descent  engin 
also  designed  instruments  that  ai 
sending  back  signals  from  Voyagei 
slips  beyond  the  solar  system. 
SAFE  PASSAGE.  Staudhammer  dc 
see  auto  work  as  a  comedown.  Ah 
he  has  converted  technology  TRW 
oped  for  the  U.  S.  Army  into  min 
radar  transceivers  that  can  be  rno 
on  a  rearview  mirror, 
may  be  useful  in  co 
avoidance  systems  and 
cruise  controls  that  \ 
help  keep  cars  a  safe  di^ 
apart.  Ford,  Chrysler 
Honda  have  expressed 
est  in  those.  His  group  i 
working  on  replacing  h\ 
lie  steering  with  an  elee 
system  that  makes  fev.i 
mands  on  the  engine  :i 
more  fuel-efficient.  "Thi 
industry  is  undergoing 
change,"  he  says.  "Sup 
are  sharing  more  of  tl 
velopment  and  engine 
workload." 

That's  good  news  for 
neers  who,  Staudhamm 
sists,  face  as  big  a  challenge  takii 
the  Japanese  in  autos  as  they  one 
racing  to  beat  the  Russians  to  the  i 
"We  have  tremendous  resources  i 
ery  facet  of  science  and  engineering 
adds.  "We  can  contribute  to  na 
competitiveness  and  make  this  cour 
better  place  to  live."  It's  hard  to  i 
more  worthy  peace  dividend  than  i 
By  Eric  Schine  in  Los  Angeles,  with 
Borrus  and  John  Carey  in  Washit 
Geoffrey  Smith  in  Boston,  and  b 
reports 


HELPING  MILITARY  REFUGEES  SUCCEED  WITHOUT  UNCLE  SAM 


10  one  knows 
more  about  how 
I  much  defense 
scientists  can  contribute 
to  the  commercial  world 
than  James  A.  Cole, 
managing  director  of 
Sjjectra  Enterprise  Asso- 
ciates, a  $25  million  ven- 
ture capital  fund  in 
Westlake  Village,  Calif. 
Since  1986,  Snectra  has 
launched  or  ii.  ested  in 
17  electronics  companies 
that  have  sprung  from 
military  research.  Cole  frets  over  the 
fact  that  about  50%  of  defense  engi- 
neers who  have  tried  to  run  -■i)ectra 
companies  have  failed  so  far.  They 
typically  "don't  think  strategically. 


COLE  FUNDED  I  7  START).tPS; 
13  ARE  NOW  IN  THE  BLACK 


don't  think  products,"  he 
gripes.  "They  think  solu- 
tions, but  they're  not 
trained  to  finish  a  task." 

The  novices  are  catch- 
ing on,  however.  Spec- 
tra's companies  employ 
about  1,750  workers,  and 
13  of  the  17  are  profit- 
able. Three  have  gone 
public.  Some  70%  of 
their  combined  revenues 
are  in  commercial  work 
such  as  image-process- 
ing and  wireless  commu- 
nications. EEsof  Inc.,  a  software-design 
company  in  Westlake  Village,  is  typi- 
cal. Using  software  tools  created  to  de- 
sign electronic-warfare  circuits,  its  en- 
gineers have  written  software  that 


helps  build  microwave-communicai 
circuits  for  clients  such  as  Amer 
Telephone  &  Telegraph  Co. 

Spectra  wants  each  company  to 
10%  to  20%  of  its  sales  from  Pent? 
development  contracts.  That's  pos! 
because  military  research-and-dev( 
ment  spending  is  still  more  robust  ^ 
the  overall  defense  budget.  " 
trick,"  says  Cole,  "is  to  subsidize  ; 
commercial  work  with  governni 
owned  equipment  and  Defense  E 
progress  payments,  and  make  sure 
have  an  endgame  for  commercial  f 
ucts."  Cole  believes  this  philosophy 
produce  a  20%  annualized  rate  ol 
turn  for  Spectra  backers  by  the 
the  fund  matures  in  1998.  What's  n 
A  sequel  to  Spectra  in  1993. 

By  Eric  Schine  in  Los  An  ' 
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Once  Again,The  Relationship 
Between  Power  and  Size 
Has  Been  Redefined. 


INTRODUCING  THE 
;VEREX  CARRIER  SL/25 

nice  the  General  crowned  himself 
;ror  has  there  been  such  a  convinc- 
Ivocate  for  the  small  and  the  mighty. 
Iverex  Carrier  SL/25  delivers  startling 
SL  25MHz  performance  in  a  true 
-size  package,  with  the  most  extraor- 
y  range  of  capabilities  to  come  along 
lerations. 

e  Carrier  SL/25  is  the  first  notebook 
uter  designed  with  the  understand- 
at  your  needs  for  serious  power  and 


Intel  386'"SL,  25MHz. 

CPU,  64K  Cache 

4MB  RAM  (Extendable  to 

:OMBl 

Fully  Application  Compat- 
ible Suspend/Resume  with 
APM  support 
Tactile  81-Key  Keyboard 
Enhanced  Parallel  Port 
Additional  Battery  Included 


flexibility  don't  diminish  when  you're  on 
the  move.  You  not  only  need  more  mobil- 
ity, you  need  more  computer. 
This  is  it. 

Unique  to  the  SL/25  are  removable 
80MB  or  120MB  hard  drives  with  conve- 
nient forward  access  — which  easily  snap 
out  to  be  locked  up  for  tighter  security,  or 
used  in  a  desktop  machine. 

With  SimulScan,'  the  diminutive  SL/25 
can  command  an  entire  room.  It  plugs 
into  a  large  external  CRT  for  meetings  and 
demon.strations,  and  will  display  on  its 
own  screen,  the  CRT  or  both  at  once. 

Batteries,  like  the  hard  drives,  quick- 
load  from  the  front.  Extensive  Power 
Management  features  efficiently  control 
battery  power,  with  a  continuous  battery 
system  that  lets  you  hot-swap  batteries  in 
the  middle  of  an  application  for  potentially 
unlimited  battery  operation.  It  even  has  the 
remarkable  ability  to  enter  suspend-mode, 
then  resume  later  right  where  you  left  off 


Napoleon  BonaparU'  w  ith  his  Cdi  iwi  SL/25 


To  complete  this  highly  field-maneuver- 
able  5.9-pound'  package,  we've  added  a 
built-in  trackball  along  with  the 
latest  versions  of  MS-DOS; 
Microsoft  Windows,' and 
a  padded  carrying  case. 
The  Everex  one-year 
parts  and  service  war- 
ranty even  includes  free 
overnight  pick-up  and  deliv- 
ery within  the  continental  U.S. 

With  so  much  sheer  force  in  such  abbre- 
viated form,  the  Carrier  SL/25  is  destined 
for  leadership.  Call  today  for  more  informa- 
tion or  the  reseller  nearest  you. 


1-800-262-EVER 

In  Canada  1-800-661 -200 ,^ 
Outside  North  America  510-498-1 1 1 1 


EVER  for  Excellence 
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As  you  read  this,  mail-order  giant  DAMARK  International  is  moving  16  camcorders,  12  garage  door  openers, 
8  motorized  kiddie  cars  and  now  6  more  camcorders... but  wait!  We  can't  write  this  fast  enough  to  keep  up! 
Fortunately,  Fujitsu's  F9600' '  telephone  system  can.  Its  unique  non-blocking  architecture  instantly  switches  all  callj 
through,  at  which  point  its  ACD  software  routes  these  calls  to  "next  available  agent"  to  minimize  wait  time. 
And  no  matter  how  fast  DAAIARK  International  grows  -  sales  jumped  from  $13  million  in  1986  to 
$214  million  in  1991 !  -  the  F9600's  modular  50-  to  9600-line  PBX  grows  seamlessly  right  along  with  it. 
Best  of  all,  the  robust  F9600  is  ISDN-ready  to  ID  future  callers  by  their  phone  numbers 
so  their  fdes  can  be  called  up  on-screen  beh^re  the  agent  connects  the  line. 
"Hi,  Mr.  Jones.  Horr  did  you  like  those  golf  clnhs'f'^  replaces  '7/otr  ciui  I  help  you?'' 
To  see  how  Fujitsu  can  help  you,  call  1-800-553-3263. 


IS' 


The  F9600  Digital  Telephone  from  Fujitsu,  a  $25-billion 
global  telecommunications  leader  serving  over  100  countries 


FUJITSU 


(Computers,  C^oniiiuinications,  Microelectronics 


velopments  to  Watc 


JY  OTIS  PORT 


lOLER  WAY  TO  GET  RID  OF 
NE-WRECKING  CFCs 


t  a  U.  N.  meeting 
on  the  environment 
this  November,  most  Eu- 
ropean countries  are  ex- 
pected to  back  the 
U.  N.'s  call  to  advance  to 
1995  the  date  for  termi- 
nating production  of 
ozone-eating  chlorofluo- 
rocarbons  (CFCs).  That's 
five  years  sooner  than 
the  current  deadline. 

Even  so,  there's  still  a 
big  problem:  the  millions 
of  tons  of  CFCs  already 
igerators  and  air  conditioners.  Because  CFCs  are  ex- 
'  resistant  to  chemical  attack,  about  the  only  option  for 
ig  of  them  is  expensive,  high-temperature  incinerators, 
cheaper  way  may  be  emerging  at  Toyama  National 
•  of  Technology  in  Hongu,  Japan.  A  team  of  chemists 
Kiyonori  Shinoda  has  found  that  soaking  activated 
il  in  iron  chloride  yields  a  catalyst  that  can  crack  CFC 
mds  at  temperatures  as  low  as  400F.  Mix  the  CFCs  with 
,  and  the  catalyst  breaks  down  the  mixture  into  such 
ils  as  carbon  dioxide  and  ethyl  chloride,  which  are  easy 
I  with.  After  a  few  hours,  the  catalyst  loses  some 
icy.  But  Shinoda  believes  further  research  will  fix  that. 


CER  RESEARCHERS  FIGURE  OUT 
'TRAFFIC  COP'  GENE'S  M.O. 


■'ears,  scientists  have  been  convinced  that  one  particular 
e,  dubbed  p53,  plays  a  central  role  in  cancer.  In  study 
tudy,  people  with  breast,  lung,  colon,  brain,  and  other 
i  have  been  found  to  harbor  defective  copies  of  this 
Researchers  hypothesized  that  somehow  the  gene  is 
ly  able  to  suppress  nascent  tumors — but  how? 
,  scientists  at  Johns  Hopkins  University  have  an  an- 
5y  experimenting  with  healthy  and  defective  p53  genes 
lal  and  abnormal  cells,  a  team  led  by  oncologist  Michael 

discovered  that  the  gene  acts  as  a  traffic  cop:  When 
)n,  carcinogens,  or  spontaneous  mutations  injure  a  cell's 
le  p53  gene  puts  a  temporary  halt  to  that  cell's  repro- 
.  This  gives  the  cell  a  chance  to  repair  the  damage  to 
letic  machinery  and  prevents  the  flaws  from  being 
on  to  progeny  cells.  But  when  p53  isn't  working  proper- 
defective  cells  replicate,  increasing  the  risk  of  cancer, 
irovides  a  beautiful  explanation  for  how  p53  contributes 

development  of  tumors,"  says  Kastan.  It  could  also 
he  way  to  more  effective  cancer  drugs. 


BIG  BROTHER  CAN  LISTEN 
M  A  HUNG-UP  PHONE 


ardly  a  secret  that  phone  taps  are  a  favorite  ploy  of 
atrial  spies  as  well  as  law-enforcement  agencies.  What 
ell-known  is  that  the  phone  doesn't  even  have  to  be  off 
ok  to  be  tapped.  It's  possible  to  activate  a  hung-up 
remotely  and  use  it  to  eavesdrop.  This  techno-trick 
y  came  to  light  as  a  result  of  a  drug  dealer's  court  case 


in  the  Netherlands — but  it  is  said  that  the  technique  will  work 
on  virtually  any  phone  anywhere. 

At  first,  Dutch  officials  denied  that  it  was  possible  to  hear 
anything  this  way.  But  then,  the  editor  of  Hack-Tic,  a  local 
computer  hacker's  publication,  demonstrated  the  feat  on 
Dutch  TV,  using  off-the-shelf  electronics  gear  costing  less  than 
$100.  Fortunately,  such  eavesdropping  can  be  defeated  easily 
by  adding  a  capacitor  to  block  the  signal  that  activates  the 
handset's  microphone.  The  Dutch  telephone  company  quickly 
rushed  to  market  with  a  plug-in  gadget  for  less  than  $5  that 
does  the  job. 


WHY  AMERICA'S  WAR  ON  AIDS 
IS  STILL  A  SKIRMISH 


With  tens  of  thousands  of  new  cases  of  AIDS  each  year 
and  more  than  a  million  Americans  infected  with  Hiv, 
the  virus  that  causes  it,  one  might  assume  that  the  deadly 
disease  is  profoundly  changing  the  U.  S.  and  its  institutions. 
That's  what  Albert  R.  Jonsen,  chairman  of  the  department  of 
medical  history  and  ethics  at  the  University  of  Washington 
School  of  Medicine,  expected  to  find  when  he  began  leading  a 
study  for  the  National  Academy  of  Sciences  on  the  social 
impact  of  aids.  But  after  looking  at  everything  from  health 
care  and  prisons  to  religion  and  law,  Jonsen  says  the  panel 
concluded  that  "the  social  impact  has  not  been  very  great." 

That's  because  AIDS  is  most  prevalent  among  gays  and  in 
"marginalized,  ghettoized  communities"  that  are  home  to  drug 
addicts  and  poor  minorities.  The  NAS  report,  due  out  this  fall, 
documents  an  overloaded  health  care  system  and  a  surge  in 
volunteerism  in  such  areas.  But  outside  these  epicenters,  AIDS 
has  had  little  impact — which  helps  explain  why  the  country 
has  failed  to  follow  suggestions  by  the  National  Commission 
on  AIDS  for  such  steps  as  more  explicit  prevention  efforts  and 
additional  treatment  programs  for  drug  users.  Says  Jonsen: 
"The  impact  of  aids  is  not  great  enough  to  mobilize  the  kinds 
of  energies  that  those  recommendations  require." 


THIS  HELMET  COULD  SAVE 
FOOTBALL  PLAYERS  SOME  HEADACHES 


Don't  be  surprised 
this  football  season 
if  you  spot  some  helmets 
that  seem  to  have  a  gi- 
ant Band-Aid  on  top.  It's 
a  plastic-foam  cushion 
called  ProCap  that  helps 
reduce  the  risk  of  con- 
cussions when  head-on 
collisions  occur. 

Developed  by  Protec- 
tive Sports  Equipment 
Inc.  in  Erie,  Pa.,  the  ex- 
terior helmet  pads  were 
introduced  in  1989.  But 
while  ProCaps  are  being  used  by  more  than  1,000  high  school 
and  college  players — and  even  a  couple  of  pros — the  pads' 
effectiveness  has  never  been  proved.  Now,  researchers  at 
Pennsylvania  State  University's  Biomechanics  Laboratory 
have  found  hard  evidence  that  ProCaps  work:  Tests  show  that 
the  $40  polyurethane  pad  softens  bell-ringing  jolts  by  about 
20'A,  says  lab  director  Richard  C.  Nelson.  He  adds  that  more 
tests  should  be  run  to  determine  whether  the  pad  contributes 
to  neck  injuries.  Still,  the  company  expects  the  Penn  State 
results  to  coax  more  teams  into  trying  ProCaps. 
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Investing 


A  DIFFERENT 
KIND  OF  HEDGE 


In  Saul  Bellow's  1956  no- 
vella Seize  the  Day,  the 
hero  uses  his  last 
S700  to  buy  lard  futures 
on  the  advice  of  a 
seedy  acquaintance. 
The  unfortunate  fel- 
low's  agony,   as  lie 
watches  lard  prices 
plummet  and  a  steely- 
eyed  broker  close  out  his 
account,  is  enough  to  scare  a 
reader  away  from  such  mar- 
kets for  life. 

But  derivatives — financia 
instruments  that,  like  futures 
are  derived  from  an  underly- 
ing transaction  in  goods,  cur 
rencies,  stocks,  bonds,  or 
money  itself — have  come 
a  long  way.  Originally  in- 
vented for  commodities 
providers  as  a  hedge 
against  price  fluctua 
tions,  futures  and 
options  also  gave 
speculators  like  Bel- 
low's poor  slob  the 
chance  to  make  a 
fortune    or  lose 
their  shirts.  Now, 
financial  engi- 
neers are  design- 
ing derivatives 
that  ideally  meet 
specific  investment 
needs.  Caution  is 
in  order.  Some  of 
these  products  are 
being  peddled  by 
the  same  firms 
that  brought  you 
REITS,  limited 
partnerships,  and  port- 
folio insurance.  But  for 
investors  who  do  their 
homework,  derivatives 
can  help  make  the  most 
of  market  conditions. 
SPLICE  JOB.  For  example 
Nikkei  put  warrants  were 
introduced  in  1990  when  the 
tumbling  Japanese  stock 
market  excited  international 
options  speculators.  The  war- 
rants,  which   trade   on  the 


American  Stock  Exc 
give  holders  a  right  tc 
certain  amount  of  Ji 
stock  at  a  locked-i; 
So  the  worse  t 
stocks  that  make 
Nikkei  do.  the  mc 
l)ut  warrants  are  wi 
Derivatives  are  som 
called  synthetic  securit 
cause  different 
of  investme 
struments  are 
cially  spliced 
er.  Thus,  PERl 
Preferred  Equi' 
demption  Cumi 
Stocks,  act  like 
for    two  or 
years,  paying  an  in 
rate  usually  above-mark 
investment-grade  corf 
debt.  Then  they  automa 
turn  into  the  underlying 
mon  stock  at  a  preset  r 
That's  an  attractive  pr 
tioii  if  the  issuing  cor 
prospers,  though  the  c( 
sion  formula  means  the 
cap  on  the  appreciation 
ers  can   realize.  PERG 
finding  favor  with  inve 
now  because  their  coi 
are  about  two  percer 
points  higher  than  those 
dinary  corporate  bonds, 
trade-off  is  if  the  issuing 
pany's  stock  takes  a  be; 
you're  forced  to  own  it 
way — or  to  sell  your  P 
whose  value  is 
to  sink  too. 
trade-offs 
typical  of  di 
t'ves,  th 
they  may  lo( 
if  they  offer 
best     of  se 
worlds. 

Similarly,  syntl 
ike  collatera 
mortgage  ot 
tions.  or  C.MOs, 
made  a  hit  wi' 
dividuals  because  they  a] 
to  beat  the  going  rate  ( 
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e  fixed-income  invest- 
Yet  it  is  almost  impos- 
calculate  your  actual 
maturity  on  any  par- 
Mo — again  the  trade- 
a  good-looking  initial 

tlie  average  investor 
H'h  instruments  in  a 
illy  diversified  portfo- 
ithetics  makers  believe 
-not  as  devices 
l  ing  or  specula- 
1  as  a  new  and 
form  of  asset 
nil,.  "Investors 
iirvous  about 
they're  sick  of 
■rm  money  mar- 
is, and  they  don't 
D  lock  in  a  long 
at  7.3%,"  says 
A.  Weinreich,  a 
ing  director  at 
-s  Trust.  Wein- 
believes  that 
s  Trust's  market- 
r,Ds  correct  a  mis- 
that  investors 
)ut  of  fear:  get- 
and  out  of  the 
rather  than  the 
nd-true  strategy 
and  hold. 
CDs,  sold  in  de- 
tions  as  low  as 
and  maturing  in 
ars,  are  linked  to 
'  500  and  promise 
ver  100%  of  any 
the  index  at  ma- 
If  the  S&P  rises 
you  get  double 
leposit  back.  If  the  in- 
ays  flat  or  falls,  your 
)al  is  guaranteed.  A 
riskier  version  offers 
if  the  S&P's  return  over 
ars,  and  your  principal 
decline  more  than  10%. 
■posits  are  FDK'-insured. 

PROMISE.  Merrill 
s  MITTS,  or  Market  In- 
arget  Term  Securities, 
lued  at  just  $10  a  share 
vork  the  same  way, 
;ing  115%  of  any  S&P 
le  after  5  years,  with  no 
;ide  risk.  And  future 
may  be  linked  to  other 
ts  or  even  specific  stock 
^.  "Versions  can  be  cus- 
ade,"  says  Michael  R. 
es,  first  vice-president 
quity  marketing.  "We 
ik  them  to  the  Nikkei  or 
ASDAQ,  biotech  stocks, 
ver." 


On  the  surface,  such  depos- 
its seem  to  let  investors  bet 
on  the  stock  market  fearless- 
ly. But  giving  up  yield  for 
five  years  is  no  joke:  Your 
money  will  steadily  lose  pur- 
chasing power.  And  if  there's 
a  stock-market  scare  right  be- 
fore your  CD  matures,  any  in- 
terim upticks  will  be  lost  op- 
portunities— your  money  was 


But  the  notes'  appreciation 
potential  is  questionable.  Be- 
cause they  sell  at  a  premium 
to  their  conversion  value  in 
common  stock  and  you  get  a 
fixed  number  of  shares,  the 
underlying  stock  has  to  rise 
steeply  to  make  the  conver- 
sion worthwhile.  Eric  Ryback, 
manager  of  Lindner  Dividend 
Fund,  thinks  investors  are 


UNDERSTANDING  AN 
ARCANE  WORLD  OF  INVESTING 


LEAPS,  BOUNDS 


Long-term  stock  options,  with  expirations  of 
two,  three,  or  five  years.  Investors  have  a  longer 
time  frame  in  which  to  make  a  correct  guess  on  equities.  Like  ordinary  options, 
LEAPS  (calls)  and  BOUNDs  (buy-write  options)  let  you  play  the  market  more 
cheaply  than  if  you  bought  the  underlying  stocks.  Also  like  their  short-term  coun- 
terparts, they  leave  you  with  0%  of  your  investment  if  you  bet  wrong 


These  state-of-the-art  CDs 
guarantee  your  principal 


'LINKED  deposits;  MITTS 

and  offer  potential  appreciation  based  on  price  changes  in  some  underlying  mar- 
ket or  index,  such  as  the  S&P  500.  When  banks  issue  them,  they  are  FDIC-insured 
up  to  $  1 00,000.  When  brokerage  houses  issue  them,  they  are  guaranteed  by  the 
firm.  Terms  are  usually  about  five  years.  Although  they  ore  relatively  low-risk,  the 
opportunity  cost  of  parking  interest-free  money  for  five  years  may  be  high  if  the 
underlying  investment  doesn't  pay  off 


LYONS,  LYNX 


Fancy  zero-coupon  bonds  with  a  conversion  feature. 
These  bonds,  usually  with  15-  to  20-year  maturities, 
separate  their  interest-paying  component  from  their  principal,  which  is  then 
linked  to  the  issuing  company's  common  stock.  Yields  are  relatively  good,  but  the 
so-called  appreciation  potential  of  your  principal  is  very  limited.  Also,  as  with  ze- 
ros, you  may  pay  taxes  on  deferred  interest 


tied  up.  "Over  a  five-year  pe- 
riod, to  promise  your  money 
back  is  pretty  poor,"  says 
John  Markese,  president  of 
the  American  Association  of 
Individual  Investors. 

Like  the  innocent-sounding 
CDs,  familiar  old  zero-coupon 
bonds  have  been  packaged 
with  stock  options  to  give  in- 
vestors a  hybrid  that  seems  to 
do  more  than  one  thing  well. 
LYONS  (Liquid  Yield  Option 
Notes)  and  lynx  (Liquid  Yield 
Exchangeable  Notes),  also 
Merrill  Lynch  creations,  are 
convertible  bonds  that  turn 
into  a  predetermined  amount 
of  the  issuer's  common  stock. 

These  "liquid  notes"  are 
longer-term  bets  than  the  CD- 
stock  combinations,  typically 
maturing  in  15  to  20  years. 
That's  fine  if  your  goal  is  to 
lock  in  today's  interest  rate. 


much  better  off  with  ordinary 
convertible  bonds.  "Anything 
that  requires  you  to  watch 
the  security  intensely  from 
day  to  day,  we  tend  to  stay 
away  from,"  he  says. 

Possibly  the  sexiest  deriva- 
tives are  leaps  (Long-term 
Equity  Anticipation  Securi- 
ties) and  BOUNDS  (Buy-write 
Option  Unitary  Derivatives). 
Long-term  stock  options, 
these  expire  in  years  rather 
than  months  and  cost  a  frac- 
tion of  the  underlying  stock 
price. 

For  example,  10  IBM  LEAPS 
expiring  in  January,  1994, 
with  a  strike  price  of  $105 
give  you  the  right  to  buy 
1,000  shares  of  IBM  that 
month  at  $105  a  share  and 
cost  you  $3,250,  minus  com- 
missions. If  IBM  stock  hits  120 
at  that  time,  the  10  leaps  will 


be  worth  $15,000:  1,000  shares 
times  the  difference  between 
120  and  105.  If  IBM  closes  be- 
low 105,  the  leaps  expire 
worthless.  Of  course,  if  IB.M  is 
on  an  upswing,  you  can  make 
money  selling  the  LEAPS  be- 
fore they  expire. 

Such  a  bet  is  more  comfort- 
able over  two  years  than  over 
several  months.  "People  find 
LEAPS  attractive  because 
they  can  take  a  longer- 
term  view,  away  from 
the  daily  whipsaw  of  the 
market,"  says  Harrison 
Roth,  senior  options 
strategist  at  Cowen  & 
Co.  As  of  now,  108 
LEAPS  are  listed  on  the 
Chicago  Board  Options 
Exchange. 

MURKY  STATUS.  Will  the 
bigger  time  frame  make 
options  palatable  to  the 
prudent  investor?  Some 
advisers  say  that  no  de- 
rivative, let  alone  an  op- 
tion, belongs  in  an  indi- 
vidual's portfolio.  Deriv- 
atives "require  acute 
timing  skills,"  observes 
Michael  Metz,  chief  in- 
vestment strategist  at 
Oppenheimer  &  Co. 
"That  hardly  catego- 
rizes professionals,  let 
alone  amateurs." 

Most  derivatives  have 
other  built-in  problems. 
Regulators  argue  over 
who  should  oversee 
them,  because  no  one  is 
sure  whether  they  should  be 
classified  as  securities  or  op- 
tions. Their  tax  status  is  often 
murky,  since  many  defer  pay- 
off until  maturity  and  then 
don't  call  it  "interest."  And 
the  newer  products  tend  to  be 
dangerously  illiquid,  because 
the  more  specialized  they  are, 
the  smaller  the  market. 

Yet  there's  a  future  for  the 
descendants  of  lard  futures, 
says  Richard  Kleinberg,  a  de- 
rivatives consultant  in  New 
York.  "The  man  in  the  street 
has  no  hedging  need  to  trade 
soybeans,"  he  says.  "But  he 
does  have  a  hedging  need  to 
trade  interest-rate  and  stock 
investments.  We're  in  a  new 
environment  where  there's  a 
very  conservative  reason  to 
use  derivatives."  He  may  be 
right.  But  not  with  your  last 
$700.  Joan  Wat-ncr 
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Travel 


SLIPPING 
INTO  CUBA 
—LEGALLY 


espite  strict  U.  S.  laws 
barring  tourist  travel 
to  Cuba,  some  Ameri- 
cans slip  into  Fidel  Castro's 
socialist  stronghold  via  tour 
operators  in  Canada,  Mexico, 
and  elsewhere.  Once  they  ar- 
rive, obliging  Cuban  immigra- 
tion officials  don't  stamp  their 
passports. 

But  there's  no  need  to  risk 
stiff  fines  and  possible  prison 
terms  by  sneaking  into  this 
fascinating  Caribbean  isle. 
Americans  have  several  per- 
fectly legal  ways  to  enter  the 
country.  For  example,  they 
can  hook  up  with  either  Glob- 
al Exchange  (415  255-7296)  or 
the  Center  for  Cuban  Studies 
(212  242-0559),  which  conduct 
seminars  in  Cuba  on  a  variety 
of  topics,  including  the  coun- 
try's  economy,  architecture. 


health  care  system, 
and  filmmaking. 

People  who  sign  on 
must  loosely  fit  the 
definition  of  "full- 
time  professionals 
[doing]  research  in 
their  professional  ar- 
eas," just  one  of  the 
categories  allowed  un- 
der the  1963  Trading 
with  the  Enemy  Act. 
Others  who  can  make 
arrangements  to  trav- 
el into  Cuba  on  their 
own  include  news 
gatherers,  people  on 
official  U.  S.  business, 
and  those  visiting 
family  members.  The 
professional-research- 
er category  offers  a 
great  deal  of  latitude. 
For  example,  just 
about  anyone  connect- 
ed to  the  medical 
field,  including  doctors, 
nurses,  hospital  administra- 
tors, and  technicians,  can  sign 
up  for  seminars  covering  Cu- 
ban health  care. 

Global  Exchange  runs  trips 
to  Cuba  from  Miami  at  least 
once  a  month.  This  past  June, 


it  escorted  three 
.roups,  with  a  total  of  72 
attendees.  The  average  group 
size  is  15  to  20  people,  and 
the  cost  is  $1,200  for  10  days. 
That  includes  lodging,  meals, 
transportation,  and  transla- 
tion, plus  a  four-day  trip 
outside  Havana  into  the  coun- 
tryside. Participants  don't 


stay  in  the  r 
refurbished  Ho 
clonal  or  in  any 
other  luxury 
that  Castro  ha 
promoting,  but ' 
modations  are  ( 
ly  adequate. 
LOCAL  CULTURE 

Center  for 
Studies  offers 
ety  of  semint 
Cuba,  ranging 
$935  per  person 
occupancy)  for 
African  Presence 
Americas"  to  $1, 
"Coping  with  the 
The  Cuban  Ecoi 
Prices  are  for  no 
bers.  For  Centei' 
bers,  the  packagij 
is  .>.50  lower. 

Legally,  the  trips  m 
fer  eight  hours  a  day 
search,  which  include 
tures,  tours,  demonstr 
and  other  programs, 
evenings,  group  membe 
encouraged  to  particip 
cultural  programs  and 
nial  meetings  in  Ci 
homes  or  tour  the  Iocs 
on  their  own.     Gnii  Dc 


It's  either  feast  or  famine 
for  offshore  oil  drillers. 
Prosperity  reigns  when  nas- 
tiness  in  the  Middle  East 
sends  oil  and  natural  gas 
prices  rising — such  as  during 
May  and  June,  when  Mideast 
tensions  sent  crude  oil  prices 
above  $23  a  barrel.  In  recent 
months,  however,  reduced 
tensions  have  caused  drilling 
stocks  to  plummet. 

But  this  volatile  stock 
group  is  looking  enticingly 
cheap  to  contrarian  money 
managers.  "Business  is 
lousy,  and  the  stocks  are 
doing  poorly — and  historical- 
ly that's  the  time  to  buy 
these  stocks,"  observes  Dan- 
iel Frank,  who  runs  the  Fi- 
delity Special  Situations 
funds. 

RATE  TUMBLE.  Offshore  drill- 
ing mavens  note  that  activity 
is  picking  up.  That's  even 
true  in  the  Gulf  of  Mexico, 
where  environmental  restric- 
tions have  sharply  reduced 
drilling  activities,  says  Cliff 
Henry,  an  ace  growth-stock 
picker  whose  Worthington 


Smart  Money 

OFFSHORE  DRILLING  STOCKS 
COULD  BE  ON  TARGET 


Growth  hedge  fund  has  been 
buying  into  offshore  drillers 
as  a  bet  on  gas  prices. 

Day  rates — the  amount 
that  drillers  are  paid  for  use 
of  the  rig — seem  to  be  bot- 


SOME  TEMPTING 
OIL  DRILLERS 


Company          Share  price 

Aug.  24, 
1992 

Price- 
earnings 
ratio 

Global  Marine 

2 

4.4 

Oceaneering  Int'l 

14 

18.4 

Parker  Drilling 

53/8 

44.8 

Rowan 

63/8 

NA* 

Smith  Int'l 

85/8 

NA* 

*Not  applicable  because  of  losses 
DATA  BRIDGE  INFORMATION  SYSTEMS  INC 


toming  out.  In  the  Gulf  of 
Mexico,  the  rates  have  de- 
clined from  $20,000  a  day  in 
mid-1991  to  $8,000  or  less- 
dipping  below  the  breakeven 
point  for  some  companies. 
Henry  says  rates  have  been 
firming  lately. 

Henry's  fund  has  been 
buying  up  the  shares  of  a 
variety  of  drillers.  Picks  in- 
clude Global  Marine,  Rowan 
Cos.,  Smith  International, 
and  Parker  Drilling,  as  well 
as  an  oil-field-services  com- 
pany that  specializes  in  off- 
shore drilling,  Oceaneering 
International.  Global  Marine 
is  one  of  the  best-known 
drillers,  a  highflier  in  the 
1970s  that  fell  on  hard  times 
when  energy  prices  softened 
in  the  1980s. 

One  plus  for  Global  Ma- 


rine is  its  recent  settle 
of  a  lawsuit  with  Tr; 
Energy  over  a  natura 
contract.  Partly  as  a  1 
of  the  settlement,  in  wh 
reaped  $55  million,  the 
pany  reported  net  incor 
\2<t  a  share  in  the  s( 
quarter,  vs.  a  loss  c 
per  share  the  year  be 
Global  Marine's  averag 
utilization  was  beneath 
levels  in  the  second 
ter — but  above  the  ind 
average. 

Global  continues  to  be 
ged  by  high  leverage,  he 
er.  By  contrast,  Parker  , 
ing,  an  onshore  driller, 
little  debt  and  lots  of 
Parker  has  active  drillin 
erations  in  Colombia,  Ini 
sia,  and  New  Guinea. 

One  imponderable  for 
ers  is  weather.  Warm 
ters  have  depressed 
prices  and  contributed  b 
industry's  woes.  But  11 
chill  winds  blow  again,  1, 
companies  will  per: 
handsomely — and  so 
their  stocks.  Gary 
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Pews  lynte.  A  W^jtemirtM  expresses.  Formore  than  a  century,  this  distinction  has  rmiained  constant. 
In  the  precise,  painstaking  tooUng.  In  the  meticulous  balancing.  In  the  elegant  styliytg  accented  with  precious  metals. 
For  example,  the  Rhapsody  Red  Ripple,  f  \  pictured  above,  recaptures  all  the  romance  oj  its  f920s  original. 


ATERMAN 


PARIS  ■ 


1^ 


ersonal  Business 


It's  12:30  a.m.  and  you're 
strolling  back  to  your  car 
after  dinner  and  the  the- 
ater. When  you  arrive  at  the 
parking  spot,  there's  a  big 
space  where  your  Saab  used 
to  be.  Has  it  been  towed?  No 
such  luck.  Chances  are  you've 
joined  the  1.8  million  car  own- 
ers who  have  had  their  wheels 
lifted  in  the  past  year. 

The  odds  that  your  car  will 
be  stolen  or  vandalized  have 
shot  up  in  a  decade.  One  in 
119  cars  is  swiped  now,  vs. 
one  in  151  cars  in  1981.  Luck- 
ily, there  is  a  slew  of 
electronic  systems 
ranging  from  under 
$200  to  nearly  $1,000 
that  can  thwart,  or  at 
least  considerably  slow 
down,  both  amateur 
and  professional  car 
thieves.  If  you're  will- 
ing to  pay  extra,  you 
can  also  pick  up  sys- 
tems that  offer  such 
conveniences  as  the 
ability  to  unlock  your 
car  doors  by  remote 
control. 

An  added  incentive; 
Many  insurers  will  de- 
duct h"/<  to  207'  from 


Security 

TO  THWART  A  THIEF:  THE  LATEST 
IN  CAR  PROTECTION 


by  677  and  657,  respectively. 

If  you're  planning  to  add  a 
system  to  your  car,  stick  with 
established  alarm  companies 
such  as  Excalibur,  Alpine, 
Code-Alarm,  Clifford  Elec- 
tronics, Crimestopper,  Direct- 
ed Electronics,  and  Audiovox. 


For  about  $250  installed,  Di- 
rected Electronics'  Viper  600 
comes  with  a  starter  kill, 
flashing  lights,  shock  sensors 
that  detect  sharp  blows  to  the 
vehicle,  a  siren,  automatic 
arming,  and  two  remote  con- 
trols that  can  trigger  the 


A  CAR-ALARM  GLOSSARY 


ACTIVE  SYSTEM  The  alarm  gets  activated 
when  the  car  owner  pushes  a  button  in 
the  car  or  on  a  remote-control  device. 
The  owner  must  also  push  a  button  to  dis- 
arm the  system  when  returning  to  the  cor 

GLASS  SENSOR  A  tiny  microphone  placed 
inside  the  car  trips  a  siren  if  it  picks  up 
the  sound  of  glass  breaking 

SHOCK  SENSOR  It  triggers  the  siren  after 
detecting  vibrations  caused  by  smash- 
ing windows  or  other  sharp 
blows  to  the  vehicle 


STARTER  KILL  Also  called  starter  inter- 
rupt and  engine  disabler,  it  interrupts 
the  starter,  fuel-injection,  or  ignition 
process  to  prevent  someone  from 
starting  the  car 

PASSIVE  SYSTEM  The  alarm  is  set  auto- 
matically a  few  seconds  after  the 
driver  closes  the  door 

MOTION  SENSOR  Jacking,  swaying,  or 
bouncing  the  car  causes  this  device 
to  sound  the  alarm 


an  annual  car-msur- 
ance  premium  for  vehi- 
cles with  antitheft 
equipment.  A  few 
states,  including  New 
York  and  Texas,  man- 
date deductions  for 
some  devices. 
STARTER  KILL.  If  you're 
shopping  for  a  new 
car,  you  should  look  for  one 
that  comes  with  an  antitheft 
device.  Since  auto  makers 
tend  to  install  devices  the 
same  way  on  each  model,  you 
might  want  to  add  extra  de- 
tection sensors  to  foil  the 
thief  who  has  disabled  a  simi- 
lar factory-installed  system. 

Especially  effective  is  Gen- 
eral Motors'  PASS-KEY  system. 
A  microchip  embedded  on  the 
ignition  key  must  match  a 
code  in  an  on-board  computer 
before  the  car  will  start.  If 
someone  tries  to  use  a  dupli- 
cate key  without  the  chip  or 
hot-wire  the  car,  the  ignition 
and  fuel  systems  shut  down. 
Since  PASS-KEY  became  stan- 
dard on  Chevrolet  Camaros 
and  Pontiac  Firebirds  in  1989, 
the  rate  of  thefts  has  dropped 


Look  for  lifetime  warranties. 
Also  insist  on  two  features: 
passive  arming,  which  will 
automatically  turn  on  the 
alarm  when  you  leave  the  car, 
and  a  starter  kill,  which  will 
prevent  most  thieves  from 
starting  the  engine  even  if 
thev  silence  the  siren. 


Worth  Noting 


■  ONE  FOR  ALL.  Usiug  a  per- 
sonal computer,  college-bound 
high  school  seniors  can  type 
their  personal  data,  interests, 
and  essays  onto  a  diskette 
from  CollegeLink  (800  394- 
0404).  Then,  for  $33,  the  Con- 
cord (Mass.)  company  trans- 
fers the  information  to 
applications  for  as  many  as  12 


alarm  from  a  distance.  For 
about  $30  more,  the  Alpine 
8040  comes  with  many  of  the 
same  features,  but  also  in- 
cludes a  radar  sensor  that 
chirps  a  warning,  then  sounds 
the  siren  if  someone  comes 
within  a  foot  or  two  of  the 
car.  It  also  has  a  power  back- 


schools  and  forwards  the  re- 
quired forms  to  each. 
■  PHONE  PHONIES.  Ask  Strang- 
ers who  call  with  "a  great  in- 
vestment opportunity"  if 
they'd  be  willing  to  explain  it 
to  your  attorney  or  accoun- 
tant. Hang  up  if  the  answer  is 
no  or  "there  isn't  time."  The 
tip  is  in  Investment  Swindles, 
a  free  booklet  from  Consumer 
Information  Center,  Dept. 
576Y,  Pueblo,  Colo.  81009. 


up  in  case  the  battery  c, 
cut.  As  with  most  newt 
tems,  the  siren  shuts  o 
resets  itself  after  60  se 
If  you're  interested 
more  basic  but  upgri 
system,  the  Excalibi 
700— for  $150  insta 
comes  with  automatic  a) 
starter  kill,  a  siren,  an 
remote  panic  buttons 
allow  you  to  set  off  the 
before  you  reach  the  cai 
can  purchase  glass-bre 
and  shock  sensors  for  ar 
tional  $30  to  $40. 

To  combine 
nience  with  prot( 
check  out  Crim 
per's  Hi-Pro  92 
for  about  $70 
stalled.  Its  remot 
trol  will  unlock 
lock  doors,  ope; 
trunk,  and  star 
engine  to  warm 
cool  down  the  ci 
fore  you  climb  ir 

TRACER  TRAP.  As 

ternative  to  an  i 
LoJack,  Code-A 
PacTel  Teletrac 
others  offer  sy; 
that  help  locate 
after  they're  si 
These  systems 
installing  a 
transmitter  in  thi 
Once  the  car  is  n 
ed  stolen,  police 
turn  on  the  trai 
ter  and  trace  th( 
nal.  Although  thf 
covery  rate  is 
these  devices  cost 
to  $3,000,  plus  some  reqi 
monthly  monitoring  f( 
about  $20.  Also,  each  s} 
is  available  in  only  a  hai 
of  markets. 

While  no  antitheft  s 
will  thwart  the  most  i 
mined  crooks,  "anythii 
better  than  nothing," 
Ken  MacKenzie,  auto  th( 
vestigator  for  the  Richa 
(Tex.)  police  department, 
longer  it  takes  to  get  i: 
vehicle,  the  greater 
chance  of  being  detected 
car  thief's  enemy  is  tim( 
No  matter  which  sj 
you  choose,  don't  forgel 
cautions  that  cost  nothin. 
MacKenzie  notes,  half  ( 
stolen  cars  aren't  locked, 
one  in  five  has  a  key  ii 
ignition.  Lois  Tht 
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round  the  world, 
we  help  generate 
big  telephone  numbers. 


In  telecommunications  as  in 
Dusiness,  the  key  to  sizable  num- 
is  sizable  growth. 

So  while  eight  of  America's  ten 
ist  phone  companies  call  on 
ys  computers  to  execute  millions 
ission-critical  transactions  daily, 
om  companies  everj-'where  also 
on  us  to  deliver  innovative  new 
3es  of  revenue. 

Our  breakthrough  Network 
ications  Platform  (NAP)  posi- 
;  telecom  companies  to  generate 
nue  through  expanded  customer 
ices.  NAP  provides  powerful, 
effective  solutions  for  the  rapid 
)duction  of  voice  messaging,  fax 
,  enhanced  911  capability,  and 
r  market-sensitive  offerings. 

Unisys  solutions  can  be  found 
elecom  companies  across  the 
3,  from  Sweden  to  Holland  to  the 
ed  Kingdom  to  Singapore.  And 
ther  you're  in  telecommunica- 

Unisys  Corporation 


tions,  banking,  airlines  or  govern- 
ment, we'll  work  with  you  to  shape 

UNiSYS 

We  make  it  happen. 


your  information  systems  based  on 
an  experienced  understanding  of 
your  industry 

Call  us  at  1-800-448-1424,  ext. 
168.  Ask  how  Unisys  can  help  dial  up 
your  business. 


FOR  AD  RATES 
AND  INFORMATION 
PHONE: 
(312)337-3090 
OR  WRITE: 


mARKETriM 


BUSINESS  WEEK 
MARKET-PLACE 
100  EAST  OHIO  STREE 
SUITE  632 
CHICAGO,  IL  60611 
FAX:  (312)  337-5633 


Telecommunications 


Upgrade  Your  Fax  With  The         Boomerang  is  a  modular  attachment  to  your 

isting  fax  that  provides  many  features  available 


Boomerang  s  Advanced 
Features  Without  The 
High  Cost  Of  A  New 
Machine. 


only  on  the  high  end  fax  models  at  a  fration  of 
their  cosi,  *  [t  is  equipped  with  I  MEG  of 
memory  that  can  store  up  to  60  pages  of 
documents,  and  it  is  compatible  with  any  standard 
Group  3  fax,  *  The  Boomerang  aJlows  you  to 
retrieve  your  fax  from  anywhere  in  the  world.  » 
It  can  also  signal  your  pager  when  a  fax  is 
received,  «  It  stores  the  outgoing  documents  if 
the  receivmg  end  is  busy  and  automatically  retry 
later,  freemg  your  fax  for  other  usage  *  Its 
broadcast  feature  lets  you  send  the  same 
document  to  many  destinations  without  feeding 
ihe  ongmal  through  the  fax  repeatedly.  ®  You 
can  also  schedule  a  later  tmie  to  send  the  fax 
when  It's  more  cost  effective.  *  It  will  store 
incoming  documents  when  the  fax  is  out  of  paper, 
and  pnnt  them  later  when  a  new  roll  is  loaded  * 
If  your  document  doesn't  reach  its  destination 
intact,  the  recipient  can  call  the  Boomerang  to 
send  It  over  again,  saving  you  the  trouble  to 
locate  the  original  and  fax  it  yourself, 
Okui  R  Vouk  BOOMERANG  ToDA'i  AND  GET  Ai  1  THFsr  Grh.at  Features  For  Only 
^$289.00  C  All  TANjl  Design  A1  800.972.2075  Or  301.469.0621  iN  WASHINGTON  DC  AREA  J 


Presentation  Equipment 


$72 


The  most  advanced  pen  sized 
Laser  Pointer  incredible  Low  Price 

INFINITER-   ^\ma7r 

2?7  »         ^  j^:::^:-   \/  "y^" 

Don't  Lose  Their  Attention!  55  oak  court.  Danviiie,  ca  94526 

Bright  red  laser  dot  lets  your  audience  focus  on  lei  510  820  1763  Fax  sio-szo-e/ss 
your  topic  and  lets  you  direct  the  presentation  Ideal  for 
seminars,  classrooms  and  all  presentations 


CALL  800-854-6686 


Franchisitig 


AN  EXCELLENT 
DEDUCTION 


INCOME  TAX  FRANCHISE 
OPPORTUNITY 

Join  the  nationwide 
network  of 
Jacl<son  Hewitt  Tax  Service 
offices  -  515  strong  and 
growing! 

We  offer: 

•  Proven  Operating  System 

•  Complete  Training 

•  Ongoing  Field  Support 

•  Proprietary  Software  System 

•  National  Advertising  and 
Public  Relations 

The  Leader  for  the  90's 


1-800 
277-FAST 

Franclilse 
Development 


Offering  by  Prospectus  Only 


fr 


Exclusive 
Territories  * 

Continental  U.S. 

DUNKIN* 
DONUTS 

1-800-543-5400. 

Rated  "#3  top  franchise  for 
1992"  by  Entrepreneur 
Magazine 

'  Exclusivity  is  limited 
Offer  made  by  prospectus  <^nly 


VENTURE  CAPITAL 


National  Data  Base  Company  will  match 
individuals  and  businesses  with  venture 
capitalists  and  other  commercial  and  private 
lunding  sources  eager  to  finance  your 
projects,  ideas,  start-ups.  expansion,  real 
estate  investments,  buyouts,  etc.  Phnted 
report.  $99,95  S&H  inci.  Checks.  Visa  and 
Mastercard,  NoC  O.D  's 

Call  1-800-97-ANGEL  (972-6435) 
24  Hours. 


Office  Supplies/Equipment 


America's  Lowest  Priced  ]>niOMLSAij; 
Office  Supplies  Direct  to  You 


maxell. 


MD2D 


Columbian' 

Phone 

^  ;  Message 

#10  Knvelopes,  B**- 
24  lb.  While  Wove 


C012S 

*3^Box/50() 


4003 

*l*«Each 


2  RoUs  of  .1750  Clear 
PackagingTape  with 
IXspenser 
BPITC 
$852 


You  simply  won't  find  lower  prices  on  brand  name  office  supplies  than  at 
Wholesale  Supply  Company,  Over  9,60(1  different  items,  same  day  shipping, 
and  all  at  prices  you  have  to  see  to  believe.  So  call  now  for  your  free  catalog. 


1-800-962-9162 


Ad  Code  00X5 


Business  Opportunities 


FREE 

CBSI  486  SX  Compueer 


Twenty  Businesses  Yov 
Can  Run  From  Your  Hon 
With  A  Computer! 

FREE  Cassette  Tapes:  Th  ese  free,  t! 
cassettes  will  explain  how  you  can  start  s 
eral  or  all  of  these  twenty  turnkey  busines 
part-time  and  still  retain  the  security  of  your  present  position.  If  \ 
purchase  our  software  and  business  program,  we  will  give  you  the  cc 
puter  and  printer.  If  you  already  own  a  computer,  you  may  rece 
a  discount.  Some  individuals  are  now  earnmg  $4,000  to  $10,0 
per  month  part-time.  Free  home  office  training.  Financing  availal 
To  receive  free  cassettes  and  color  literature,  call  toll-free: 

1-800-343-8014,  ext.  769 

Computer  Business  Services,  Inc.  (Sheridan,  IN:  317-758-44 


Business  Opportunities 


PERSONALIZED  CHILDREN'S  BOOKS 


Turn  a  small  investment  into  that 
profitable  lull  or  part  time  business  you 
have  alv^ays  dreamed  about! 

An  excellent  home  operaled  business' 
Books  sell  fast  m  slores'  Al  lairs'  Parties! 
tvlalls'  Of  mail  order  anywtiere  there  are 
people  It's  easy  to  make  $4000  lo  $8000 
per  month  making  and  selling  our  excit- 
ing line  ol  personalized  books  (lor  chil- 
dren &  grown-ups)  Personalized  audio 
tapes  and  slalionery  available  also 

CALL  TODAY!  (214)  248-9100 

D&K  ENTERPRISES,  INC. 

3216Commander  Drive,  Suite  101 

Dept  21 

Carrollton,  Texas  75006 


SMALL  TOWN  BUSINESSES 
FOR  SALE 

All  Areas  except  Norttieast 
Established  businesses,  good  terms, 

AFFILIATED  BUSINESS 
CONSULTANTS 
719-548-8888 
Colorado  Springs,  CO 


Business  Services 


INCREASE  YOUR  SA 


Provide  instant  advertisi 
fulfillment  using  FAX  EXPf 
Fax  Boxes! 

Give  readers  instant  access  tc 
product  information  24  hours  a  d; 
their  convenience!  No  more  trac^ 
processing  delays. 

Call  (800)  8-FAX-FAX  an 
input  Box  13500  for 
instant  demonstration. 


RESEARCH  REPOR 

19.278  academic  topics  avai 
Send  $2  00  tor  the  272-page  Cci 
Custom-vi/ntten  reports  also  ava' 
Rf  SEARCH  «8»ST/IN(X 

11322  Idaho  Ave..  #206BF. 
Los  Anaeles.  CA  90025 
Toll  Free  Hotline:  800-351  02 
(California:  310-477-8226) 


Business  Services 


5-HOUR  VIDEO    "ENSURE  YOUR  BUSINESS  SURVIV 
No-nonsense  Information  from  a  business  survival  specialisti 

T    The  Corporation  -  Prepanng  For  Failure  -  Investing  Safely  -  Officer  Respon 

0  Personal  Guarantees  -  Getting  Help  (Accountants.  Laviryers-Consultants)  • 

1  Warning  Signals  -  Knowing  The  Score  -  Unsecured  Creditors  -  Collection  Ag< 
c  Collection  Attorneys  -  Debt  Compromise  -  Taxing  Authorities  -  Secured  Crei 
s  Banknjptcy  -  Starting  Over  ■  (Mergers 
THINKING  ABOUT  BANKRUPTCY?  DON'T  DO  IT  BEFORE  VIEWING  THIS  VI 

TO  ORDER  CALL  1-800-468-6631  COST  $349  MC/VISA/AMEXP 


INCORPORATE  IN  ANY 
STATE  BY  PHONE 


CrtQ  PliJ5  5uite 
T  Filmo  Fees 

Form  a  corporation  In  just 
1 0  minutes  on  tlie  tflephonp. 
For  free  informadon  rail 

CORPORATE  AGENTS,  INC. 
(800)  877-4224 


Sales  Promotion/IVIarlceting 


Sales  Leads  &  Mailing  Lists 


•  10  Million  U  S  Businesses  - 

•  78  Million  Consumers/Residents 
»or  Any  List  You  Need' 

FREE  Catalog  -  Call  (402|  331-7169  or  write 
American  Business  Lists 

PO  Box  27347  •  Dept  01-062 
Omatia,  NE  68127  •  FAX  (402)  331-1505 


REAL  ESTATE  ACQUISI 


National  Company  expanding  agai ' 
interview  person  to  buy  properties  i 
local  area  using  our  methods  with  tin : 
assistance.  No  license  or  experiei 
required.  F/T  P/T.  You  supply) 
contacts,  we  supply  the  backup  si) 
$10-20.000  start-up  capital  require< 
1-800-229-2669 


Cable  TV 


FREE  CATALOG!  1-800-34 
JERROLD  HAMLIN  OAK 

CABLE  TV  DESCRAIVIBL 


•  Special  pncesi  •  Compare  Oui  Lovti 
Prices'  •  Orders  Frpm  Stocl<  Shipped  Imma 
•  Guaranteed  Warranties  S  Price: 
•  All  Maior  Credit  Cards 
PACIFIC  CABLE  CO  .  INC. 
73257a  Reseda.  Oept  859   Reseda.  CH. 
For  catalog,  orders  &  inio-  1-800-34:6 


AND  INFORMATION 
PHONE: 
(312)  337-3090 
OR  WRITE: 


mARKETrm 


MARKET-PLACE 
100  EAST  OHIO  STREET 
SUITE  632 
CHICAGO,  IL  60611 
FAX:  (312)  337-5633 


Rare  Coins 


nuin  order  of  20  coins.  Add 
ir  postage.  Each  coin  is  in 
ant  Uncirculated  Condition. 
'ay  Money  Back  Guarantee. 


800-835-0008 


&  Master  Card  Welcome! 
nERNNUMBMATlCSING 

anklin  Ave.,  Garden  City  N.Y.  II 530 

N.Y.  residenis  add  sales  tax. 


Collectibles 


WALL 


■epiica  (one  side)  o(  NYC  sign' 

"  while-on-gieen,  heavy-gauge  aluminumi 

'  siteels,  custom  names  available!  Inquire 

r$34:95  +  $5.00  S&H 

J  residents  add  6%  sales  tax 
ise  allow  6-8  w/eeks  for  delivery 

Sorry,  we  cannol  ship  to  P  0  boxes) 

Christopher  &  Co. 

lox  4141.  S  Hackensack.  NJ  07606 


Office  Automation 


r  THE  INTEGRATED 
•BASED  BAR  CODE 
tMKING  SYSTEM 
THESE  NUMBERS: 

INDER$10^0. 
•800-733-5769. 

JWY  i\ 

'^TrackStar 

Kroy.lnc.  Box  12279 
Scottsdale,AZ  85267-9987 
or  FAX  602-951-7033 


Cable  TV 


LETVDESCRAMBLERS 

VERTERS,  ACCESSORIES 

Brands.  Lowest  Prices.  Best  Service. 
FREE  16-page  color  catalog  call 

"anT(800)  234-1006 


Health/Fitness 


Executive  BackChair 


Engineered  for 
customized  orthopedic 
support  to  prevent  and 
relieve  back  pain. 

•  Forward  tilt 
feature 

•  Adjustable 
neck  rest 

•  Built  in 
adjustable 
lunabar  support 

As  mentioned  in 
the  Wall  Street  Journal 


■RQrL-<?Qi7«»i-"  f^'^EE  Color  Catalog 
PaCKjaver  l.800-251-2225  or  write 

53  .Jcllreu  Ave..  Dept.  BWE.  Hollislon.  MA  01746 


Menswear/Fashion 


The  best  underwear  anywhere. 


Boxers,  bnels  and  unden-hirl 
. ,  i .  -  Finest  quality,  1 00%  cotton 
^  *  t     V*  including  Sea  Island 

■  '  ^     ^  ^  Cotton.  Not  sold  in  sto 
,  For  exclusive  catalog: 

It 


Dep,12  3060P„ch,„eRd,  GREHNJPOND 
Atlania.CA3O305.  I -800-827-PON'D  ^-UIvlrAlM 


MEN*S  WIDE  SHOES 


EEE-EEEEEE,  SIZES  5-13 

Extra  width  for  men  who  need  it. 
Excellent  variety,  styling 
and  quality.  Send  f 
FREE  CATALOG 


The  Widest  Selection  of  the  Widest  Shoes  Anywherel 


HITCHCOCK  SHOES.  INC 

Dept.  55  M  Hingham,  MA  0204.? 


Stereo  Equipment 


The  best  stereo  equip- 
ment in  the  world  is 
handcrafted  m  the  USA 
CQUNTERPGINT 

1  (8003275-2746 
 Corporate  Gifts  


MAGIC 
RAZOR 


Whether  you  travel,  want 
to  protect  small  children, 
or  just  like  its  neatness, 
MAGIC  RAZOR  is  lor 
you  .  Just  twist  bottom  the 
twin  blades  rise  or  fold 
back  into  its  duraoie  housing.  Uniquely  de- 
signed handle  allows  the  blades  to  follow 
your  contours.  Accepts  most  side  inserted 
fixed  type  twin  blade  cartridges.  Only  3/4" 
dia.,  3  1/8"  long  when  closed.  If  not  100% 
satisfied,  return  within  15  days  for  full  re- 
fund. ONLY  $7.50  SAVE  ■  2/$14.75; 
3/$21.95;  4/$28.95  Please  add  $1.50  per 
order  for  S/H.  Mail  check  or  money  order 
to:  KY  INTERNATIONAL  •  Dept.  B92 
100  Firelhom  Dr.-  Rohnert  Park,  CA  94928 


Wine  Cellars 


WINE  CELLARS  by  Uf/ 


28  HANDMADE  WOOD  MODELS  ♦  1 1 4  TO  3400  BOTTLES  ♦  MAbE  in  u  s  a 

il  FACTORY  DIRECT  TO  YOU  ""^iscos^ir"' 


DESCRIPTION     APPRX  CAPACITY 


400 
600 
280 
114 

230 
Sto  10  Furs 
300  bottles  4/5  Furs 


SUGG 
RETAIL 

S2495 
2995 
2695 
1395 
1795 
2995 
3995 


Designers'  non  w/ood  model  60  bottle  glass  door  899 


YOUR 
COST 
$1695 
1995 
1795 
995 
1195 
1995 
2995 
659 


VinOtemp  Int'l  ♦  1 34  W  1 3 1  st  St  (PO  box  6 1 6 1  E)  ♦  Los  Angeles,  CA  9006 1 
CALL  800/777-VINO  (777-8466]  or  213/719-9500  fax  2i3/7i9-95i8 

IMIVtEDIATE  SHIPIVIENT  ON  IV10ST  IVIODELS,  WE  WILL  NOT  BE  UNDERSOLD  ♦  CAU  US  FIRST 


Corporate  Gifts 


Free  Shirt/Free  Logo 


Before  we  custom  embroider  your  logo  on  our  great  quality,  lOO'X.  cotton, 
American  Made  polo  shirt,  we'll  give  you  one  to  wear-test,  and  make  up 
your  logo,  tree.  Try  our  shirt,  see  your  logo.  Find  out  tor  yourself  why  our 
shirt  with  your  logo  is  better  than  Lacoste  or  Ralph  Lauren.  Minimum 
order  just  12  shirts.  Free  shippin^j  tor  international  orders.  More  Info?  Call 

1-800-847-4478       (Fax  1-718-782-4614) 
The  Queensboro  Shirt  Company 
Dept  BW29,  80  N  5th  St.  Greenpoint,  NY  11211 


Corporate 

fl^         (150  pc.  minimum) 
^rGain  recognition  from 
neckties  customized 
with  company  logo. 

Free  literature  upon  request. 

Barnard-Maine  LTD. 

P.O.  Box  275 
Castine,  ME  04421 
Outside  ME  TEL:  207-326-91 79 

800-962  1526  FAX:  207.326-9080 


Ambassador  Lapel  Flags'S' 
Your  Logo  with  any  2-flag  mix 
•  24K  Gold  finistied    •  Full  colors 

•  100%  U  S  A  -made 
We'll  custom-make  any  emblem  for  you! 
Delivery:  14  business  days  Worldwide 
TME  Co.,  Inc.       101  Bel  Air  Drive 
New  Milford.     CT    06776.     U  S  A 
(800) 535-5255  •  Fax (203)  354-2786 


IMAGE 
BUILDERS 


PROMOTE  YOUR  BUSINESS... 
EVERYDA  Y  LOW  PRICES  ON. . 


VOUR 
lOGO 

Here 


CHOOSE  FROM 
HUNDREDS  OF  ITEMS. 
CALL  FOR  FREE  CATALOG 


1-800-792-2277 

FAX  1-510-786-1111 

THE  CORPORATE  CHOICE 


FOR  AD  RATES 
AND  INFORMATION 
PHONE: 
(312)337-3090 
OR  WRITE: 

m  Moulin t^^nWttK 

mARKiTrLRa 

BUSINESS  WEEK 
MARKET-PLACE 
100  EAST  OHIO  STRE 
SUITE  632 
CHICAGO,  IL6061 
FAX  (312)  337-563: 

Sales  Promotion/Premiums 

Education/Instruction 

Classified  Advertisi 



These  Shirts  Say  A  Lot 
About  You. 


100%  Cotton  Polo  Shirts. 

Have  your  name  or  initials 
personalize  the  smartest 
looking  polo  shirts  under  the 
sun.  Available  in  white,  red, 
cranberry,  green,  black,  navy 
blue,  royal  blue  and  yellow. 
Minimum  order  (2)  for  $49.95. 
Custom-crafted,  superb  quality. 
To  place  your  order,  for  a  copy 
of  our  brochure  or  for  quotes 
on  emblems  and  logos,  please 
call  toll-free, 

1-800-955-3606. 

The  Conroy  Collection  


CONROY'S 

^^00%  COTTON 


Sales  Promotion/Premiums 


Automotive/Accessories 


FUEL  ENERGIZER 

15%  -25%  MOREMPGs 
Plus  Cleaner  Engine 
GUARANTEED 

Order  Today 

Gas  Cars,  Trucks  &  Boats 

$89.95  -t-  $4.50  S&H 

(Texas  buyers  add  7  25%  sales  tax) 

TECHNICAL  ADVANTAGE  GROUP 
P.O.  Box  190B 
Grapevine,  TX  76099 
817-481-8316  •  Fax  817-481-1575 

EPA  approved  (or  California 
Allow  3-4  weeks  delivery. 


COLLEGE  DEGREE 

BACHELORS  •  MASTERS  •  DOCTORATE 

For  Work.  Lile  and  Academic 
Experience  •  No  Classroom 
Attendance  Required 


Call  (800)  423-3244 

or  send  detailed  resume 
lor  Free  Evaluation 

Pacific  Western  University 

500  N  Sepulueda  Bl«d  Depi  170 
Los  Angeles  CA  90049  USA 


MBA  Degrees 

through  home  study  in  Marketing. 
Management,  Human  Resources, 
Health  Care  Administration.  Save 
time,  effort  and  money  for  AA,  BBA 
&  MBA.  Get  the  facts  and  see  for 
yourself.  Call  (800)  477-2254, 
Southern  California  University,  202 
Fashion  Lane-BW,  Tustin  CA  92680 


EXTERNAL  DEGREES 

BA/BS  MS/MBA  PhD/JD 
I  Credit  lor  work  /life  exp  •  Accredited 
I  (800)  759-0005  ext.  633  (24hrs.) 

LaSalle  University 

I  Dept.  63  r^andeville,  LA  70470-4000 


Building  Systems 


 30'x60' 

xlO' 

-  $4,876 

BUILD  IT  YOURSELF  AND  SAVE  MONEY 
5000  SIZES,  ALL  STEEL.  CALL  TODAY  FOR 
BROCHURE  AND  PRICE  QUOTE. 

HERITAGE  BUILDING  SYSTEMS 
800-643-5555 


IT  PAYS  TO  ADVER 
IN  THE  BUSINESS  V 
MARKET-PLACI 


The  Business  Week  N 
Place  Section  is  a  spec 
vertising  feature  appea 
the  first  issue  of  each  r 
The  Market-Place  provi 
ideal  'showcase'  for  ad 
ers  who  have  products 
vices  that  appeal  to  Bu 
Week's  more  than  6.8 
responsive  readers. 


For  rates  and  informa 
write: 

BUSINESS  WEEI 
fvlARKET-PLACE 
100  East  Ohio  St.,  Sui 
Chicago,  IL  6061 
or  call  (312)  337-3C 
or  FAX  (312)  337-5( 


PRLSERVATION 

PLAN  ON  IT 

Planning  on  restoring  a  house, 
saving  a  landmark,  reviving  your 
neighborhoods 

Gain  a  v^'ealth  of  experience  and 
help  preserve  our  historic  and 
architectural  heritage.  Join  the 
National  Trust  for  Historic 
Preservation. 

Make  preservation  a  blueprint  for 
the  future. 

Write: 

National  Trust  for  Historic  Preservation 
Department  PA 
1785  Massachusetts  Ave.,  N.W. 
Washington,  D.C.  20036 


ex  to  Companies 

Bx  gives  the  starting  page  for  a  story  or  feo- 
1  a  significant  reference  to  a  company.  Most 
ries  are  indexed  under  their  own  names, 
ties  listed  only  in  tables  ore  not  included. 


Drexel  Burnham 

Lambert  14 
Dun  &  Bradstreet  20 


Eastman  Kodak  38,  56,  72, 
88 

EEsof  90 

Electronic  Arts  34,  56 
Emro  Marketing  29 
Encyclopaedia 
Britannico  61 
Excolibur  98 


Federated  Department 

Stores  70 
Ferrari  44 
Fey  Concerts  36 
Fiat  44 
Fidelity  Special 

Situations  96 
Ford  44,88,88 
Fox  76 

Fuji  Photo  Film  72 
Fujirsu  45 

Funk  &  Wagnalls  61 

G 


Gerard  Klauer  Mattison  34 
Gibson  Greetings  86 
Global  Morine  96 
GM  26,38,88,98 
Go  56 

Graham  Resources  82 
Grand  Metropolitan  26 
Grinnell  48 
Grolter  Electronic 

Publishing  61 
Guarantee  Security  Life 

Insurance  32 


Hewlett-Pockard  56 
Hitochi  45 
Home  Depot  29 
Honda  88 
Hughes  Aircraft  88 


IBM  56,88 

Intel  56 

Interactive  Home 

Systems  56 
ITT  86 

ITT  Sheraton  86 


Jaguar  44 
Jenny  Craig  38 
Jensen  Cor  44 
Jordan  Marsh  70 

K 


Kia  Motors  46 


Kidder  Peobody 

Internotional  76 
Kmart  72 
Konomi  34 
KOR  88 


Lawrence  (C  J.)  86 
Lazarus  70 

Lefrak  Organization  68 
Lime  Rock  International  38 
Lindner  Dividend  Fund  94 
Link  Resources  56 
LoJack  98 
Loral  88 

Lorimar  Telepictures  76 
LSI  Logic  26 
Lufthansa  80 

M 


Maas  Brothers  70 
Manpower  20 
Matsushita  Electric 

Industrial  64 
May  Department  Stores  70 
Mazda  88 
MCA  64 

McGrow  Hill  24,61 

McLaren  International  44 

Merrill  Lynch  94 

Merv  Griffin  Enterprises  76 

Mexicono  Airlines  34 

MGM  76 

Microcor  88 

Microsoft  56,  61 

MiniScribe  32 

Monsanto  48 

Motorola  88 

N 


Nokagoma  &  Wallace  20 
Nintendo  34,  56 
Nissan  45 

Nomura  Securities  45 
Nordstrom  70 
Northern  Telecom  64 
Nutri/System  38 

o 


Oceoneering 

International  96 
Odyssey  Partners  86 
Oki  Electric  Industry  45 
Oppenheimer  86,  94 
Osment  Models  48 


Pace  Concerts  36 
Pacific  Telesis  56 
PacTel  Teletroc  98 
Porker  Drilling  96 
Phar-Mor  32,  86 
Philips  56 

Philips  Electronics  10 
Physicians  Weight  Loss 

Center  38 
Pillsbury  26 
Price  Club  78 
Protective  Sports 

Equipment  93 
Prudential  Insurance  82 
Prudential  Securities  82 


Radio  City  Music  Hall 
Productions  36 


Random  House  61 
Ravenswood  Aluminum  10 
Raytheon  88 
RCA  76 

Republic  National  Bonk  of 

New  York  68 
Revell-Monogram  86 
Rockwell  International  88 
Rodman  Advisory 

Services  86 
Rolls  Royce  Motor  Cars  44 
Rowan  96 
Ryder  Systems  29 


Safeway  78 
Samsung  Electronics  46 
Sanctuary  Woods  56 
Sega  Enterprises  34,  56 
Sharp  Electronics  56 
Sierra  On-Line  34 
Silicon  Graphics  48 
Smith  International  96 
SMSG  56 

Sony  34,56,61,64,76 

Spectra  Enterprise 

Associates  88,  90 
Standord  &  Poor's  34 
Submarine  King  29 

T 


Tondy  56 

Tele-Communications  56 
Ticket  Master  36 
Time  Warner  56,  76 
Tokyo  Securities  45 
Toshibo  56 
Toyota  38,45 
Toys  'R'  Us  29 
Tronsco  Energy  96 
Tri-Star  Pictures  76 
TRW  88 
TWA  38 

Twin  Power  Cycles  29 
Tyco  Loborotories  48 

u 


United  Airlines  34 
USAir  80 


Vickers  44 

VMS  Realty  Porlners  82 
Volkswagen  88 
Voipe  Welty  56 
Vontobel  86 
Vontobel  USA  86 
Voyager  61 

w 


Warburg  (S,G.)  76 
Warner  Brothers  76 
Weight  Watchers  38 
Westinghouse  Electric  88 
WorldView  Imaging  88 
Worthington  Growth  96 

Y 


Yamaha  Motor  44 
Yomaichi  Securities  45 
Ypsilon  Technology  44 

Z 


Zimmer  48 


Money  Making 
Discovery  For 
Sales  Executives! 

Imagine  finding  a  hidden  universe  with 
thousands  of  emerging  private  firms  where 
last  year  one  in  seven  expanded  employ- 
ment by  over  25%,  and  the  5,000  fastest 
growing  grew  by  an  average  of  23%  ... 
creating  502,000  new  jobs  and  the  need  for 
almost  every  kind  of  business  product  or 
service  -  everything  from  office  equipment 
to  disability  insurance  to  real  estate. 

A  little  known  sales  tool  that  tracks 
these  companies  is  making  money  for  sales 
executives  who  use  it.  Called  the 
CORPTECH  DIRECTORY,  it's  the  only 
resource  available  that  uncovers  America's 
emerging  sector  of  technology  manufac- 
turers. Think  of  it!  While  most  of  the 
economy  is  hurting,  these  companies  are 
growing.  CorpTech  gives  you  their  names, 
geographic  location,  growth  rates  for  each 
company,  plus  names,  titles,  and  respon- 
sibilities of  their  1 1 1,000  key  executives. 

"Great  investment  ...  made  money  by 
quickly  and  easily  identifying  customers  for 
specific  products,"  Mike  Mueller,  Manager, 
Mitsubishi. 

Free  fact  kit  shows  20  money-making 
ways  this  sales  tool  can  revitalize  your  sell- 
ing efforts.  Call  1-800-333-8036  or  mail 
name  and  address  to  CorpTech,  Dept  BSW, 
12  Alfred  Street,  Wobum,  MA  01801. 


When 
you  give  blood 
you  give 
anomer 

birthday 
another  laugh, 
another  hug, 
another 
chance. 


+ 

American  Bed  Cross 

Please  give  blood. 
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'I  hear  you  made  a  breakthrough  in  the  lab! 


That's  right.  No  one's  published  on  it  yet'.' 


'Terrific]  You'll  be  the  first!' 


'Looks  that  way.  I  ei>en  checked  patents'.' 


5054  TMZ 


'This  is  going  to  be  really  big!'  "/  think  so'.' 


'So  where  are  you  getting  so  muc 


The 


answer  is  in 


Dialoi 


InfoTTnation— complete,  precise,  up- 
to-the  minute.  It's  your  most  powerful 
research  tool.  Find  exactly  what  you 
need  to  know  fast  in  Dialog,*  the  world's 
largest  electronic  library.  We  offer  over 
400  diverse,  detailed  databases  readily 
accessible  online  via  computer  and 
modem,  many  even  on  compact  disc. 


You  probably  won't  have  to  look 
anywhere  else. 

See  your  Information  Specialist 
about  Dialog,  or  call  for  a  free  kit  on 
Dialog  information  for  your  field. 


I-8OO-3.DIALOG 


Outsuif  US.  -i/.^  8.S«  .i7«s  tax  -J/S  S.'^.V  70t.9 


Dialog  Tools  for  Research  &d  Techno 
Research  and  industry  news,  plus p 
trademark,  regulatory  and  compel 
data.  Conference  proceedings  and ^ 
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Editorials 

HOW  TO  SALVAUI 

THE  SINKING  DOLLAR 

other  automatic-spending  progi'ams  are  outgi'owing  t; 
get  and  the  economy  (page  74).  Within  a  decade,  thes 
fer  progi-ams  will  eat  up  14.2%  of  America's  economic  i 

A  few  officials,  including  President  Bush,  have  C( 
that  there's  no  way  to  control  the  budget  deficit  'i 
tackling  entitlements.  But  the  measures  they  are  proi 
such  as  the  White  House's  "mandatory  spending  cap- 
the  real  issues.  The  President  wants  Congress  to  i 
$293.7  billion '  in  cuts  in  entitlements  over  the  nt 
years— but  he  won't  say  where  those  cuts  can  be  ma^ 
after  the  election.  Given  that  Bush's  cap  covers 
growing  health  care  programs  but  leaves  both  So. 
curity  and  new  taxes  untouched,  the  cap  ensures  hu 
in  progi'ams  for  farmers,  veterans,  the  poor,  and  the  d 

Entitlements  are  the  right  target  for  budget-cuttei 
eficiaries— especially  middle-  and  upper-income  rei 
largely  escaped  the  deficit-cutting  ax  during  the  19^* 
real  and  equitalile  savings  will  come  only  from  speci 
efit  cuts  and  tax  hikes  on  huge  and  popular  programs 
Security  and  medicare,  to  name  the  biggest.  Until  th 
that  bitter  truth,  today's  entitlements  cappers  are  ju: 
ing  their  responsibilities. 

^  it'  the  anemic  U.  S.  economy  didn't  have  enough 
^V^k  i)rol)lems,  add  a  sinking  dollar  to  the  list.  The  green- 
^^^^back  has  dropped  some  20%  against  the  German 
mark  in  the  last  year,  hitting  a  record  low.  Against  the 
yen,  the  dollar  is  down  some  8.5%  (page  26).  This  is  good 
news  for  U.  S.  exporters,  mainly  commodities  producers, 
who  use  price  as  their  major  competitive  tool.  But  a  weaker 
dollar  feeds  inflation  domestically  and  forecloses  the  Federal 
Reserve  from  pushing  interest  rates  lower— about  the  only 
way  to  get  the  sagging  economy  going. 

What  is  needed  is  a  concerted  effort  by  policymakers  on 
both  sides  of  the  Atlantic.  The  fiercely  independent  Ger- 
man central  bank,  the  Bundesbank,  has  pegged  interest 
rates  at  a  high  level— just  under  10%— in  order  to  damp 
down  the  inflationary  pressures  let  loose  by  the  huge  costs  of 
the  unification  of  the  two  Germanies.  That  means  internation- 
al investors  simply  can  t  justify  the  six-percentage-point 
penalty  they  pay  for  choosing  dollar-denominated  invest- 
ments such  as  Ti'easury  securities.  And  since  the  European 
Monetary  System  requires  France,  Italy,  and  others  to  keep 
their  currencies  in  line  with  Germany's,  the  whole  Continent 
is  a  strong  lure  for  investors  right  now.  The  Fed  would 
condemn  the  dollar  to  outcast  status  by  cutting  rates  now. 

It's  no  accident  that  the  flight  from  the  dollar  reached 
stampede  proportions  after  President  Bush  unveiled  his  eco- 
nomic pro,gi'am  at  the  Republican  convention.  The  internation- 
al money  markets  are  reacting— sensibly— to  the  fact  that 
neither  Bush  nor  Clinton  seems  willing  to  enunciate  a  credible 
economic  progi'am.  The  markets  don't  want  election-year  fluff. 

A  way  must  be  found  to  break  this  policy  gridlock,  with 
both  sides  giving  a  little.  Surely,  everyone  will  benefit  if  the 
two  U.  S.  Presidential  candidates  spell  out  believal)le,  specif- 
ic details  on  how  they  are  going  to  pay  for  their  proposals, 
together  with  ways  to  cut  existing  programs.  Then,  the 
Germans  could  be  shown  an  alternative  way  to  check  those 
inflationary  pressures— i)erhaps  through  international  credits 
from  the  International  Monetary  Fund  or  other  lending  or- 
ganizations, so  that  they  ai'e  not  putting  all  of  the  cost  of  uni- 
fication on  their  own  books.  Given  that  kind  of  elbow  room, 
the  Bundesbank  would  have  the  reassurance  it  needs  before 
it  moves  to  lower  those  di.sruptively  high  interest  rates. 

ElilAIIV    IAD  TDAIIIIM^ 

FINALLY,  JOB  TRAININO 

HITS  THE  HUSTINGS 

|H|he  emergence  of  a  glol:)al  economy  in  the  191 
made  it  increasingly  clear  that  much  of  the  U.  f 
H  force  is  ill-equipped  to  compete  with  its  riv 
Aug.  24,  spurred  on  by  Democratic  nominee  Bill  Ci 
proposals  for  worker  training.  President  Bush  fin 
cused  on  the  subject  (page  30). 

The  specifics  of  Bush's  initiative  are  sound  as  far 
go.  Essentially,  the  President  wants  to  juice  up  the  ( 
programs  that  are  aimed  at  dislocated  and  disadv; 
workers  and  youth.  But  Clinton's  suggestions  are  nn 
bitious.  Instead  of  simply  helping  disadvantaged  pt 
find  jobs,  as  current  programs  tend  to  do,  the  Den 
candidate's  proposal  would  help  them  develop  thei 
as  well.  Similarly,  Bush's  youth-apprenticeship  initiat 
good  start.  But  Clinton  wants  a  national  program  sii 
the  vaunted  German  one,  aimed  at  the  56%  of  studei^ 
don't  go  to  college. 

The  primary  drawback  of  Bush's  apprcjach  is  tha 
dresses  the  problem  at  the  margins.  By  concentrating; 
disadvantaged,  he  ignores  current  workers.  Yet  exp( 
that  more  than  half  of  today's  work  force  needs  up 
skills.  Some  business  leaders  will  chafe  at  Clinton's  s 
which  would  re(]uire  larger  companies  to  spend  1.5% 
roll  on  training.  But  there  are  other  possible  approach* 
as  training  vouchers,  industry-specific  skill  standa 
that  GOP  standby,  the  tax  credit.  Indeed,  Bush's  owi 
Dept.  has  been  developing  such  ideas  for  years. 

Clinton's  ideas  have  problems,  too.  He  hasn't  si' 
how  he  would  pay  for  everything.  Simply  forcing  coi 
to  spend  on  training  could  turn  out  to  be  a  waste  of  i 
Still,  it's  heartening  to  see  the  issue  of  making  ou 
force  competitive  now  squarely  on  the  agenda. 

TARliET  THE  SACKED  COW 

OF  ENTITLEMENTS 

■■■he  budget  battles  of  the  past  decade  have  taught 
Washington's  politicians  one  thing:  Cutting  entitlement 
H  spending  can  he  hazardous  to  your  political  health. 
The  upshot  has  been  that  entitlements— benefits  to  which  you 
ai'e  entitled  l)ecause  you  belong  to  a  particular  group— now 
consume  almost  half  of  all  federal  spending.  Social  Security, 
medicare,  medicaid,  farm  supports,  veterans'  benefits,  and 
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^If  it  wasn^t  for  my  love  of  flying,  I  wouldn^t 
be  where  I  am  today/^ 


Allen  Paulson 


While  working  as  a  teenage  ranch 
hand,  Allen  Paulson  got  his  first  exposure 
to  flying.  "In  order  to  make  extra  money, 
I'd  wash  planes  for  visiting  barnstormers," 
recalls  the  Gulfstream  Aerospace 
chairman.  "One  day  I  managed  to  talk 
one  of  the  pilots  into  taking  me  for  a  ride. 
At  about  2,000  feet,  with  the  valley 
spread  out  below  me,  I  felt  that  up  there 
in  that  plane  I  could  do  anything." 

Today,  Paulson  heads  the  world's 
largest  corporate  jet  manufacturer.  He's 
also  been  a  ground  mechanic,  a  flight 
engineer,  and  a  test  pilot.  "\bu  get 
a  much  better  perspective  on  things 
when  you've  learned  them  from 
the  ground  up." 

As  captain  of  a  company  team  of 
pilots,  Paulson  has  set  over  30  around- 
the- world  international  speed 
records  in  the  Gulfstream  IV. 
Currently  he  is  working  on 


developing  the  world's  first  supersonic 
business  jet.  "This  jet  is  going  to  be 
a  real  breakthrough,"  he  says.  "It's  going 
to  push  corporate  aviation  into  the 
twenty-first  century." 

Paulson's  devotion  to  precise 
engineering  and  superb  craftsmanship 
is  also  reflected  in  his  choice  of  watch. 
The  Rolex  Oyster  Perpetual.  "Rolex 
makes  watches  the  way  I  make  air- 
planes—with an  incredible  attention 
to  detail.  That's  why  my 
Rolex  is  such  a  perfect 
watch  for  me."  ROLE^C 


t 


Kr./,  \  (  )v  (.  r  /',  r,.,  lu.il  Datejust  in  18kt  gold  with  n,,i!>  lii,,s]  Inl'ii. ,  Inacelet. 
Wntf  for  brochure  Rolex  Watch  US  A  .  Inc  .  Ikpt  (>7i).    /v../.a  liuddmg.  665  Fifth  Avenue.  New  i.-ifc,  .\  )  1(1(122  5383. 

Rolex.  'V/.  Oyster  Perpetucl  I)ate)ust  and  jubilee  are  trademarks. 
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NEW  TAURUS 


You  ve  been  waiting  for  it.  The  evolu- 
tion of  the  revolutionary  Ford  Taurus 
Be  prepared  to  cast  aside  the  limits  of 
traditional  sedan  expectations. 

THEREINTRODUCTION. 

And  here  it  is.  The  1992  Ford  Taurus 
An  innovative  wonder  that  gives  refine- 
ment and  subtlety  their  due.  The  new 
laurus  has  a  completely  redesigned  exte- 
rior that  gives  you  a  distinct  new  edge 
of  sophistication.  The  interior  is  quieter 
more  comfortable.  And  the  instrument  ' 
panel  flows  smoothly  from  door  to  door 
with  controls  put  in  places  that  will 
pleasantly  surprise  you. 

THE  SAFETY  STORY. 

But  this  Taurus  is  not  just  a  testament 
to  smoothing  rough  edges.  Its  taking 
the  best  of  new  ideas  and  putting  them 
to  use.  Anti-lock  brakes  are  available 
And  Taurus  offers  dual  air  ha^s  (stan- 
dard driver  and  optional  right-front 
passenger  air  bag  supplemental  restraint 
system  to  be  used  with  your  safety  belts) 
-a  Ford  Motor  Company  exclusive  in 
this  class. 


THE  SATISFYING  CONCLUSION 

The  1992  Ford  Taurus.  An  excellent 
reminder  that  the  best  sequels  are  the 
ones  that  know  why  the  original  was  a 
success. 
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EDUCATION 

The  decline  in  American  schools  has 
the  nation  scrambling  for  solutions. 
And  as  corporate  concern  about 
poorly  trained  employees  mounts, 
the  private  sector  is  starting  to  play 
a  major  role.  The  efforts  range  from 
donating  equipment  to  designing  the 
schools  of  the  future.  Despite 
differences  in  approach,  all  agree 
that  bold  changes  are  needed — now 
79  >1  IS  FOR  ABROAD 

Other  countries  have  higher 
expectations,  tougher  tests,  and 
greater  respect  for  teachers 
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Americans  grade  the  school  system 
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24  NAFTA'S  CHEERING  SEaiON 

Despite  much  noisy  criticism  of  free 
trade,  some  companies  are  busy 
gearing  up  to  make  the  most  of  it 


26  JAPAN  DULLS  THE  PAIN 

But  corporate  malaise  all  but  kills 
hope  for  a  strong  recovery 

27  CALIFORNIA'S  BUDGET  BUMMER 

State  cutbacks  will  only  make  a 
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28  FIRING  ACROSS  GM'S  BOW 
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As  the  single  market  approache 
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21   BUSINESS  OUTLOOK 
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NEW  GLORY: 

WHATEVER  HAPPENS  WITH  THE 
MAASTRICHT  TREATY,  EUROPEAN 
INDUSTRY  IS  MOVING  FULL  SPEED 
TOWARD  A  UNIFIED  MARKET 


108   ROLLING  IN  DOUGH: 

MIKE  AND  MARIAN  ILITCH,  WHO  OWN 
100%  OF  A  $2  BILLION  NATIONAL 
PIZZA  CHAIN,  BOUGHT  THE  DETROIT 
TIGERS  FOR  $85  MILLION  IN  CASH 


24   ON  YOUR  MARK,  GET  SET,  SELL: 

EVEN  BEFORE  THE  FREE-TRADE  POLICY 
TAKES  EFFECT,  COMPANIES  SUCH  AS 
TEXAS  GAME  MAKER  DYNAMO  CORP. 
ARE  SET  TO  SAVOR  ITS  BENEFITS 


NEW  KIDS  ON  THE  HILL 

The  next  batch  of  congressional 
rookies  says  it's  ready,  wilhng,  and 
able  to  shake  up  the  system 

A  BOLL  WEEVIL  SET  TO  BUST  OUT 

Charles  Stenholm:  Key  player 
among  congressional  Democrats 
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THE  SWEET  SMELL  OF  SURVIVAL 

Rumors  of  Estee  Lauder  cosmetics 
chief  Robin  Burns's  demise  have 
been  greatly  exaggerated 

Science  &  Technology 

DEVELOPMENTS  TO  WATCH 

Wind-tunnel  paint,  hypertension,  tick 
parasites,  small  business'  technology 
gap,  microwave  cameras 

CYRIX'  SLINGSHOT 

The  tiny  microchip  designer  came  up 
with  a  cheap  version  of  Intel's  486 
in  record  time 

lERRY  ROGERS  TOUGHS  IT  OUT 

For  Cyrix'  co-founder,  high  hurdles 
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PRODUCTION 

change  from  last  week:  0  5% 
Change  from  lost  year:  2.3% 

185  


1 967=  1 00  [four-week  moving  overage) 


Aug.  22 
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LEADING 

Change  from  last  week:  -0,1% 
Change  from  last  year  2  4% 
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The  production  index  rose  during  the  week  encied  Aug  22  On  a  seasonally 
adjusted  basis,  output  of  autos  and  trucks  increased  strongly,  and  coal  production 
and  rail-freight  traffic  were  up  as  well  Electric  power,  paperboord,  paper,  steel, 
crude-oil  refining,  and  lumber  production  all  declined  m  the  latest  week  Before  calcu- 
lation of  the  four-week  moving  overage,  the  index  fell  to  180  8,  from  182.7  in  the 
previous  week 

BW  production  inde.  copyright  1992  by  McGraw-Hill  Inc 


The  leading  index  declined  slightly  during  the  week  ended  Aug.  22,  c 
economy  continues  to  struggle  In  the  latest  week,  deterioration  in  the  growth 
for  materials  prices,  M2  money  supply,  and  real  estate  loons  offset  the  positive 
of  lower  bond  yields  and  a  large  drop  in  the  number  of  business  failures, 
prices  were  virtually  unchanged.  Before  calculotion  of  the  four-week  moving  av( 
the  index  fell  to  212.2,  from  213.6. 

Leoding  index  copyngfit  !  992  by  Center  for  Internolionol  Bi 


EHIMillimESE 


Latest 
week 

Week 
ago 

%  Change 
year  ago 

STEEL  (8/29)  thous.  of  net  tons 

1,640 

1,634# 

2.7 

AUTOS  (8/29)  units 

n  6,526 

1  13,174r# 

16.3 

TRUCKS  (8/291  units 

81,297 

83,161r# 

14  4 

ELECTRIC  POWER  (8/29)  millions  of  kilowatt-hours 

63,834 

61,196# 

-3.1 

CRUDE-OIL  REFINING  (8/29)thous  ofbbl./dcy 

13,246 

13,867# 

-6.1 

COAL  (8/22)  thous.  of  net  tons 

20,098# 

19,541 

-3.5 

PAPERBOARD  (8/22)  thous.  of  tons 

770  8# 

796  5r 

-4.5 

PAPER  (8/22)  thous  of  tons 

741 .0# 

754.0r 

-3  6 

LUMBER  (8/22)  millions  of  ft 

468. 1# 

467.3 

-9.2 

RAIL  FREIGHT  (8/22)  billions  of  ton-miles 

21.6# 

21.2 

19 

Sources:  American  Iron  &  Steel  Institute,  Ward's  Automotive  Reports,  Edison  Elect 
Americon  Petroleum  Institute,  Energy  Dept ,  American  Paper  Institute,  WWPA',  SFPA  , 
of  Americon  Railroods 

ric  Institute, 
Association 

FOREIGN  EXCHANGE  1 

Latest 

week 

Week 
ago 

Year 
ago 

JAPANESE  YEN  (9/2) 

123 

125 

136 

GERMAN  MARK  (9/2) 

1  39 

141 

1.74 

BRITISH  POUND  (9/2) 

2  00 

1  99 

1.70 

FRENCH  FRANC  (9/2) 

4  73 

4.79 

5.90 

CANADIAN  DOLLAR  (9/2) 

1  20 

119 

114 

SWISS  FRANC  (9/2) 

1.24 

1  26 

1  53 

MEXICAN  PESO  (9/2) 

3,055 

3,067 

3,044 

Sources:  Mojor  New  York  bonks  Currencies  expressed 
pound  expressed  in  dollars 

n  units  per  U 

S  dollar,  exce 

Jt  for  British 

PRICES 

Latest 

week 

Week 
ago 

%  Change 
year  ago 

GOLD  (9/2)  $/troy  oz. 

340.450 

338.500 

-2  4 

STEEL  SCRAP  (9/1)  #1  heovy,  $/ton 

86  00 

86  50 

-113 

FOODSTUFFS  (8/31)  index,  1967=100 

198  1 

200.9 

-2.2 

COPPER  (8/29)  c/lb. 

117  0 

118. 7 

8  8 

ALUMINUM  (8/29)  c/lb 

59.9 

59.6 

3  1 

WHEAT  (8/29)  #2  hard,  S/bu. 

3  39 

3  26 

5.6 

COTTON  (8/29)  strict  low  middling  1-l/16in.,  C/lb 

56.23 

56.69 

-13.7 

LEADING  INDICATORS 


lotest 
week 


Week  % 
ago  y 


STOCK  PRICES  (8/28)  S&P500 


412  84 


418.67 


CORPORATE  BOND  YIELD,  Aaa  (8/28) 


7.97% 


7.91% 


INDUSTRIAL  MATERIALS  PRICES  (8/28) 


98.7 


98.8 


BUSINESS  FAILURES  (8/21) 


407 


439 


REAL  ESTATE  LOANS  (8/i 9)  billions 


$394.1 


$396. 7r 


MONEY  SUPPLY,  M2  (8/i  7)  billions 


$3,414.6  $3,417.1r 


INITIAL  CLAIMS,  UNEMPLOYMENT  (8/15)  thous 


382 


474 


Sources:  Standard  &  Poor's,  Moodys,  Journal  of  Commerce  (index:  1980=100),  Dun 
street  (failures  of  large  companies).  Federal  Reserve  Board,  Labor  Dept.  CIBCR  seosonall 
doto  on  business  failures  and  real  estate  loans 


MONTNLY  ECONOMIC  INDICATORS 


Sources:  London  Wednesday  final  setting,  Chicogo  morket.  Commodity  Research  Bureau,  Me^ols 
Week,  Kansas  City  market,  Memphis  market 


Latest 
month 

Month  % 

age  y 

CONSTR.  SPENDING  (July)  annual  rote,  billions 

$422  0 

$424. 4r 

12  LEADING  INDICATORS  COMPOSITE  (July)  index 

149.6 

149.5r 

MANUFACTURERS'  INVENTORIES  (July)  billions 

S383.0 

$382.9r 

PERSONAL  INCOME  (July)  annual  rote,  billions 

$5,050.0 

$5,038. 8r 

Sources:  Census  Bureau,  Commerce  Dept 

l!M '  h  ^1  ill '  M  VAM  T^^^HHnJ 

Latest 
week 

Week 
ago 

MONEY  SUPPLY,  Ml  (8/1 7) 

$975  8 

$972.5r 

BANKS'  BUSINESS  LOANS  (8/i9) 

276.7 

277.0 

FREE  RESERVES  (8/19) 

533r 

673r 

NONFINANCIAL  COMMERCIAL  PAPER  (8/i9) 

138.3 

138.6 

Sources:  Federal  Reserve  Board  (in  billions,  except  for  free  reserves, 
two-week  period  in  millions) 

which  are  expresi 

MONEY  MARKET  RATES 

Latest 
week 

Week 
ago 

FEDERAL  FUNDS  (9/i) 

3  39% 

3.29%  i. 

PRIME  (9/2) 

6  00 

6.00  1. 

COMMERCIAL  PAPER  3-MONTH  (9/i) 

3.41 

3.40  i. 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (9/2) 

3  32 

3.35 

EURODOLLAR  3-MONTH  (8/29) 

3.36 

3.31  i_ 

Sources:  Federal  Reserve  Board,  First  Boston 

ffRow  data  in  the  production  indicators  are  seosonally  adjusted  in  computing  the  BW  index  (chart);  other  components  (estimoted  and  not  listed)  include  machinery  and  defense  ecJ^ 
1  ^Western  Wood  Products  Assn      2  =  Southern  Forest  Products  Assn      3  =  Free  market  value     NA=Not  available     r  =  revised     NM  ^  Not  meaningful 
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Mdeoconferendng 
at  a  moment's  notice. 


bu  have  a  great  idea.     You  set  your  schedule.      You  present  your  idea. 


Vith  SP  Telecom's  Media  Express  network,  your  next  great  idea  is  only  minutes  away  from  a  videoconference. 
iia  Express  videoconferencing  is  that  easy. 

Jnexpected  meetings  to  discuss  timely  issues  can  be  scheduled  immediately.  This  gives  your  company  an  edge. 

'>en  when  you're  not  in  a  hurry,  Media  Express  is  still  the  best  way  to  videoconference.  One  reason  is  our 
-of-a-kind  Automated  Scheduler.  Instead  of  using  an  operator,  you  simply  choose  the  parameters  for  your  conference 
)ugh  a  PC  interface. 

'ou  can  schedule  point-to-point  or  multipoint  conferences.  Plus,  at  a  moment's  notice,  you  can  extend  your  video- 
fei  ■ences  or  end  them  early,  and  pay  only  for  the  minutes  you  use.  Every  conference  has  complete  password  security. 

'lus,  with  Media  Express  you'll  get  detailed  call  records  sorted  by  cost  centers  according  to  your  particular  needs, 
live  your  company  a  competitive  edge  with  a  true  on-demand,  reliable  videocon- 
I  ncing  network.  Call  today  and  ask  about  Media  Express.  It's  ready  when  you  are.        f  ^7  0  7 

^00-229-7782,  A  J  ^  Adding  value 

L^fJt—Jff  to  your  business 

ear  St,  7th  Floor,  San  Francisco,  CA  94105  ©1992.  Patent  Pending.  Media  Express  is  a  service  mark  of  SP  Telecom.         tlll\\*/iif  busineSS 

4A-CA 
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9  is  a  regis„.,„|  mark  <,f  ihc  Blue  Cross  Associaliun.  SM 


IS  a  service  mark  i>f  iliuc  Ooss  of  California, 


ur  medical  claims 
Free  examination. 


If  your  company  has  a  PPO  insurance 
plan,  send  us  200  claims  from  your  current 
carrier  We'll  show  you  just  how  we  could  have 
processed  those  claims  for  less.  So  far,  every- 
one who's  taken  us  up  on  this  offer  has  saved 
up  to  40%.  Everyone.  Anyone  whose  company 
has  250  employees  or  more  is  invited  to  try 
this  remarkable  demonstration  of  how  well 
cost  management  really  works.  Please  call 
your  broker  or  a  Blue  Cross  group  sales  office. 
We  make  the  system  woric  for  your 

Blue  Cross  of  California 


N  IN  ALASKA  THERE  IS  0V\ 
THIS  MAY  BE  WHY  WE  LIKE  A  FEW  EXTRA  INCHES 


IN  ALASKA,  OUR  MOST  abundant  commodity  is  space.  to  having  plenty.  And  they  don't  tolerate  doing  withJi 
Astonishingly  endless,  it  is  by  turns  lush  and  sparse.  Ijl|l|!|l|l|l{l|l|l|l{l|l|l|l{ljl|!j>'  If  we  made  people  do  without  adequate  le;0 
With  more  coastline  than  the  whole  continental  U.S.  on  the  airline  named  for  Alaska,  we'd  proil 

We  think  some 
things  are  more  precious 

and  nearly  600,000  square  miles,  people  are  used       than  money  -  among  them,       be  given  a  quick  dose  of  frontier  justice 

your  knees.  So  we  give 

you  a  couple  of  /I 
inches  more 

tmmK-mmimmimmmmmmBmmBmmm^^^m^^^^^^^^^^^mmmmmmm^  legroom.  .^nMHHMi^HHHMHi^^^^MMHHBHBaM^^^^HHHHMHp 


0  avoid  this,  we  do  what  we  think  is  the  decent  thing.  We  give  passengers 
)le  of  inches  more  legroom,  on  average,  than  the  major  U.S.  airlines  do. 
Tiall  as  it  seems,  that  couple  of  inches  can  keep  somebody's  seatback  off 
aiees,  so  we  believe  it  s  significant.  Tight  seating  is,  in  fact,  often  cited  as 


the  No.l  complaint  among  airline  travelers. 

However,  not  all  airlines  sympathize. 
They  directly  equate  revenues  with  the 
number  of  seats  on 
planes.  And  the  major 
airlines  have  been  known 
to  correlate  removing 
one  row  of  seats  from  coach  with  sums 
that  sound  like  gross  national  products 
to  some  of  us. 

We  think  you  care  more  about  your 
knees  than  about  airline  revenues.  And  in 
part  because 
of  our 

generous  legroom,  our 
passengers  consistently  rate  Alaska  Airlines 
the  best  in  the  United  States.  The  readers 
of  Conde  Nast  Traveler  have  rated  us  No.l 
three  years  running. 

To  us,  more  legroom  and  fewer  seats 
are  simply  good  business.  Considering  the 
standards  for  space  where  we  come  from, 
they're  also  the  only  thing  that  makes  sense. 

To  fly  with  us  on  your  next  West 
Coast  business  trip,  contact  your  travel 
agent  or  call  us  at  1-800-426-0333.  And 
experience  the  Alaska  of  airlines. 


AFewExamples 
QfWhat'sBeingMad( 
In  MexicoTbday 

Investing  in  Mexico  is  truly  a  money-making  proposition.  BRNC  R  5ER  Fl 

Just  iLsk  a  few  of  your  competitors  who  have.  Fortune  1000  serfinf 
companies  in  tlie  appliance,  electronic  and  automotive  industries,  to  cite  a  few  examples. 

Companies  in  tliese  and  other  industries  are  profiting  from  investments  in  one  of  tlie  world  s  to 
perfonning  stock  markets.  And  from  direct  investments  in  privatizations,  low-cost  production  shiirin; 
plants  and  joint  ventures. 

So  much  so,  in  fact,  diat  almost  a  full  65  percent  of 
foreign  capittil  invested  in  Mexico  has  come  from  corpora- 
tions in  the  United  States. 

A  significant  poition  of  it  from  tlie  clients 
of  BcUica  Serfin.  For  lis  Mexico's  most 


experienced  international  bank,  no 
one  has  arranged  more  Sciles  of 
state-owned  industry.  And  no  / 
one  can  provide  a  better  link 
to  our  country's  fast-paced  growdi. 

Because  we  offer  every  service  from 
investment  banking  and  export  finance  to 
M&A  and  maquiladora 
assistance.  In  short,  all  the 
capabilities  you  could  need. 

So  talk  with  Biuica 
Serfin  about  an  investment 
in  Mexico.  And  see  what 
we  can  make  of  it. 


Mexico  Cih       New  York         Tokvo  London  Toronto  Los  Angeles       Nassau  Seoul 

(525)  7()9-7H44   (212)574-9504  (8133)273-5911(4471)408-2151    (416)360-8900   (213)955-0749   (212)  574-95(K)  (822)756-5186 
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A  GALAXY  OF  LESSONS 
FROM  SATURN 


laving  just  reati  "Saturn"  (Cover 
I  Story,  Aug.  17),  I  felt  compelled  to 
share  the  following  comments.  One,  I 
was  impressed  with  the  Saturn  product, 
having  recently  test-driven  the  one  avail- 
able car  at  a  local  dealership.  Two,  I 
have  no  sympathy  for  the  sulking  Chev- 
rolet dealer  who  is  upset  with  the  atten- 
tion provided  Saturn  by  General  Motors. 

What  this  dealer  fails  to  realize  is  that 
Chevrolet — and  GM — brought  most  of  its 
current  problems  on  itself  by  building 
absolutely  lousy  products  during  much 
of  the  1980s— and  then 
refusing  to  respond  to 
customer  concerns  about 
product  quality.  When  GM 
and  its  dealers  refused  to 
accept  responsibility  for 
the  paint  that  wouldn't 
stay  on  my  1980  Citation 
or  the  air  conditioner  that 
continually  leaked  con- 
densation onto  the  carpet 
of  my  1984  Cavalier,  I 
knew  that  I  would  never 
buy  another  GM  product. 

What  [Chairman  Rob- 
ert] Stempel  and  his  col- 
leagues should  realize  is 
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that  Saturn 
may  represent  gm's  only  hope  of  recap- 
turing the  thousands  of  customers  like 
myself  who  are  totally  disillusioned  with 
GM  and  its  products. 

Jeff  L.  MacKinney 
Coppell,  Tex. 

I am  convinced  more  than  ever  that  GM 
will  find  a  way  to  snatch  defeat  from 
the  jaws  of  victory  with  this  dynamo  of 
a  car  subsidiary.  While  GM  covers  its 
Japanese  Geos  with  an  American  name- 
plate  and  Chevy  cries  poor-mouth  about 
its  inability  to  carve  out  any  more  than 
its  already  sizable  share  of  GM's  auto 
sales,  home-grown  Saturn  has  achieved 
success  the  old-fashioned  way:  with  val- 
ue, pricing,  quality,  and  customer  satis- 
faction. It  would  be  easy  to  say  that  GM 
should  learn  its  lessons  in-house,  but 
that  would  be  expecting  too  much  from 
such  a  monolithic  bureaucracy.  GM  Presi- 
dent John  Smith  has  the  right  idea  by 


streamlining  the  mishmash  of  makes 
and  models.  In  the  meantime,  GM  should 
reinforce  success  in  Spring  Hill,  Tenn., 
by  increasing  the  size  of  the  experiment 
there,  because  it  is  obvious  that  it  can't 
transplant  it  anywhere  else. 

David  M.  Cole 
Fort  Hood,  Tex. 

Saturn  was  my  first  major  purchase 
out  of  college,  and  I  couldn't  be  hap- 
pier with  its  performance.  However,  I 
was  a  bit  miffed  when  I  read  about  the 
head  of  parts  and  service  in  Boston.  I 
believe  he  needs  to  teach  my  Saturn 
dealership  a  thing  or  two  when  it  comes 
to  customer  service. 

Dealing  with  my  ser- 
vice department  has 
meant: 

■  Showing  up  with  an  ap- 
pointment and  then  Sat- 
urn saying  it's  first  come, 
first  served. 

■  Saturn  telling  me  to 
come  in  for  my  compli- 
mentary detailing — then  I 
go  in,  and  no  one  knows 
anything. 

■  Saturn  telling  me  I 
would  get  a  rental  car 
when,  upon  showing  up 
at  my  scheduled  time,  I'm 

told  I  should  have  gotten  there  sooner, 
the  rental-car  agency  is  closed.  Could  I 
come  back  in  the  morning? 

I  never  expected  much  from  car  ser- 
vice, but  I  wanted  it  to  be  different  at 
Saturn. 

Maria  Escamilla 
San  Jose,  Calif. 

With  all  of  Saturn's  recent  success, 
it  amazes  me  that  the  leadership 
at  G.M  has  failed  to  take  advantage  of 
these  innovations  and  apply  them  to  oth- 
er divisions.  Chairman  Stempel's  argu- 
ment that  "today's  Saturn  buyer  can 
graduate  to  existing  GM  brands  that  tra- 
ditionally cater  to  older  buyers  such  as 
Cadillac,  Buick,  and  Oldsmobile"  clearly 
illustrates  entrenched  bureaucratic 
thinking  and  lack  of  innovative  spirit. 
The  Saturn  buyer  today  will  want  to 
move  up  to  a  car  that  retains  and  ex- 
pands on  many  of  the  innovations  that 
Japanese  auto  makers  have  brought  to 
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Whose  Mess 


Is  This,  Anyway? 

"I  don't  know,  Mr.  Ward  (pretend  that's  your  name),  sonnebody 
was  trying  to  download  a  file  from  the  mainframe,  and  got  this  weird 
message  on  his  screen,  and  now  everybody  on  the  network  has  it." 

Tough  situation.  Is  it  a  hardware  glitch?  A  software  bug? 
Nobody  wants  to  take  the  blame,  so  nobody  wants  to  accept  the 
responsibility.  And  all  you  want  to  do  is  get  back  to  work. 

How  many  calls  is  this  going  to  take? 

If  you're  a  Novell  customer,  just  one.  We've  created  the 
Network  Technical  Support  Alliance,  a  consortium  of  thirty-four 
industry  leading  vendors — names  like  IBM,  Apple,  Hewlett-Packard  and 
Lotus  —  committed  to  solving  support  problems  between  products. 

It's  a  working  group  put  together  with  the  same  "we're  all  in 
this  together"  spirit  of  cooperation  that  helped  us  design  eight 
generations  of  successful  networking  products.  And  best  of  all,  one  call 
to  your  Novell  support  provider  gets  the  Alliance  to  work  looking  for 
a  solution  instead  of  an  excuse. 

No  whining.  No  tap  dance.  No  sweat. 


NO  V  E 


The  Past,  Present,  and  Future  of  Network  Computing. 

FOR  MORE  INFORMATION,  CALL  I  -  8  0  0  -  N  E  T  W  A  R  E 


"If  you  're  so  smart,  why  aren  7  you  dollar  cost  averaging 
in  the  Berger  100  Fund  and  the  Berger  101  Fund?" 

You  don't  need  to  understand  the  theory  of  relativity  to  be  impressed 
by  the  performance  of  the  no-load  Berger  Funds.  We're  proud  of  our 
record,  but  more  important  is  the  investment  philosophy  behind  those 
numbers  and  we  would  like  to  tell  you  about  it.  Call  (800)  333-1001 
for  a  prospectus  and  study  it  carefully  before  investing.  With  as  little 
as  $250  you  can  start  investing  for  your  future. 

Berger  Associates,  Inc. 
(303)  329-0200  /  (800)  333-1001 


W.K.  KELLOGG 
FOUNDATION 


An  Invitation  to  Leadership 

As  a  KNFP  Fellow,  you'll  develop  broad  leadership  through  experiential 
activities,  learn  new  skills  and  competencies,  and  exchange  ideas  with  other 
professionals.  Up  to  50  Fellows  with  leadership  potential  will  be  chosen  for  a 
three-year  program.  Activities  include  Foundation-sponsored  seininars,  where 
Fellows  explore  domestic  and  global  social  issues  that  threaten  organizations  and 
communities.  Additionally,  Fellows  are  awarded  up  to  $35,000  each  to  carry  out 
non-degree  projects  that  take  them  beyond  the  confines  of  their  profession. 


S 


KELLOGG  NATIONAL  FELLOWSHIP  PROGRAM 

Applications  for  KNFP  Group  XIII  are  now  available.  Completed  applications 
will  Iw  accepted  between  August  1 ,  1992,  and  December  15,  1992. 


Kellogg  National  Fellowship  Program 

W.K.  Kellogg  Foundation  •  P.O.  Box  5196 
Batde  Creek,  Michigan  49016-5196 
For  applications  or  more  information  call;  1-800-367-3465  (24  hours) 


the  luxury-car  market.  To  ensun 
Cadillac,  Buick,  and  Oldsmobile 
part  of  that  market,  they  will  hi 
redefine  themselves  in  the  const 
mind  by  producing  new,  high-tech, 
quality,  innovative  cars.  All  of 
Saturn  offers  today.  Ignoring  the 
vations  at  Saturn  today  will  ha\ 
same  implications  as  if  Miller  Bn 
in  the  1970s,  had  said  "you  must  1 
ing"  to  the  concept  of  light  beer. 

S.  H.  H 
Oak  Harbor, 

■ found  your  article  to  be  one  ol 
ness  as  usual  for  the  auto  ind 
When  it  finally  gets  something  tc 
on,  it  doesn't  take  advantage  of  it. 
early  '80s,  when  they  got  their  all : 
tant  tariff  legislation  against  tf 
ports,  the  most  creative  thing  gO' 
American  knowhow  could  come  u] 
was  a  matching  price  hike.  Now 
finally  have  a  car  do  what  GM  \ 
would  do — compete  on  a  quality' 
with  small  Japanese  cars,  speci 
the  Honda  Civic — and  the  most  ci 
thing  they  can  come  up  with  is 
haggle  pricing  policy  that,  while  s 
edly  for  the  benefit  of  the  consut 
really  just  another  price  hike  in  di; 

Ronald  I' 
Somervillt 

ANOTHER  OPINION  ON 

THE  THOMAS  HEARINGS  

Regarding  your  review  of  ( 
Games  by  Timothy  Phelps  ai 
en  Winternitz  ("The  low  road  to  tl 
court,"  Aug.  10)  the  authors'  stra 
obvious.  First,  they  paint  cons'' 
activists  and  groups  (most  notal 
and  mine)  as  a  threat  to  the  Ra 
They  use  more  than  a  dozen  labis 
conservative  groups — right  wing! 
line,  radical,  extremist,  fringe,  far 
and  zealot  are  just  a  few — but  u:! 
one  for  liberal  groups — liberal.  T;; 
scribe  People  for  the  American 
"an  organization  with  a  broad  n  n 
ship  of  individual  donors."  Whi 
may  choose  to  compromise  theiio 
tivity,  they  at  least  should  hav(}: 
equally  pejorative  time  to  both  s.e 
To  create  guilt  by  association,^! 
and  Winternitz  insist  that  Ci"' 
Thomas  courted  and  schmoozedu 
we  would  help  put  him  on  the  S|ii 
Court.  As  the  individual  who  the  c 
"handles  the  tactics  of  judicial  ;Kp 
ments  for  the  right  wing,"  I  amfe 
categorically  here  that  this  assenini 
shameless  lie.  If  there  was  any  c|r 
conservatives   encouraged  Cln 
Thomas  to  consider  judicial  sere 
was  perfectly  content  to  serve  it 
he  could  right  where  he  was. 
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)ur  reviewer  refers  to  the  nominee's 
posterous  statement  that  he  had 
!r  discussed  or  debated  Roe  v. 
e,"  and  claims  Judge  Thomas  failed 
'answer  questions  truthfully"  but 
;embled  and  evaded."  Judge  Thomas 
Dnded  to  the  dozens  of  inappropriate 
tions  attempting  to  elicit  a  public 
nitment  on  the  abortion  issue  by 
ig  he  did  not  recall  debating  the 
;nts  of  Roe  v.  Wade,  that  it  would 
)romise  his  judicial  integrity  to  state 
her  that  decision  had  been  correctly 
led,  and  that  his  personal  opinion  on 
-ion  was  irrelevant  to  his  duties  as  a 
i.  There  is  absolutely  nothing  in 
nas'  record,  or  in  the  hearing  pro- 
ngs, to  contradict  this  statement, 
'al  groups  even  sponsored  newspa- 
ids  calling  on  people  with  contrary 
■nee  to  come  forward.  No  one  did. 
continuing  suggestion  that  Thomas 
dissembled  and  evaded)  is  offensive. 

Thomas  L.  Jipping 
Legal  Affairs  Analyst 
Coalitions  for  America 
Washington 

flORE  POWER  TRIPS 

MR.  lACOCCA  

our  Aug.  24  "Commentary"  says 
that  I  "upset  the  company's  hard- 
equilibrium  in  a  last-ditch  effort  to 
in  power"  ("Mr.  lacocca,  please  go 
ously,"  Top  of  the  News,  Aug.  24). 
ooey!  I  made  my  intention  to  step 
1  as  chairman  and  CEO  of  Chrysler 
■ctly  clear  on  Sept.  5,  1991,  and  have 
"ated  that  position  repeatedly  in  the 
itime.  While  I  look  forward  to  con- 
ig  my  role  as  chairman  of  the  exec- 
committee  of  Chrysler's  board  of 
tors,  I'm.  also  relishing  the  opportu- 
:o  have  some  personal  freedom  and 
ation  for  the  first  time  in  46  years, 
not  "finagling  for  more  power,"  as 
vrite.  I'm  relishing  more  freedom, 
ring  my  14  years  at  Chrysler,  I've 
red  ownership  of  approximately  I'v 
i  company.  For  better  or  worse,  my 
'  and  my  reputation  seem  to  be  in- 
;ably  tied  to  it.  If  Chrysler  wins,  I 
V/hy  would  I  do  anything  to  get  in 
/ay  of  that? 

3  had  all  the  power  trips  any  one 
needs.  I'm  ready  to  "move  gra- 
ly  into  the  passenger  seat,"  as  your 
r  suggests.  Coasting  along  in  one 
irysler's  great  new  products  sounds 
ibout  perfect  to  me  these  days. 

Lee  A.  lacocca 
Chairman  &  CEO,  Chrvsler  Corp. 

Highland  Park,  Mich. 


5  to  the  Editor  should  be  sent  to  Readers 
,  Business  Week,  1221  Avenue  of  the  Ameri- 
ew  York,  N.  Y.  10020.  Fax:  (212)  512-4464, 
12-7960,  Intl.  4998204.  All  letters  must  in- 
an  address  and  daytime  and  evening  tele- 
numbers.  We  reserve  the  right  to  edit  letters 
rity  and  space. 


Affordable  Elegance 


Restored  and  I  rciditional 
European  Stijle  Holds 

San  Francisco  ...r/?e  Tuscan  Inn 
San  Francisco....  Vintage  Court 

Seattle  Jhe  Mayfhwei  Park 

Portland  Vintage  Plazo 

Salt  Lake  City  Jhe  Peery 

Santa  Barbara...  Mon/eafo/m 

Honolulu  Waikil(i  Joy 

Anchorage ..  Northern  Lights  Inn 


m 


Chicago  The  Midland 

Cincinnati. ...rte  Sarfield  House 

Dallas  Jhe  Stoneleigh 

Gavleston..  Jhe  Jremont  House 

Albuquerque  La  Posada 

Santa  Fe  Plaza  Peal 

Reservations 


Boston  Jhe  Lenox 

New  York  The  Mayflower 

New  York  The  Gorham 

Philadelphia  The  Latham 

Washington  D.C...  The  Latham 
Atlanta  Pegency  Suites 

I  500  447-9559 


The  Copier  Built 
For  Your  Bottom  Line 


RICOHFT6750 


These  days,  the  bottom 
line  is  the  top  priority.  Which 
is  why  Ricoh  designed  our 
FT6750  copier  to  automatically 
feed,  edit,  sort,  cover  and 
.-  J,  staple  reports, 
g      The  RICOH  FT6750 
does  it  all  for  under  $15  a 
day.*  So  get  your  office 
running  at  top  speed  for 
less  than  top  dollar.  Call 
1-800-63-RICOH,  ext.  1364,  now. 


imm 


® 


Where  Imagimtion  Becomes  Reality 

■  Based  on  manufacturer's  suggested  retail  price  fur  copier,  recvclingdiK-ument  handler  and  finisher  over  a  five-year  period 
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THINKING  FOR  A  LIVING 

By  Ray  Marshall  and  Marc  Tucker 
BasicBooks  •  283pp  •  $24 


WHAT'S  WRONG 

WITH  THE  WAY  WE  WORK 


For  some  years  now,  a  growing 
fliorus  of  experts  has  said  that 
global  competition  turns  increas- 
ingly on  the  skills  of  a  nation's  work 
force.  A  few  trend-setting  companies, 
such  as  Corning  Inc.  and  Motorola  Inc., 
have  reacted  by  investing  heavily  in 
training  and  by  restructuring  work  to 
give  employees  more  control.  And  much 
of  the  urgency  about  fixing  our  schools 
stems  from  the  recognition  that  we  must 
upgrade  tomorrow's  workers. 

But  these  fledgling  responses  haven't 
come  close  to  making  the  U.  S.  competi- 
tive, according  to  authors 
Ray  Marshall  and  Marc 
Tucker  in  their  book, 
Thh)ki}ig  for  a  Living. 
Most  U.  S.  companies  still 
rely  on  mass-production 
technicjues  that  require 
most  workers  to  have,  at 
best,  only  a  high  school 
education.  While  Ameri- 
ca's trade  rivals  embrace 
tactics  that  require  em- 
ployees who  can  solve 
problems  by  themselves, 
the  U.  S.  clings  to  mana- 
gerial principles  that  have 
been  turned  into  "liabil- 
ities rather  than  assets," 
the  authors  warn.  "Our 
country  is  locked  in  a  time 
warp,  wedded  to  strate- 


petitive  tasks  assigned  to  them.  One  rea- 
son the  U.  S.  surpassed  Britain  as  the 
world's  leading  economy  was  that  it 
opened  college  doors  to  the  middle  class, 
creating  a  skilled  bureaucracy. 

Today's  economy  requires  an  exten- 
sion of  post-high  school  education  to  the 
rest  of  the  work  force,  say  Marshall  and 
Tucker.  Competition  in  a  high-tech,  glob- 
al economy  stresses  quality,  service,  and 
speed.  These  can't  be  achieved  simply  by 
grinding  out  the  most  products  at  the 
lowest  cost.  Workers  at  the  point  of  pro- 
duction,  from   factory   hand  to  sales 


w 


h  ile  our  rivals 
train  workers  to  solve 
problems,  the  U.S.  is 
mired  in  a  mindset  of 
mass  production 


RAY  MARSHA 
MARC   T  U  C 


gies  long  since  outmoded  by  events." 

Republicans  may  disagree  with  some 
of  the  remedies  proposed  here.  Marshall 
was  Labor  Secretary  in  the  Carter  Ad- 
ministration, and  Tucker  heads  the  Na- 
tional Center  on  Education  &  the  Econo- 
my, a  Democrat-dominated  think  tank 
whose  board  includes  Hillary  Clinton 
and  Clinton  brain-truster  Ira  C.  Maga- 
ziner.  Indeed,  the  book  provides  a  theo- 
retical justification  for  many  ideas  now 
being  advanced  by  Bill  Clinton,  such  as  a 
1.5'/'  payroll  training  tax,  a  national  ap- 
prenticeship program,  and  heavy  invest- 
ments in  training  and  education. 

But  the  authors'  compelling  analysis 
is  more  difficult  to  dismiss.  They  argue 
that  globalization  is  creating  a  new 
stage  of  capitalism.  In  the  earlier  phase, 
Frederick  Winslow  Taylor's  theories  of 
"scientific  management"  dominated.  Le- 
gions of  skilled  managers  and  engineers 
directed  line  workers  in  the  minute,  re- 


clerk,  must  think  and  act  for  themselves. 

This  conclusion  isn't  new.  It  lies  be- 
hind many  of  the  fads  sweeping  through 
Corporate  America:  total  quality  control, 
team  systems,  and  the  effort  to  push 
decision-making  to  lower  levels.  But  the 
authors  argue  that  the  U.  S.  has  failed 
to  tie  these  threads  together  into  a  co- 
herent high-skills  strategy,  as  have  Ger- 
many and  Japan.  The  U.  S.  still  invests 
primarily  in  plant,  equipment,  and  col- 
lege-educated employees.  The  76',''  of  the 
work  force  that  doesn't  have  a  college 
degree  is  largely  neglected.  "Our  front- 
line workers  . . .  may  be  the  least  skilled 
among  those  of  all  the  major  industrial 
countries,"  the  book  says. 

Thinking  for  a  Living  points  out  that 
most  schools  still  use  rote  learning 
methods  that  leave  noncollege  graduates 
less  prepared  for  decision-making  than 
comparable  workers  overseas.  We  do  lit- 
tle to  recover  dropouts.  We  have  no  sys- 


tem such  as  Germany's  apprentice 
program  for  preparing  nonprofessio 
for  work.  And  most  companies  do  1 
or  no  training  of  current  workers.  ] 
licly  and  privately,  Germany  and  j£ 
spend  two  to  three  times  as  mud 
training  as  the  U.  S. 

Worst  of  all,  we  haven't  yet  sh£ 
off  Taylorism.  Despite  the  forward-1 
ing  policies  of  a  few  highly  visible  ( 
panies,  most  U.  S.  managers  rer 
mired  in  the  mindset  of  mass  produc 
ardently  slashing  costs  instead  of  b( 
ing  quality  and  productivity.  "If  our 
ployers  organized  work  in  the  way 
the  most  successful  firms  around 
world  do,  there  would  be  an  ins 
skills  crisis,"  say  Marshall  and  Tucl 
The  remedies  they  recommend  gc 
yond  what  Clinton  has  picked  up  or 
his  Presidential  campaign.  They  wa 
national  employment  and  training  b 
composed  of  business,  labor,  gov 
ment,  and  education  officials  that  w| 
set  broad  labor-mai 
policies  for  the  countr; 
a  whole.  The  nati 
board  would  be  cor 
mented  by  state  and 
ones  that  would  adap 
tional  policies  to  Iocs 
bor-market  needs, 
boards  would  build  t 
ing,  apprenticeship, 
employment  sysl 
around  community 
leges,  vocational  sch 
and  community-base( 
ganizations. 

The  authors'  conce; 
of  what  this  really  v\ 
mean  will  startle  i 
readers.  One  of  the  b 
most  striking  argur 
is  that  the  U.S.  si 
rely  less  on  monetary  and  fiscal  poll 
control  the  economy.  Instead,  we  sii 
emulate  European  countries  thatu 
training  and  unemployment  progran 
divert  workers  from  such  shrinkin"( 
cupations  as  bookkeeping  to  grc'i 
ones  such  as  health  care.  This  he) 
keep  wages  in  line  with  growth  ai"  j 
duces  government's  need  to  battle  f 
tion  with  high  interest  rates  that  t"( 
people  out  of  work.  Even  if  unenk 
ment  stays  high,  the  approach  enir 
that  the  jobless  are  for  new  jobs  h 
they  appear. 

Thinking  for  a  Living  may  sour  ti 
interventionist  for  many  U.  S.  busie 
leaders,  who  have  little  desire  fo  E 
rope's  collaborative  institutions.  It 
Clinton  wins  in  November,  he  may  ." 
move  the  country  in  that  direction 

BY  AARON  BERIiTi 
Bernstein  covers  the  workplace  fo\tl 
magazine. 


LL  & 
K  E  R 
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Another  case  for  USF&G: 
Wichita,  KS.  June,  1992 


Hail  the  size  of  softballs... blowing  70  mph... sideways. 


But  within  72  hours,  independent  agents  were  directing  their  clients  to  a 


drive-through  USF&G  had  established  for  auto  claims.  And  we  were  able  to  hand 


people  their  checks  generally  within  a  half-hour  from  when  they  pulled  in. 


Okay,  so  that's  not  as  fast  as  fast  food.  But  we  still  managed  to  serve  millions. 


Two  huge  hail  storms  hit  within  a  few  hours  of  each  other 


® 


INSURANCE 


Business/Home/Auto/Life 


^'re  putting  $100,0(Kr^ 

on  the  line  to  prove  Astra  BP 
will  improve 
your  tKyttom  line. 


Purchase  an  Astra  SP  and  if 
your  bottom  line  doesn't 
improve,  we'll  give  you 
$100,000. 

We're  so  convinced  that  the 
I'new  Astra  SP  is  the  riaht  husines?; 


machine  for  your  business  that  we 
are  willing  to  make  you  this  offer. 
Why  are  we  so  confident?  Because 
it's  an  aircraft  that  delivers  speed, 
range  and  short-field  performance 
at  an  operating  cost  that's  so  com- 
petitive it  will 


even 

make  your 

^hief  Financial     Officer  smile.  So. 
^0  prove  our  point,  if  your  bottom 
|line  has  not  improved  after  the  first 
^'ull  fiscal  year  from  the  time  you 
take  delivery  of  a  new  Astra  SP  from 
MS,  we'll  give  you  $100,000(U.S.). 
Delivered  in  a  fiice  leather  briefcase. 


The  "magic" 
of  our  wing 

^tra  engineers  used  sophisticated 
tomputer  technology  to  design 
Astra's  unique  double  swept  wing. 


the  secret 

high-speed,  high  altitude 
performance  and  exception- 
ally smooth  ride.  And  unlike 
many  of  its  competitors.  Astra's 
iwing  is  fitted  with  special  leading 
edge  slats  which,  together  with  its 


"25.  ..28... 33...  our  number  of  world  speed  records  just  keeps  growing." 


Fowler  flaps,  allow  for  remarkable 
short-field  performance  and  safer 
take-offs  and  landings.  Certainly  a 
valuable  asset  to  have  for  greater 
accessability  to  tight,  inner  city  air- 
ports and  those  shorter  runways 
in  out-of-the-way  places.  This  ca- 
pability alone,  can  help  improve 
your  business  and  save  you  time. 

And  given  the  same  travel  re- 
quirements, the  Astra  SP  will  use 
less  fuel  than  any  of  its  certified 
mid-size  competitors. 

Your  global 
office  in  the  sky 


In  this  rapidly  changing  world 
of  global  business,  you  also  need 
to  consider  a  business  jet  that  can 
give  you  access  to  worldwide 
marketplaces. 
Once  again. 
Astra  SP  is 
the  right  choice. 
Its  unequalled 
performance  and  / 
range  is  a  triumph  > 
ofdesign  finesse  over 
brute  power.  And  Astra 

is  so  aerodynamically  effi- 
cient, it  offers  the 
highest  operating 
speeds  in  its 
class.  In  fact. 
Astra  already  has  33  world  speed 
records  to  its  credit. 

So.  when  you're  considering  the 
purchase  of  a  new  businessjet. 


here's  a  key  fact  to  remember: 
you'll  have  to  spend  at  least 
$7  million  more  to  match  the 
performance  and  versatility  of 
an  Astra  SP 

It  all  comes  down 
to  the  bottom  line 

Astra  SP  is  the  best  kept  secret  in 
the  industry  And  with  good  rea- 
son. Because  Astra  gives  you  a  level 
of  high-speed,  long-range  and  short- 
field  performance  that  the  competition 
never  wants  to  talk  about.  . 
A  level  of  performance  J 
that  will  improve  M 
your  bottom  P 
line. 


and  we're 
willing  to  put  up 
$100,000  to  prove  it. 
Now.  that's  an  offer  you  can't  refuse. 

For  the  details  and  effective  dates 
of  our  $1 00.000  offer  write  or  call 
our  President.  Roy  E.  Bergstrom, 
at 609-987-1 1 25  or  fax  us  on 
your  business  letterhead  at 
609-987-8118  and  we'll 
be  pleased  to  send  you 
the  details. 


I 


Leadership... by  design 


Economic  Viewpoint 


HOW  THE  DISABIIITIES  ACT 
WIIL  CRIPPLE  BUSIHESS 


BY  G-APY  S  BECKER 


Under  this  vague 
new  law,  employers 
must  bear  the  extra 
costs  of  hiring 
the  handicapped. 
Instead,  Congress 
should  subsidize 
those  who  help  the 
truly  disabled 
— thus  shifting  the 
burden  to  taxpayers 


GARY  S  BECKER  IS  PROFESSOR  OF 
ECONOMICS  AT  THE  UNIVERSITY 
OF  CHICAGO  AND  A  FELLOW  OF 
THE  HOOVER  INSTITUTION 


One  of  the  most  far-reaching  pieces  of 
lal)or  legislation  in  years  took  effect  in 
late  July.  Unfortunately,  the  Ameri- 
cans with  Disal)ilities  Act  is  more  a  make- 
woi'k  project  for  lawyers  than  an  effective 
way  to  help  the  disabled. 

The  act  covers  not  only  peoi)le  with  hearing, 
sight,  or  mobility  impairments  l)ut  also  those 
with  emotional  illness,  dyslexia,  aids,  and  past 
drug  or  alcohol  addictions.  This  is  why  some  of 
the  act's  supporters  claim  that  it  will  help 
more  than  40  million  Americans.  But  it  is  a 
distortion  of  the  meaning  of  "disability"  to  pass 
a  law  that  may  include  almost  40%  of  the 
labor  force. 

It  is  no  longer  legal  for  the  more  than  2  mil- 
lion businesses  with  25  or  more  employees  to 
ask  jol)  candidates  or  their  references  about 
disabilities.  This  is  l)roadly  defined  to  include 
([uestions  about  medical  history,  past  absentee- 
ism because  of  illness,  and  past  treatment  for 
alcoholism.  Employers  must  also  make  "reason- 
able" efforts  to  accommodate  the  disabled, 
and,  if  a  disability  is  revealed  as  a  result  of  a 
medical  exam,  an  employer  cannot  withdi'aw  a 
job  offer  unless  the  action  is  justified  as  a 
business  necessity. 

The  new  law  defines  di.sability  so  ambigu- 
ously that  whether  or  not  a  person  has  been 
excluded  from  a  job  unfaii'ly  will  often  be  im- 
possible to  determine  willi  any  confidence. 
Are  peojjle  handicapped— and  hence  entitled  to 
special  consideration— simply  because  they  can- 
not work  under  stressful  conditions  oi'  be- 
cause they  object  to  any  criticism  of  their 
work  that  may  mean  a  return  to  alcohol  or 
drug  dependency?  Lawsuits  arguing  these  and 
many  other  strange  positions  are  possible 
under  the  new  law.  Civil  rights  legislation  has 
plenty  of  weaknesses,  but  ambiguity  aliout 
wIk)  is  included  isn't  one  of  them.  Discrimina- 
tion is  banned  on  the  basis  of  characteristics 
that  are  usuall\'  t-asily  determined,  such  as 
race,  gender,  oi'  religion. 
SHOTGUN  APPROACH.  Under  the  1991  Civil 
Rights  Act,  the  dis;ible(l  gained  the  right  to 
sue  for  compensatory  and  pimitive  damages. 
.So  the  additional  provisions  of  the  Disabilities 
Act  can  l)e  expected  to  be  a  boon  to  litigation. 
A  disturbingly  large  number  of  lawsuits  al- 
ready clogs  tlie  U.  S.  judicial  system.  It  is 
senseless  to  have  another  poorly  di'afted  act 
with  a  very  l)road  sweep. 

Those  members  of  Congress  and  (others  who 
sincerely  want  to  help  the  disal>led  could  sup- 
l>ort  such  a  shotgun  api)i'oach  only  if  they  be- 
lieved U.S.  business  was  incapable  of  detei'- 
mining  the  em])loyment  ([ualifications  of 
persons  with  minor  hearing  impairments,  emo- 
tional problems,  or  a  history  of  alcoholism  or 


drug  aliuse.  Yet  this  is  highly  unlikely  u 
pi'esent  conditions,  when  companies  are  1 
pressed  by  international  as  well  as  dom 
competition  to  cut  costs  and  fill  jobs  witl 
best  availalile  candidates.  And  it  is  partic 
ly  ludicrous  to  believe  that  juries  and  ju 
are  better  qualified  than  competitive  ) 
sures  from  the  marketplace  to  deteri 
whether  someone  measures  u])  to  a  job. 

The  U.  S.  is  surely  rich  enough  to 
those  who  have  serious  disabilities,  innal 
contracted.  And  since  gainful  employmeni 
ters  self-respect,  the  help  should  include  i 
tance  at  finding  useful,  satisfying  work, 
the  new  law  illustrates  the  disturbing  re 
tendency  l)y  Congi'ess  to  impose  the  cost  ( 
actions  on  business  rather  than  on  taxpa; 
Obviously,  this  allows  Congress  to  hide 
costs  of  compliance  and  doesn't  add  tc 
budget  deficit. 

MEAN-SPIRITED.  The  world  competition 
fronting  American  business  makes  it  ill 
pared  to  bear  higher  costs  without  losing 
kets  and  cutting  employment.  Most  o 
cost  will  be  [jassed  on  to  workers,  consul 
and,  eventually,  the  disal)led  themselves, 
ter  Y.  Oi,  a  distinguished  economist  a 
University  of  Rochester,  blind  since  y 
believes  that  many  companies  will  seek 
holes  to  avoid  taking  on  handicapped  ; 
cants,  because  they  fear  costly  litigation, 
one  who  (piestions  legislation  to  helj: 
disabled  risks  being  branded  as  mean-sp 
or  too  miserly  to  spend  a  little  to  help 
hit  by  misfortune.  This  is  why  the  ne\ 
sailed  through  Congress  with  the  full  su 
of  the  President.  But  it  is  still  a  bad  law 
is  likely  to  do  more  harm  than  good— wh 
why  a  very  different  approach  is  needec 

I  believe  disability  coverage  should  be 
ed  to  the  perhajjs  S  or  4  million  jjeople 
mated  to  be  seriously  handicapped  in  v 
hearing,  or  movement,  as  outlined  by  obji 
definitions  of  these  impaii'ments.  Inste 
shifting  the  responsil)ilities  to  busines: 
the  courts,  Congress  should  offer  empl 
who  hire  disabled  workers  a  generous 
roll  subsidy  that  increases  with  the  .sever 
the  handicap.  This  approach  would  plac 
i)urden  directly  on  taxpayers  and  wouk 
centrate  help  on  the  truly  handicajjped. 

The  total  cost  of  such  a  program  vvoi 
manageable.  For  examj)le,  an  average  si 
of  per  hour— which  may  be  much  1 
than  necessary— for  S  million  disabled  w( 
who  average  1,200  hours  of  work  per 
adds  uj)  to  about  $11  billion  per  annum, 
is  not  a  negligible  addition  to  goverr 
spending.  l)ut  it  is  far  smaller  than  thek 
total  cost  of  the  \'ague  present  law.  : 
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ECONOMiC  VW 


The  bus  stops  here. 


pleasure  of  driving  each  front  wheel  to  tighter  and  quicker 
shouldn't  be  one  of     react  independently     steering  response. 


No  other  mi  - 
van  has  more  sti-  ^ 


You  are  j)art  of 
a  generation  that  has 
been  raised  and  fed 
<  )n  0 -()()  limes,  h(  use- 
power  and  skid  jjad 


results.  A'  id  yet  tor 
.some  inexplicai)le 
reason,  the  moment 


ihem.  Which  is  why 
we  designed  the  new 
Nixsrni  (hwst  ~to  be  as 
fun  to  drive  as  the 
sedan  you  now  own.     to  the  road  surface 

Slip  behind  the      for  excepti<inal 
wheel  of  the  Nissan 
(hu'st  and  you  im- 
mediately notice  an 
absence  of  the  sway- 
ing motion  minivans 
are  kiK  )wn  for  A 
front  stabilizer  bar 


If  you  think  the  dard  horsepower*'  '  ■■^ 
Nissan  Qiwst  has  an      Period.  And  its  i!  • 


appetite  for  curves, 
however,  you'll  find 
it's  positively  fam- 


only  import  bra  ^  ^ 
minivan  to  com ;  f 
both  V6  power ; '  "Jt 


ished  when  it  comes    front-wheel  dri^ 


keeps  it  level  during 
cornering  or  lane 


you  have  kids,  car 
companies  expect 
you  to  settle  tor  some    changes.  And  an 
oversized,  ungainly      independent  front 
minivan  that's  about     suspension  allows 
as  much  fun  to  drive 
as  a  bus. 

Well,  at  Nissan, 
we  believe  that  par- 
ents have  enough  sac 
rifices  to  make. The 

\l\siin  Miilnr  i  MlfiuKilidH  ill  l[S.A 


to  hills.  A  3.0  liter 
V6  overhead  cam 
engine  delivers  an 
impressive  151  hp. 


But  perhaj  i  ^ 
most  importar  ai%n 
where  the  Q?^  pf'''  --.^ 
forms  like  a  sea 


traction  contjol. 

This  uncanny 
feeling  that  you're 
driving  a  sedan  is 
further  enhanced 
by  sophisticated 
front-wheel  drive 
that  offers  you  a 

Smart  pntpli'  nlu«iv<  mi4  the  fim' pnnl.AntI  l/uy  nhmys  mmlheir  \ml  hi'lts*lin.v  m(}det  amptinson.  **Fxrrt 


i  .afety.  For  it  is  one 
(l  he  few  minivans 

t  meets  1993 
|||  eral  passenger- 
kI  safety  standards!* 
il  A  day  filled  with 
||  per  tantrums, 
?r  ballo(jn  fights 


settle  on  a  steering 
wheel  graced  with 
fine  leatlier.***Your 
eyes  gaze  at  easy-to- 
read  analog  instru- 
ments. And  your  ears 
are  lulled  by  a  pre- 
mium AM/F'M  audio 


concentrate  on  the 
scenery  instead  of  e. 
the  speedometer 

Attention  to  ergo- 
nomics is  so  com- 
plete that  die  controls  chairs"  has  been 
to  the  power  win-        provided  to  keep 
d(  )ws,  d( )( )r  locks  and    your  children  from 


111  that  doesn't  feel  like  a  bus. 


iirii  potty  training,      ciissette  system. 


1 1  d  give  anyone 


C>ruise  control* 


ed  nerves,  which  and  an  ( )pti(  )nal 
isp™  ly  our  luxuri- 


mterior  is 


U 


Ali  gned  to  soothe  t, 

pamper  sunroof  ***  are  avail- 


1\ 


Your  fingertips      able  sf)  you  can 


mirrors  aie  thought- 
fully nestled  in  the 
drivers-side  door' 

Of  course,  we 
intend  to  spoil  your 
children  as  well. 

A  second  row  of 
luxurious  captain's 


s(|uirming  about. 

To  keep  them 
entertiiined,  the 
second  ro\v  even  has 
its  own  set"  of  air 
conditioning  con- 
trols, headphone 
jacks  and  remote 
audio  controls. 

And  since  we 
know  how  much 


kids  enjoy  playing 
musical  chairs,  you 
should  know  our 
QUEST  TRAC- 


Flexible  Seating 
System  can  be  recon- 
figured up  to  twenty- 
four  different  ways?* 

The  new  Nissan 
Quest  offers  better 
handling  and  more 
luxurious  comfort 
than  vou'd  ever 
expect  from  a  mini- 
van.  In  fact,  it'll  make 
you  feel  like  you're 
driving  a  can 

That  is,  until  one 
of  the  kids  in  the 
back  seat  throws 
anotliei  temper 
tantrum. 


Thr  ,\hv  Nissan 

Quest 

//  s  time  to 
expect  more  from 
a  minivan  '.' 


.vacj^s.  ***GXI-:  miM.  'Ofitumat  im  \l:  moiM.  shiiidard  im  (,XI:      >fjl,i,iiiil  mi  < ;XE  muM.  '"CM-:  wilh  a/iliinuil  2nd^nnn  mjilwiis  liiain. 


Drive  a  Quest 
by  remote  control 


All  yoii  need  to  di  iv{'  the  new 
Nissrw  (>;/#',s7  minivan  is  aV(-R. 

Return  the  coupon  or  call 
l-8()0-NISSAN-3  and  well  send 
\ou  Quest  Drive.  An  exciting 
driving  experience  on  video- 
tape featuring  remarkable 
innovations  your  whole 
laniih  will  enjoy.  Free. 

But,  hurry.  These 
tapes  may  go  faster  than 
the  minivan  itself. 


77//'  New  Nissan 

Quest 


NISSAN 


Its  lime  U.  expert  more 
from  a  minivan:' 

1-800-NISSAN-3,  ext.  106 


Yes.  Please  send  me  a  free 
Quest  Drive  videotape. 

Name 
Adfluss 

( :u\  Suite,  Zip 

(  1 

I'll.. IK-  " 

vehicles. 


We  have  (number) 
They  are  (make,  model,  year): 
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IPE  FOR  GROWTH: 
E  CENTRAL  BANKS 
NTY  OF  SLACK... 


^-term  economic  <;'rovvth  was  the 
)ic  occupying  center  .stage  as  many 
i  nation's  leading  economists  and 
d  bankers  from  around  the  world 
red  in  late  Atigust  at  a  symposium 
ared  by  the  Federal  Reserve  Bank 
isas  City  in  Jackson  Hole,  Wyo.  As 
roup  mulled  the  current  global 

and  the  slowdown  in  the  industri- 
rld's  expansion  since  the  1960s,  the 
asis  was  on  promoting  investment 
nan  and  physical  capital, 
one  presentation,  Lawrence  H. 
lers,  chief  economist  at  the  World 

and  J.  Bradford  De  Long  of  Har- 
L'niversity  linked  economic  growth 
political  variable:  the  degree  to 

a  central  bank  is  independent  of 
nment  control.  In  the  process,  they 
^ed  both  to  compliment  and,  by 
•ation,  to  admonish  the  two  cen- 
anks  that  currentlv  call  the  tune  on 


ERS:  POLITICALLY  CORRECT  CENTRAL 
!RS  DO  MORE  HARM  THAN  GOOD 


monetary  policy:  America's  Feder- 
ierve  and  Germany's  Bundesbank. 
;  more  independent  a  central  liank 
n  political  pressure,  the  more  like- 
ountry  is  to  keep  inflation  under 
say  Summers  and  DeLong.  Low, 
inflation  permits  businesses  to  in- 
or  the  long  run  without  fear  that  a 
surge  will  cause  authorities  to 
n  money  and  throw  the  economy 
everse.  At  the  same  time,  low  in- 
1  minimizes  price  distortions  that 
iv  efficiency.  Thus,  the  two  econo- 
find  that  countries  with  indepen- 
'  central  banks  tend  to  achieve 
3r  rates  of  productivity  growth. 


Simimei-s  and  De  Long  identify  the 
central  banks  of  Switzerland  and  Germa- 
ny as  ihv  most  independent  in  the  post- 
war era,  followed  l)y  the  U.  S.  Those 
three  coimtries  also  showed  the  lowest 
inflation  rates  from  1955  to  1990.  Least 
independent,  they  find,  were  the  cen- 
tral banks  of  Italy,  New  Zealand,  and 
Spain,  countries  wracked  l)y  the  highest 
inflation  rates  in  the  industrial  woi'ld. 

But  while  praising  the  U.  S.  and  Ger- 
man central  banks.  Summers  warns  that 
monetary  restraint  can  be  overdone.  He 
believes  that  current  inflation  rates  are 
far  more  acceptable  than  the  zero-infla- 
tion policies  often  espoused  by  repre- 
sentatives of  the  Bundesbank  anfl  the 
Fed.  "The  case  for  zero  inflation,  rather 
than  3%-to-4%  inflation,"  says  Summers, 
"is  at  best  unproven.  It  is  doul)tful  that 
zero  inflation  should  take  priority  over 
growth  anywhere  in  the  world." 


...AND  PUT  YOUR 
MONEY  INTO 
NEW  EQUIPMENT 


Wliile  low  inflation  provides  an  envi- 
ronment conducive  to  investment, 
perhaps  De  Long  and  Summers'  most 
startling  finding  was  the  "supernormal" 
positive  effect  of  investment  in  eciuip- 
ment  and  machinery  on  long-term 
growth.  Their  research,  covering  a  num- 
ber of  developing  and  industrial  nations 
from  1960  to  1985,  indicates  that  a  coun- 
try investing  5%  rather  than  2%  of  na- 
tional product  in  machinery  would  boost 
its  total  annual  output  by  about  20% 
after  25  years.  Indeed,  the  authors  at- 
trilnite  most  of  the  difference  t)etween 
.growth  in  the  U.  S.  and  Japan  to  Jaiian's 
far  higher  eciuipment  investment  level. 

Why  does  equipment  have  such  a 
huge  growth  payoff?  Summers  notes 
that  new  technologies  get  "embodied"  in 
new  types  of  machinery  and  equipment. 
So  a  country  that  spends  more  on  new 
machinery,  rather  than  office  buildings 
and  shopping  malls,  gets  more  of  the 
benefits  from  technological  advances. 
And  the  gains  from  equipment  invest- 
ment have  huge  spillover  effects  for  the 
rest  of  the  economy,  as  workers  and 
companies  acquire  skills  in  handling  and 
organizing  the  new  technologies. 

Because  Summers  and  De  Long  be- 
lieve equipment  investment  drives  long- 
term  growth,  they  advocate  a  perma- 
nent tax  credit  specifically  for  ecitiipment 
investment.  And  though  they  don't  press 
the  point,  such  a  policy  could  also  pro- 
vide needed  short-run  fiscal  stimulus  to 
the  lethargic  U.  S.  economy. 

With  Sci/})ioui-  Zitckc)-  111  Jackson  Hole, 

Wl/n. 


FOR  MOST  NATIONS, 
irS  PROSPERITY  FIRST, 
DEMOCRACY  LATER 


Is  democracy  a  catalyst  that  also  fos- 
ters economic  growth?  The  question  is 
more  than  academic:  The  two  powers 
thai  dominated  the  communi.st  world  for 
decades  have  adojited  radically  differ- 
ent approaches  in  seeking  to  spur  devel- 
opment. The  republics  of  the  former  So- 
viet Union  and  its  eastern  European 
satellites  have  stressed  widespread  dem- 
ocratic reforms  as  a  precondition  for  ec- 
onomic takeoff,  while  China  has  chosen 
to  limit  democracy  while  moving  toward 
a  market  economy. 

Over  the  long  term,  one  might  think 
that  the  former  Soviet  Union,  despite 
its  current  prolilems,  would  come  out 
ahead  in  this  race.  After  all,  political 
and  civil  liberties  would  seem  to  en- 
hance entrepreneurship  and  individual 
initiative  and  to  reinforce  the  contractu- 
al I'ights  that  permit  btisinesses  to  func- 
tion. And  all  of  the  leading  industrial 
nations  are  fully  dex'eloped  democracies. 

But  a  new  study  by  economist  John  F. 
Helliwell  of  the  University  of  British  Co- 
lumbia and  Harvard  University  suggests 
that  things  aren't  that  simple.  Helliwell 
analyzed  data  covering  real  per  capita 
income  and  the  level  of  democracy  in 
some  125  countries  for  each  year  from 
1976  to  1985.  Not  surprisingly,  he  found 
a  strong  correlation  l)etween  income  and 
democracy— that  is,  the  higher  the  level 
of  per  capita  income  in  a  coimtry,  the 
moi-e  likely  it  was  to  have  a  high  degree 
of  democracy. 

When  he  looked  at  the  (luestion  of 
whether  democracy  enhances  economic 
development  and  income  growth  or  is 
itself  pnmioted  by  such  growth,  how- 
ever, Helliwell  foimd  that  income  levels 
were  clearly  the  dominant  factor.  That 
is,  as  economies  grow  an<l  incomes  rise, 
nations  tend  to  adopt  democratic  re- 
forms. The  direct  effect  of  democracy 
on  growth,  on  the  other  hand,  seems  to 
be  negligible  or  slightly  negative,  al- 
though democracy  does  appear  to  lay 
the  groundwork  for  later  economic 
growth  by  fostering  education. 

As  Helliwell  puts  it:  "The  desire  for 
democracy  appears  to  be  highly  income- 
elastic,  l>ut  the  effect  of  democracy  on 
growth  seems  insignificant."  Such  find- 
ings suggest  that  the  pressure  for  fle- 
moci'acy  in  China  will  grow  if  its  eco- 
nomic reforms  prove  successful,  while 
democratic  refoi'ms  in  eastern  Europe, 
desirable  as  they  may  l)e  in  their  own 
right,  will  not  necessarily  help  in  the 
quest  foi-  economic  advancement. 
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BY  JAMES  C.  COOPER  AND  KATHLEEN  MADIGAN 


IIS  RECOVERY  FEELS 

m  LIKE  PURGATORY  THAN  PARADISE 


PEOPLE  AREN'T 
SPENDING  MOOD 


PERSONAL  INCOME 
LESS  TRANSFER 
PAYMENTS 


(ick  a  consumer  indicator,  any  consumer  indicator. 
Chances  are,  its  pei'formance  is  lagging  far  behind 
the  typical  pace  for  a  recovery.  That's  true  for 
income,  confidence,  liorrowing,  spending— you  name 
cause  consumers  buy  two-thirds  of  gross  domestic 
.ct,  it's  easy  to  see  why  this  economic  recovery 
!  more  like  economic  purgatory, 
put  the  problem  simply:  Household  finances  ai'e  a 
:.  The  process  of  fixing  them  is  painfully  slow  be- 
financial  resources  are  so  strained.  Excluding  the 
nment  dole,  inflation-adjusted  personal  income  is 
'owing  (chart).  Consumers  dare  not  dip  into  their  al- 
skimpy  savings.  And  for  households  with  heavy 
ng  debts,  more  borrowing  is  out  of  the  question— 
with  interest  rates  at  20-year  lows. 

The  balance-sheet  sins  of  the 
1980s  would  take  time  to  purge 
even  in  a  pe}){)ier  recovery.  But 
no  growth  in  private-sector  pay- 
rolls and  the  slowest  pace  of 
hourly  pay  in  4'/  years  have  left 
consumers  without  the  income 
gains  needed  to  get  back  on 
their  feet.  And  that  won't  change 
until  the  lal)or  markets  start  to 
generate  more  jol)s. 

One  glimmer  of  hope  on  the 
•ont:  Initial  claims  for  jobless  l)enefits  fell  in  the 
ended  Aug.  15  to  an  annual  rate  of  382,000— the  few- 
nearly  two  years.  If  claims  continue  to  run  l)elow 
)0  per  week,  they  would  be  signaling  at  least  a 
improvement  in  labor-market  conditions. 

LLETS  For  now,  though,  consumers  are  just  not 
'M'T  financially  able  to  spark  a  healthy  recov- 
)WING  ery.  .Judging  by  the  initial  readings  for 
'  FATTER  August,  that  inability  continues  to  hold 
luge  sectors  of  the  economy,  including  autos,  hous- 
nd  manufacturing  generally. 

'  latest  numbers  on  personal  income  show  why  con- 
's are  hurting.  Earnings  from  all  sources  rose  a 
it  0.2%  in  July.  Adjusting  for  inflation,  real  person- 
)me  is  up  a  scant  l.(i%  fi'om  a  year  ago.  Clearly,  that 
vill  not  support  much  of  a  gain  in  spending, 
vever,  the  performance  of  personal  income  is  really 
than  that.  Excluding  transfer  payments  such  as  So- 
■ecurity,  medicai'e,  and  unemployment  insurance, 
•ersonal  income  has  not  grown  at  all.  Government 
ts  have  accounted  for  all  of  the  advance  in  real  in- 
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come  from  a  year  ago,  while  earnings  from  wages,  rents, 
dividends,  and  intei'est  have  languished. 

Rental  income  in  September  will  take  a  big  hit  from 
Hurricane  Andrew,  as  it  did  in  1989  after  Hugo.  Andrew 
will  also  cause  temporally  fluctuations  in  such  indicators  as 
jobless  claims  and  commodity  pi'ices,  but  its  imiiact  on  the 
bi'oader  measures  of  economic  performance,  such  as  gross 
domestic  product,  will  be  negligible. 

In  terms  of  lost  income,  falling  interest  during  the  past 
year  and  a  half  has  Idown  its  own  ill  wind  over  Floi'ida 
and  the  rest  of  the  nation  as  well.  Since  hitting  a  recoi'd  in 
December,  1990,  interest  income  has  dropi)ed  by  some  S35 
billion— the  steepest  slide  in  the  postwar  era.  Interest 
accounts  for  more  than  13%  of  personal  income,  and  many 
retirees  have  been  hit  hard.  In  the  aggregate,  interest  in- 
come lost  because  of  lower  rates  largely  offsets  the  extra 
l)uying  power  that  consumers  ai'e  getting  by  refinancing 
their  debts  at  lower  rates. 


COSTS  ARE 
BEING 
CUT— SO 
ARE  JOBS 


PROFIT  MARGINS 
ARE  IMPROVING 


To  be  sui'e,  many  households  are  doing 
penance  for  their  financial  sins,  !)ut  manu- 
facturers and  builders  are  suffering  as 
well.  Ti'ue,  corporate  profits  look  a  lot 
better.  But  weak  consumer  demand  has  kept  companies 
from  moving  ahead  on  production  increases,  new  capital 
projects,  and  inventory  building.  Until  spending  shows 
moi'e  life,  production  will  continue  to  move  sideways, 
and  future  growth  in  profits  will  l)e  at  risk. 

One  of  the  reasons  that  per- 
sonal income  isn't  growing  is  the 
dichotomy  between  sagging 
household  earnings  and  I'ising 
corporate  profits.  Despite  weak 
demand,  companies  are  lifting 
profits  l)y  cutting  costs— a  eui)he- 
mism  for  eliminating  jobs. 

Before-tax  operating  profits  of 
IJ.  S.  corporations  rose  1.7%  in 
the  second  tjuarter,  to  $390.9  bil- 
lion, according  to  the  Commerce 
Dept.  The  gain  followefl  a  10.(i%  jump  in  the  first  ([uarter, 
and  earnings  are  up  12.5%  from  a  year  ago— the  first 
doul)le-digit  annual  rise  in  S'A  years. 

A  key  factor  in  this  success:  Companies  are  lifting 
their  profit  margins,  liecause  unit  labor  costs  have  sk)wed 
even  more  than  jirices.  Mai'gins  of  nonfinancial  companies 
have  risen  for  three  consecutive  ({uarters  (chart).  Last 
(juartei-,  they  were  the  highest  in  two  yeai's. 

But  in  spite  of  healthier  profits,  slack  business  condi- 


PROFITS  AS  A  PERCENTAGE 
OF  CORPORATE  OUTPUT 
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INDUSTRY  IS  STUCK 
IN  A  RUT 


iAN  '91  AUG  92 

▲  PfRCENI  REPORTING  IMPROVEMENT 
DATA.  NAIIONAl  ASSOCIATION  Of 
PURCHASING  MANAGEMENT 


tions  remained  tlie  norm  in  August.  The  National  Associ- 
ation of  Purchasing  Management's  index  of  industrial  ac- 
tivity slipped  to  53.7%  last  month,  from  54.2%  in  .July 
(chart).  The  reading  suggests  that  the  manufacturing  sec- 
tor is  growing,  but  at  a  negligible  pace. 

That  was  also  the  message 
from  the  government's  July  data 
on  manufacturing.  Factory  or- 
ders slipped  1.1%.  Durable  goods 
orders  dropped  by  3.2%,  worse 
than  the  2.3%  decline  originally 
reported.  Factory  inventories  re- 
mained very  lean.  They  were 
flat  in  July,  and  a  0.4%  rise  in 
shipments  pushed  the  ratio  of 
stock  levels  to  sales  down  to  a 
13-year  low. 

The  strike  at  Cleneral  Motors  Corp.  is  likely  to  show  up 
in  the  factory  data  for  Septeml^er  (i)age  28).  If  the  affect- 
ed })lants  reopen  l)y  the  second  week  in  Se])tembei',  CM 
will  lose  only  about  5%  of  its  September  car  {)roduction 
and  al:)out  4%  of  its  truck  outi)ut,  according  to  Ward's 
Communications  in  Detroit.  But  imless  the  strike  is  pro- 
tracted, its  drag  on  the  economy  will  l)e  small. 

BUILDING  Manufacturers  aren't  the  only  ones  suffer- 

SHOULD  ing,  though.  Builders  are  also  having  a 

MAKE  A  tough  time.  Construction  spending  fell 

COMEBACK  Qj^o/^  j„  j^iiy^                .■^  q  ^o,^  decline  in 

June.  Builders  are  sure  to  get  some  help  when  Florida  and 
Louisiana  rebuild  from  Hurricane  Andrew.  But  the  ef- 
fect will  be  spread  out  over  many  months. 

For  l)uilders  elsewhere,  lower  mortgage  rates  and  bet- 
ter' job  gi'owth  are  the  tonics  needed  for  a  faster  pace  of 
business.  The  housing  recovery  hit  a  plateau  in  the  sjiring, 
l)ut  the  steep  decline  in  mortgage  rates  in  July  and  Au- 
gust suggests  that  the  sector  may  be  reviving. 

In  July,  sales  of  new  single-family  homes  di'opped  2.(i%,, 


to  an  annual  rate  of  5()3,000.  But  mortgage  r-ates  sta 
to  fall  in  July.  They  hit  a  19-year  low  of  7.95%  by  mid 
gust,  touching  off  a  spurt  of  mortgage  applications 
home  pur'chase.  That  means  home  sales  should  regi 
healthy  gains,  probably  in  August  and  Septeml)er.  Arn 
creased  spending  on  residential  construction  should  ad 
economic  growth  in  the  third  quarter-. 

But  that  doesn't  mean  the  economy  will  expand  rap 
The  government's  index  of  11  leading  indicators,  w 
foreshadow  future  growth,  rose  a  slim  0.1%  in  July,  ; 
falling  0.3%  in  June  (chart).  The  biggest  decliner 
July— unfilled  factory  orders,  changes  in  materials  pr 
and  contracts  for  plant  and  equipment— all  unders 
the  softness  in  demand  in  the  third  quarter. 

In  fact,  domestic  spending  was 
weaker  last  quarter  than  was 
first  thought.  The  Commerce 
Dept.'s  revisions  to  the  r-eal 
gross  domestic  product  confir'med 
that  the  economy  grew  at  an 
aneriiic  1.4%  annual  rate  in  the 
second  (juarter'.  But  final  demand 
was  weaker,  falling  at  a  0.4% 
pace,  instead  of  the  0.3%  rise 
originally  r*eported. 

Inventories,     especially  in 
wholesale  and  r-etail  tr-ade.  offset  that  weakness, 
grew  much  faster  than  first  thought,  as  did  impor'ts. 
mix  suggests  that  much  of  the  inventory  r'ise  last  qu: 
came  from  imports,  not  from  domestic  production, 
means  the  inventory  spurt  will  not  cause  U.  S.  factor'i^ 
cut  output. 

Still,  manufactui'er's  will  not  gear  up  pi'oduction 
consumer's  get  back  on  their  feet.  To  I'egain  their  bal; 
many  households  are  abstaining  from  debt  and  exce; 
spending.  That  will  shore  up  balance  sheets  and  imp 
the  savings  rate.  But  the  hair  shirt  of  feeble  der 
will  onlv  (h'ag  out  this  economy's  suffer'ing. 


THE  SIGNS  POIN 
TO  SLOW  GR0W1 
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LEADING  INDICATO 
INDEX 


A  MONTHLY  PERCENT  CHANGE 
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THE  WEEK  AHEAD 


INSTALLMENT  CREDIT 


Tuesdai/,  Sept.  8 

Consumer's  continue  to  par'e  away  at 
their  piles  of  debt.  Economists  surveyed 
by  MMS  Inter'national,  a  division  of 
McGraw-Hill  Inc.,  expect  that  insiall- 
ment  ci'edit  fell  by  $1  billion  in  July. 
That  would  l)e  the  sixth  consecutive 
dr'op,  including  a  $1  l)illion  decline  in 
June.  Slumping  car-  sales  suggest  that 
auto  financing  likely  fell  again.  That 
would  offset  a  i)r'<)l)able  small  gain  in 
revolvinji:  cr'edit. 


CAPITAL  SPENDING 


TIntrsddt/,  Svpt.  10,  H:S()  luin. 
The  Commer'ce  Dept.'s  survey  of  capital- 
spending  plans,  done  in  July  and  Au- 


gust, will  likely  show  little  change  fr'om 
the  previous  report  comjjleted  in  the 
spi'ing.  Companies  pr'ol)ably  still  plan  to 
raise  their  investments  on  new  plant 
and  equipment  by  4.7%  for  all  of  1992. 
However,  the  biggest  increases  were 
slated  for  the  first  and  second  cjuarter's. 
The  second  half  of  this  year  will  see 
only  a  meager  gain.  Capital  spending 
(Ir-opped  by  0.6%  in  1991. 

MONEY  SUPPLY  

Til insddi/,  Sept.  10,  Jf:45  p.m. 
The  MMS  ecpnomists  expect  that  the 
most  widely  followed  measure  of  the 
money  supply,  M2,  rose  by  $8  billion  in 
August,  after  falling  by  $2.8  billion  in 
July.  M2  growth,  however,  remains  far 
shor-t  of  the  PVderal  Reserve's  tai'get 


gr'owth  I'ates  of  2..5%  and  6.5%;.  In 
even  with  the  expected  gain  in  Au 
M2  would  be  about  $28  billion  \ 
the  lower-  end  of  the  tar'get  range. 

PRODUCER  PRICE  INDEX 

Friddi/,  Sept.  11,  8:30  cum. 
Pr'oducer'  p)rices  of  finished  goods 
ably  incr'eased  by  just  0.2%  in  Arj 
after  a  0.1%  gain  in  July.  Exckidinji 
and  ener'gy,  the  MMS  for'ecast  als 
pects  a  0.2%  rise  in  prices  in  Ai 
That  woirld  be  the  same  modest  ad 
as  in  July.  Inflation  at  the  pr'oduce 
el  r'emains  exti'emely  tame.  Ove 
past  year,  the  total  index  is  ui 
1.8%.  And  excluding  the  volatile 
and  energy  components,  producer 
have  gr'own  by  just  2.6%.. 
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;  likely  to  contribute  to  the  effort, 
nk  sources  say  they  themselves 
.ise  as  much  as  $24  billion. 

small  companies  gripiiij^  that 
an't  obtain  loans  at  any  price, 
are  already  beginning  to  pare 
close  branches,  and  reduce  ex- 
as  the  political  price  of  receiving 
aid.  Dai-Ichi  Kangyo  Bank  Ltd., 


the  world's  biggest  lender,  on  Sept.  1 
said  it  would  squeeze  $800  million  out  of 
its  computer  budget  and  force  top  execu- 
tives to  take  pay  cuts  of  5'/ .  "We  should 
blame  ourselves  for  mismanagement," 
admits  DKB  Managing  Director  Hisao 
Kobayashi.  "We  don't  believe  that  a  di- 
vine wind  will  take  care  of  everything." 
As  the  Japanese  economy  struggles  to 


regain  its  lost  momentum,  banks  aren't 
going  to  be  the  only  ones  enduring  a 
measure  of  pain.  Still,  the  government's 
$87  billion  program  is  a  necessary  first 
step.  Even  if  the  economy  doesn't  kick  in 
as  rapidly  as  some  hope,  chances  .are 
that  Miyazawa's  deft  move  will  keep 
things  from  growing  even  worse. 

By  Kareti  Loivry  Miller  in  Tokyo 


\  HAVEN'T  HIT  THE  BOTTOM 
IND  WON'T  UNTIL  1993' 


mia's  austere  budget  will  only  make  its  dismal  economy  worse 


fter  64  days,  a  key  veto,  and  end- 
less wrangling,  the  worst  fiscal 
.crisis  in  California's  history  end- 
lept.  2,  with  the  legislative  ecjuiva- 
■  a  whimper.  Tired  lawmakers, 

)  Corp.,  a  company  in  Richland 
ex.,  that  rings  up  $45  million  a 

.llino-   min-nnpr-f,tpH  amusement 


and  the  defense  industry  will  lay  off 
perhaps  an  additional  25,000,  predicts 
David  Hensley,  an  economist  at  the  Uni- 
versity of  California  at  Los  Angeles. 
That  could  very  well  bring  a  future 

industry,  Rockwell  International  Corp. 
will  sell  more  door  latches,  sunroofs,  and 
window  mechanisms.  It  already  plans  to 


bottom— and  won't  until  1993." 
i  Wilson  got  his  budget,  it's  one 
asumes  that  the  California  econo- 
I  rebound  this  year,  bringing  job 

and  additional  tax  revenues, 
unlikely  to  happen.  Instead,  state 
:al  governments  will  lose  50,000 

more  by  the  end  of  next  year. 


current  drawn-out  affair  look  like  a  frol- 
ic on  a  California  beach.  For  one  thing, 
with  elections  approaching,  both  sides 
carefully  avoided  a  tax  hike.  Next  time 
around,  taxes  will  be  on  the  table.  That 
will  fracture  an  already  shaky  coalition 
of  Republican  Wilson  and  the  Democrat- 
controlled  assembly. 


And  it  will  further  erode  the  state's 
fast-fleeing  economic  base  by  zajjping 
employers.  Business,  which  got  slammed 
with  big  taxes  to  balance  last  year's  bud- 
get, figures  it  got  lucky  this  year.  "The 
politicians  recognized  that  it's  politically 
unacceptable  in  an  election  year  to  tax 
business,"  says  Allan  S.  Zaremberg,  se- 
nior vice-president  of  the  California 
Chamber  of  Commerce. 
EXODUS.  Tax  hikes  next  year  can  only 
worsen  the  situation.  In  preliminary 
findings  of  a  study  by  five  California 
utilities,  the  business  climate  was  the 
overwhelming  reason  companies  left  the 
state.  The  report  says  that  California 

economy.  Because  of  NAFTA,  Mexicans 
assembling  televisions,  stereos,  and  com- 
puters from  mocfliT   Aoio.,  — ' 

-  Cards  Ltd.,  U.K.  "The 
integrated  modules 
work  together  to  give  us  a  single, 
comprehensive  solution.  And  it's 
very  easy  to  tailor  Masterpiece  to 
meet  all  of  our  specific  needs." 

Atherton  is  so  pleased. 
Hallmark  is  a  beta  test  site  for  new 
versions  of  the  software.  "It's  great 
to  see  their  powerful  new  features- 
especially  the 
ones  I  recom- 
mended myself. 

"There's 
something  spe- 
cial about  CA's 
commitment  to 
R&D,"  he  adds. 
"They  don't  just 
spend  millions  of 
dollars;  they  spend  thousands  of 
hours  listening  to  what  their  clients 
want,  too." 

What's  the  best  way  to  sum  it 
all  up? 

"CA.  They  care  enough  to  deliver 
the  very  best." 

risSOQATES 

Software  superior  by  design. 

"  Computer ,\ssotuiiL-s International,  Int. .One Computer 
Associates  Plaza,  Islandia,  NY  1 1 788-70ai.  I  800CALLCA1. 
All  product  names  referenced  herein  are  trademarks  of'tlieir 
respective  companies. 


Andy  Atherton,  Chief  Accountant 
Of  Hallmark  Cards  Ltd. ,  U.K. , 

IS  NEVER  AT  A  LOSS  FOR  WORDS 
WHEN  IT  COMES  TO  DESCRIBING  THE 
BENEFITS  OF  MASTERPIECE, 
THE  MOST  ADVANCED  FINANCIAL 
MANAGEMENT  SOFTWARE 
EVER  DEVELOPED. 


business  Outloo 


INDUSTRY  IS  STUCK 
IN  A  RUT 


tions  remained  the  norm  in  August.  The  National  Associ 
ation  of  Purchasing  Management's  index  of  industrial  ac- 
tivity slipped  to  53.7%  last  month,  fr'om  54.2%  in  July 
(chart).  The  reading  suggests  that  the  manufacturing  sec- 
tor is  growing,  but  at  a  negligible  pace. 

That  was  also  the  message 
fi'om  the  governments  July  data 
on  manufacturing.  Factory  or- 
tlers  slipped  1.1%.  Durable  goods 
orders  dropped  by  3.2%,  worse 
than  the  2.3%  decline  originally 
i-epoiled.  Factory  inventories  re- 
mained very  lean.  They  were 
flat  in  July,  and  a  0.4%  rise  in 
shipments  pushed  the  ratio  of 
stock  levels  to  sales  down  to  a 
13-year  low. 

The  strike  at  (leneral  Motors  Cor]),  is  likely  to  show  up 
in  the  factory  data  for  Septeml)ei-  (page  28).  If  the  affect- 
ed plants  reopen  by  the  second  week  in  Septeml)er,  CM 
will  lose  only  alxjut  5%  of  its  September  car  pr-oduction 
and  about  4%  of  its  truck  outi)ut,  according  to  Ward's 
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to  an  annual  rate  of  5(>3,()()0.  But  mortgage  rates  st; 
to  fall  in  July.  They  hit  a  19-year  low  of  7.95%  by  mii 
gust,  touching  off  a  spurt  of  mortgage  application 
home  purchase.  That  means  home  sales  should  reg 
healthy  gains,  probably  in  August  and  September.  Ar 
creased  spending  on  residential  construction  should  ai 
economic  growth  in  the  third  quarter. 

But  that  doesn't  mean  the  economy  will  expand  ra] 
The  government's  index  of  11  leading  indicators,  v 
foreshadow  future  growth,  rose  a  slim  0.1%,  in  July, 
falling  0.3%  in  June  (chart).  The  biggest  declinei 
July-unfilled  factory  orders,  changes  in  materials  pi 
and  contracts  for  plant  and  equipment-all  unders 
the  softness  in  demand  in  the  third  quarter. 

In  fact,  domestic  spending  was 
weaker  last  quarter  than  was 
first  thought.  The  Commerce 
Dept.'s  revisions  to  the  real 
gross  domestic  product  confirmed 
that  the  economy  grew  at  an 
anemic  1.4%,  annual  rate  in  the 
second  quarter.  But  final  demand      ...  L   _  nn 
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FREE  TRADE? 

THEY  CAN  HARDLY  WAIl 

HOW  SOME  COMPANIES  ARE  GEARING  UP  TO  MAKE  THE  MOST  OF  NAFTA 


The  Blue  Diamond  Growers  didn't 
wait  until  the  North  American 
Free  Trade  Agreement  was  for- 
mally signed  before  flavoring  its  cocktail 
almonds  with  chili  peppers,  cheese,  and 
lemons  to  appeal  to  south-of-the-border 
tastes.  "Nuts  are  very  popular  in  Mexi- 
co," explains  Walt  Payne,  president  of 
the  4,500-member  Sacramento  almond 
cooperative.  "We  figure  our  almonds 
will  fit  right  in." 

By  January,  1994,  when  NAfTA  is 
scheduled  to  eliminate  the  257^  tariff  on 
U.  S.  almonds.  Blue  Diamond  aims  to  be 
dropped  onto  every  tray-table  on  every 
major  commercial  airliner  flying  over 
Mexico.  Meanwhile,  it's  designing  a  label 
for  Latin  American  consumers  and 
working  on  a  marketing  plan  with  two 
Mexican  consulting  firms.  California's 
happy  almond  growers  expect  retail 
sales  in  Mexico  to  grow  more  than  507' 
in  the  next  12  months. 

In  Washington  and  on  the  campaign 
trail,  iMAFTA  is  the  stuff  of  controversy, 
as  politicians  argue  about  how  many 
jobs  it  will  create  or  destroy.  Democrats, 
led  by  House  Majority  Leader  Richard 
A.  Gephardt  (Mo.),  have  threatened  to 


hold  up  the  congressional  approval  the 
Bush  Administration  needs  unless  Mexi- 
co corrects  human-rights,  labor-rights, 
and  environmental  abuses.  The  first 
hearings  on  NAFTA  start  on  Sept.  8, 
when  the  final  draft  of  the  agreement 
will  be  made  public. 

BLOCKBUSTER.  To  U.  S.  businesses  such 
as  Blue  Diamond,  though,  the  sound  and 
fury  from  Capitol  Hill  signifies  little. 
Companies  see  the  pact  as  simply  a  polit- 
ical acknowledgment  of  a  market  that's 
even  now  taking  shape.  American  and 
Canadian  companies  have  already  laid 
the  groundwork  for  the  official  advent 
of  the  world's  largest  free-trade  zone, 
encompassing  360  million  people  and  a 
combined  economy  of  $6  trillion.  Antici- 
pation of  lowered  import  barriers,  cou- 
pled with  Mexico's  economic  reforms 

MONEY  SUPPLY  

TInirsduf/,  Si'pt.  10,  4:J,5  p.m. 
The  MMS  economists  expect  that  the 
most  widely  followed  measure  of  the 
money  sLii)ply,  M2,  i-ose  by  $8  billion  in 
August,  after  falling  by  $2.8  billion  in 
July.  M2  growth,  however,  remains  far- 
short  of  the  Federal  Reserve's  target 


and  capital-spending  boom,  has  spj 
a  3007  hike  in  U.  S.  exports  to  M 
over  the  past  five  years.  Mexican! 
buy  more  per  capita  from  the  U.  S 
do  citizens  of  the  European  Coir 
ty — $350  a  year  vs.  $266. 

Mexican  trade  has  been  one  of  tl 
sources  of  growth  for  the  sluggisl 
economy.  While  Mexico  accounts  f( 
than  .57  of  the  North  American  ir 
it  will  provide  about  157  of  the  « 
growth  this  year,  says  the  Conf 
Board.  Mexican  capital  spending 
jected  to  surge  147  in  1992,  whili 
ness  outlays  through  1995  should 
nearly  three  times  as  fast  as  in  th 
No  wonder  U.  S.  multinational,' 
long  had  their  eye  on  the  Mexica 
ket.  Now,  many  smaller,  more  en 
neurial  companies  are  jumping  in 
and  enei-gy,  the  MMs  lorecHSl 
l)ects  a  ().27o  rise  in  prices  in  Aii 
That  would  be  the  same  modest  adi 
as  in  July.  Inflation  at  the  producei 
el  remains  extremely  tame.  Ovei 
past  year,  the  total  index  is  up 
1.8%.  And  excluding  the  volatile 
and  energy  comtionents,  producer  { 
have  grown  l)y  just  2.67o. 
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;  likely  to  contribute  to  the  effort, 
.nk  sources  say  they  themselves 
lise  as  much  as  $24  billion. 

small  companies  j^riping  that 
an't  obtain  loans  at  any  price, 
are  already  beginning  to  pare 
close  branches,  and  reduce  ex- 
as  the  political  price  of  receiving 
aid.  Dai-Ichi  Kangyo  Bank  Ltd., 


the  world's  biggest  lender,  on  Sept.  1 
said  it  would  squeeze  $800  million  out  of 
its  computer  budget  and  force  top  execu- 
tives to  take  pay  cuts  of  57' .  "We  should 
blame  ourselves  for  mismanagement," 
admits  DKB  Managing  Director  Hisao 
Kobayashi.  "We  don't  believe  that  a  di- 
vine wind  will  take  care  of  everything." 
As  the  Japanese  economy  struggles  to 


regain  its  lost  momentum,  banks  aren't 
going  to  be  the  only  ones  enduring  a 
measure  of  pain.  Still,  the  government's 
$87  billion  program  is  a  necessary  first 
step.  Even  if  the  economy  doesn't  kick  in 
as  rapidly  as  some  hope,  chances  are 
that  Miyazawa's  deft  move  will  keep 
things  from  growing  even  worse. 

By  Karen  Loivrij  Miller  in  Tokyo 


\  HAVEN'T  HIT  THE  BOTTOM 
IND  WON'T  UNTIL  1993' 


rnia's  austere  budget  will  only  make  its  dismal  economy  worse 


fter  64  days,  a  key  veto,  and  end- 
less wrangling,  the  worst  fiscal 
1  crisis  in  California's  history  end- 
lept.  2,  with  the  legislative  equiva- 
'  a  whimper.  Tired  lawmakers, 

I  Corp.,  a  company  in  Richland 
3x.,  that  rings  up  $45  million  a 
lling  coin-operated  amusement 
Dynamo  already  ships  some  15% 
itput  to  Canada  and  Mexico.  The 
ion  of  a  20%  tariff  in  Mexico  will 
e  games  cheaper,  and  the  higher 
wages  the  trade  pact  promises 
)rovide  extra  pesos  to  drop  into 
"s  pool  tables,  air-hockey  ma- 
and  video  games.  "Although 
oing  to  get  some  competition, 
jry  bullish  about  our  ability  to 
says  Vice-President  Mark  L. 

Mexico's  dire  pollution  presents 
)rtunity.  Mesa  Inc.  Chief  T. 
'ickens  plans  to  provide  natural- 
omotive  technology  to  Mexico 
clear  up  the  filthy  air.  Allied- 
nc.  is  building  a  $4  million  plant 
L,uis  Potosi  to  manufacture  the 
,'hting  catalytic  converters  that 
itually  be  required  for  all  Mexi- 
uced  autos. 

!  UP.  Heavyweight  U.  S.  export- 
also  bullish  on  Mexico.  Caterpil- 
which  in  1983  sold  only  12  pieces 
construction  equipment  to  Mex- 
ped  1,200  there  last  year.  NAFTA 
lOve  tariffs  of  15%"  to  20%  on 
merican  equipment  sold  in  Mexi- 
•  maintaining  duties  against  Jap- 
/al  Komatsu  Ltd.  And  as  protec- 
e  lifted  from  the  Mexican  car 


and  the  defense  industry  will  lay  off 
perhaps  an  additional  25,000,  predicts 
David  Hensley,  an  economist  at  the  Uni- 
versity of  California  at  Los  Angeles. 
That  could  very  well  bring  a  future 

industry,  Rockwell  International  Corp. 
will  sell  more  door  latches,  sunroofs,  and 
window  mechanisms.  It  already  plans  to 
build  a  new  plant  in  Mexico. 

Canadian  auto  parts  suppliers  are  also 
raring  to  go.  Magna  International  Inc., 
Canada's  largest  parts  maker,  is  build- 
ing its  first  Mexican  production  facility 
near  a  Volkswagen  assembly  plant  in 
Puebla. 

Likewise,  another  big  Canadian  com- 
pany, Northern  Telecom  Ltd.,  senses  a 
giant  opportunity.  Northern,  which  in 
1988  had  only  10  employees  in  Mexico, 
now  has  100  Mexican  workers  and  plans 
to  build  sales  from  an  estimated  $200 
million  now  to  $500  million  by  the  mid- 
1990s.  That's  not  unreasonable,  since  in- 
dustry experts  foresee  the  Mexican  tele- 
communications market  expanding  at  a 
15'^f  annual  clip. 

Canadian  lumber  producers  also  are 
counting  on  the  expected  removal  of  re- 
strictions on  exports  to  Mexico.  "Our 
very  existence  depends  on  export  mar- 
kets," says  Michael  Apsey,  CEO  of  the 
Council  of  Forest  Industries  of  British 
Columbia.  As  a  result,  predicts  Apsey, 
the  relatively  small  Mexican  market 
"will  become  significant  for  us." 

Not  everyone  is  so  pleased  with  the 
agreement,  of  course  (table).  The  ma- 
quiladora  industry,  with  some  2,000 
manufacturing  plants  employing  500,000 
in  northern  Mexico,  is  vital  to  the  border 


bottom— and  won't  until  1993." 
3  Wilson  got  his  budget,  it's  one 
esumes  that  the  California  econo- 
l  rebound  this  year,  bringing  job 

and  additional  tax  revenues, 
unlikely  to  happen.  Instead,  state 
;al  governments  will  lose  50,000 

more  by  the  end  of  next  year. 


current  drawn-out  affair  look  like  a  frol- 
ic on  a  California  beach.  For  one  thing, 
with  elections  approaching,  both  sides 
carefully  avoided  a  tax  hike.  Next  time 
around,  taxes  will  be  on  the  table.  That 
will  fracture  an  already  shaky  coalition 
of  Republican  Wilson  and  the  Democrat- 
controlled  assembly. 


And  it  will  further  erode  the  state's 
fast-fleeing  economic  base  by  zapping 
employers.  Business,  which  got  slammed 
with  big  taxes  to  balance  last  year's  bud- 
get, figures  it  got  lucky  this  year.  "The 
politicians  recognized  that  it's  politically 
unacceptable  in  an  election  year  to  tax 
business,"  says  Allan  S.  Zaremberg,  se- 
nior vice-president  of  the  California 
Chamber  of  Commerce. 
EXODUS.  Tax  hikes  next  year  can  only 
worsen  the  situation.  In  preliminary 
findings  of  a  study  by  five  California 
utilities,  the  business  climate  was  the 
overwhelming  reason  companies  left  the 
state.  The  report  says  that  California 

economy.  Because  of  NAFTA,  Mexicans 
assembling  televisions,  stereos,  and  com- 
puters from  mostly  Asian  components 
will  find  themselves  at  a  disadvantage. 
They'll  pay  a  157  tariff  on  imported 
Asian  gear,  while  not  qualifying  for 
duty-free  entry  into  the  U.  S.  "We  have 
a  whole  new  set  of  rules  and  regulations 
we  have  to  learn,"  says  Charles  H.  Dod- 
son,  founder  of  Elamex,  an  El  Paso  com- 
pany that  operates  15  maquiladoras. 
'PEONS.'  Some  U.  S.  farmers  will  also  be 
hurt.  The  9V'4(t-per-liter  tariff  on  frozen 
orange  juice  will  enjoy  the  longest 
phaseout  of  any  product — 15  years — but 
that's  no  comfort  to  Gilbert  Bowen,  a 
Florida  fruit  farmer  for  40  years.  "It 
may  not  put  us  under,  but  it  will  make 
my  children  and  grandchildren  peons," 
he  says.  Pickers'  wage  rates  in  Mexico 
are  just  12'-^  of  those  in  the  U.  S.,  accord- 
ing to  Agriculture  Dept.  estimates,  while 
the  growing  season  there  is  longer. 

In  the  end,  however,  even  American 
agriculture  should  be  a  big  winner.  It 
will  probably  be  a  decade  or  more  before 
Mexican  farms  have  the  economies  of 
scale,  mechanization,  and  distribution 
systems  to  contend  with  U.  S.  farmers. 

In  fact,  low  wages  alone  can't  make 
any  inefficient  Mexican  business  into  a 
fearsome  competitor.  With  the  world's 
largest  economy  and  its  most  diversified 
and  flexible  manufacturing  base,  the 
U.  S.  is  well  positioned  to  benefit  from 
free-trade  pacts.  These  days,  when  Yan- 
kee companies  look  across  the  Mexican 
border,  they  see  the  Big  Pihata — and 
they're  lining  up  to  take  a  swing. 

By  Paul  Magnusson  in  Washington,  with 
William  C.  Symonds  in  Toronto,  Stephen 
Baker  in  Mexico  City,  S.  Lyyine  Walker  in 
San  Diego,  Calif.,  Wendy  Zellner  in  Dallas, 
and  bureau  reports 
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tions  remained  the  norm  in  August.  The  National  Associ- 
ation of  Purchasing  Management's  index  of  industrial  ac- 
tivity slipped  to  53.7%  last  month,  from  54.2%  in  July 
(chart).  The  reading  suggests  that  the  manufacturing  sec- 
tor is  growing,  but  at  a  negligible  pace. 

That  was  also  the  message 
from  the  government's  July  data 
on  manufacturing.  Factory  or- 
ders slipped  1.1%.  Durable  goods 
oi'ders  dropped  by  3.2%,  worse 
than  the  2.3%  decline  originally 
reported.  Factory  inventories  re- 
mained very  lean.  They  were 
flat  in  July,  and  a  0.4%  rise  in 
shipments  pushed  the  ratio  of 
stock  levels  to  sales  down  to  a 
13-year  low. 

The  strike  at  General  Motors  Corp.  is  likely  to  show  up 
in  the  factory  data  for  September  (page  28).  If  the  affect- 
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A  PERCENT  REPORTING  IMPROVEMENT 
DATA  NATIONAL  ASSOCIATION  Of 
PURCHASING  MANAGEMENT 


to  an  annual  rate  of  5(53, 000.  But  mortgage  rates  st;i 
to  fall  in  July.  They  hit  a  19-year  low  of  7.95%  by  mici 
gust,  touching  off  a  spurt  of  mortgage  application 
home  purchase.  That  means  home  sales  should  reg 
healthy  gains,  probably  in  August  and  September.  An 
creased  spending  on  residential  construction  should  ai 
economic  growth  in  the  third  quarter. 

But  that  doesn't  mean  the  economy  will  expand  rai 
The  government's  index  of  11  leading  indicators,  vv 
foreshadow  future  growth,  rose  a  slim  0.1%  in  July,  ^ 
falling  0.3%  in  June  (chart).  The  biggest  declinerl 
July— unfilled  factory  orders,  changes  in  materials  pri 
and  contracts  for  plant  and  eciuipment— all  undersi 
the  softness  in  demand  in  the  third  tiuartei-.  ^ 

\n  fact,  domestic  spending  was 
weaker  last  quarter  than  was 
first  thought.  The  Commerce 
Dept.'s  revisions  to  the  real 
gToss  domestic  i)roduct  confirmed 
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WILL  JAPAH'S  $87  BILLION 
CASH  INJECTION  STOP  THE  PAIN? 


A  little.  But  corporate  malaise  all  but  kills  hope  for  a  strong  recovery 


"It  was  an  enormous  coordination  ef- 
fort. There  is  no  way  we  could  have  let 
confidence  be  destroyed. " 

— Eisuke  Sakakibara 
Deputy  Director-General 
Japanese  Finance  Ministry 

Welcome  to  crisis  management, 
Tokyo-style.  Despite  wails 
from  stock  traders  and  prop- 
erty investors,  Japan's  financial  techno- 
crats have  spent  three  years  squeezing 
out  the  speculative  excesses  of  the 
1980s.  But  when  the  regulators'  purge 
began  hitting  blue-chip  manufacturers 
and  ordinary  consumers,  the  bureau- 
crats had  to  do  an  about-face.  On  Aug. 
28,  after  the  Nikkei  stock  average  fell 
below  1.5,000  for  the  first  time  since 
1986,  Prime  Minister  Kiichi  Miyazawa 
unveiled  an  $87  billion  plan  to  pull  the 
economy  out  of  its  funk.  The  product  of 
scrambling  among  Fi- 
nance Ministry  aides 
and  political  bigwigs, 
it's  Japan's  largest 
stimulus  effort  ever. 

Miyazawa's  economic 
fix  (table),  centered  on 
massive  public-works 
spending  and  aid  for 
banks  and  the  real  es- 
tate market,  should  halt 
the  country's  economic 
tailspin.  But  whether  it 


can  quickly  result  in  the  3.5%-a-year 
growth  the  government  desires  is  anoth- 
er matter.  With  707f  of  the  stimulus  plan 
not  due  to  kick  in  until  the  fiscal  year 
beginning  next  April,  economist  Geof- 
frey Barker  at  Baring  Securities  (Japan) 
Ltd.,  thinks  the  Japanese  economy  will 
grow  a  mere  1.57'  in  1992. 

To  further  fuel  Miyazawa's  efforts, 
the  Bank  of  Japan  may  cut  its  3  Re- 
discount rate  by  another  quarter-point 
this  month.  And  although  tax  revenues 
are  expected  to  be  down  .$40  billion  this 
year,  Yuji  Tsushima,  chief  fiscal-policy 
guru  of  the  ruling  Liberal-Democratic 
Party,  thinks  the  Finance  Ministry  may 
have  to  slash  corporate  taxes.  "As  a  last 
resort,"  he  adds,  the  government  may 
have  to  buy  Tokyo  Stock  Exchange 
shares  should  the  Nikkei  plunge  again. 

Still,  Japan's  corporate  malaise  almost 
guarantees  that  a  strong  recovery  is  a 


26  BUSINESS  WEEK 


TOKYO'S  PLANS  TO 
PRIME  THE  PUMP... 

Billions  of  dollars 


23,0 


...GIVE  HOPE  TO  THE 
BATTERED  STOCK  MARKET 

Arz  


Public  works  projMONEY  SUPPLY  

Business  loans    Thursday,  Sept.  10,  Ji.:45  p.m. 
Land  purchases  The  MMS  economists  expect  that  the 
Housing  most  widely  followed  measure  of  the 

Education  and  re  money  supply,  M2,  ro.se  by  $8  billion  in 
Stock  purchases  August,  after  falling  by  $2.8  billion  in 
Newpublic-utilit)  '"'y-       Ki-owth,  however,  remains  far 


Corporate  tax  br 


short  of  the  Federal  Reserve's  target 


LEADING  INDICATOR 
[NDEX 

feur-driven  Toyota  for  a  30-m 
heart-to-heart  at  Miyazawa's  office 
Tsushima  had  already  cooked  up 
spending  package  for  fall.  He  ai 
that  with  the  prospect  of  bank  and  i 
ance  company  failures  looming  larg 
the  market  cratered,  the  ecoi 
couldn't  wait.  "He  trusted  my 
ment,"  says  Tsushima  of  Miya; 
"The  time  was  right." 

As  soon  as  Tsushima  depa 
Miyazawa,  a  former  Finance  Mil 
who  helped  draft  a  .$40  billion  stin 
package  in  1987,  began  phoning 
contacts  at  his  old  ministry  to  dei 
action.  The  Postal  Ministry,  whi* 
likely  to  funnel  more  of  its  savings 
billions  into  the  stock  market,  was 
drawn  in,  as  were  other  ministries, 
sure  enough,  as  the  Nikkei  slumpi 
14,309  a  few  days  later,  Finance  Mil 
Tsutomu  Hata  called  on  big  investc 
stop  selling  and  revealed  that  the 
ernment  wanted  to  help  shore  up  s 
banks.  That  alone  heljjed  the  Nikk; 
bound  267  (chart).  Then,  Miyazawi 
closed  the  scope  of  the  recovery  pi 
If  any  sector  of  the  economy  stan 
gain  right  away  from  the  governir 
package,  it's  the  battered  banks, 
dened  by  an  estimated  $240  billi( 
real-estate-related 
performing  loans 
help  clear  bal 
sheets  of  problen 


pects  a  0.27o  rise  in  prices  in  AuJ 
That  would  l)e  the  same  modest  ad\ 
as  in  July.  Inflation  at  the  pi'oducei} 
el  remains  extremely  tame.  Oveij 
past  yeai-,  the  total  index  is  up, 
1.87o.  And  excluding  the  volatile ; 
and  energy  components,  producer  p 
have  grown  by  just  2.6%. 


s  likely  to  contribute  to  the  effort, 
ink  sources  say  they  themselves 
iise  as  much  as  $24  billion. 
1  small  companies  griping  that 
;an't  obtain  loans  at  any  price, 
are  already  beginning  to  pare 
close  branches,  and  reduce  ex- 
as  the  political  price  of  receiving 
1  aid.  Dai-Ichi  Kangyo  Bank  Ltd., 


the  world's  biggest  lender,  on  Sept.  1 
said  it  would  squeeze  $800  million  out  of 
its  computer  budget  and  force  top  execu- 
tives to  take  pay  cuts  of  57'.  "We  should 
blame  ourselves  for  mismanagement," 
admits  DKB  Managing  Director  Hisao 
Kobayashi.  "We  don't  believe  that  a  di- 
vine wind  will  take  care  of  everything." 
As  the  Japanese  economy  struggles  to 


regain  its  lost  momentum,  banks  aren't 
going  to  be  the  only  ones  enduring  a 
measure  of  pain.  Still,  the  government's 
$87  billion  program  is  a  necessary  first 
step.  Even  if  the  economy  doesn't  kick  in 
as  rapidly  as  some  hope,  chances  are 
that  Miyazawa's  deft  move  will  keep 
things  from  growing  even  worse. 

By  Karen  Lowry  Miller  in  Tokyo 


rsi 


E  HAVEN'T  HIT  THE  BOTTOM 
AND  WON'T  UNTIL  1993' 


rnia's  austere  budget  will  only  make  its  dismal  economy  worse 


fter  64  days,  a  key  veto,  and  end- 
less wrangling,  the  worst  fiscal 
L  crisis  in  California's  history  end- 
Sept.  2,  with  the  legislative  equiva- 
f  a  whimper.  Tired  lawmakers, 
s  to  launch  their  campaigns  for 
3vember  elections,  sent  Governor 
A''ilson  what  he  had  wanted  all 
-a  $57.4  billion  budget  that  was 
on  cuts  in  social  spending.  As  he 
the  measure  in  Sacra- 
at  1:45  a.m.,  the  embat- 
lepublican  governor  no 
sensed  victory.  Wrong, 
le  the  state  finally  can 
cutting  checks  to  covei 
)  billion  in  !OUs  it  has 
1  out,  the  new  budget  is 
oing  to  make  the  lacklus- 
lifornia  economy  worse. 
)efore  the  crisis,  the  state 
nping  along  with  an  8.9% 
■ioyment  rate.  The  one- 
conomic  dynamo  had  lost 
)  jobs — 607'  of  them  in 
mgeles  County  alone — 
jh  defense  layoffs,  a 
arn  in  homebuilding,  and 

I  restructuring  in  the  re- 
and  high-tech  sectors. 

£  CRUNCH.  The  austere 
res  will  take  more  than 
on  away  from  education, 

and  welfare  services, 
trapped  local  govern- 

"That  will  ripple  back 
;h  the  state's  economy 
ow  any  chance  of  recov- 
'rets  Jack  A.  Kyser,  chief 
nist  for  the  Economic  Develop- 
jorp.  of  Los  Angeles.  "We  haven't 
■  bottom — and  won't  until  1993." 
le  Wilson  got  his  budget,  it's  one 
■esumes  that  the  California  econo- 

II  rebound  this  year,  bringing  job 
1  and  additional  tax  revenues, 
unlikely  to  happen.  Instead,  state 
ical  governments  will  lose  50,000 
r  more  by  the  end  of  next  year. 


and  the  defense  industry  will  lay  off 
perhaps  an  additional  25,000,  predicts 
David  Hensley,  an  economist  at  the  Uni- 
versity of  California  at  Los  Angeles. 

That  could  very  well  bring  a  future 
fiscal  catastrophe — a  revenue  shortfall 
as  high  as  $5  billion,  Hensley  forecasts. 
"So  a  year  from  now,  there  will  be  an- 
other budget  deficit  problem  of  signifi- 
cant dimensions,"  he  says. 


Revisiting  the  same  problems  after 
this  year's  sharp  cuts  could  make  the 
current  drawn-out  affair  look  like  a  frol- 
ic on  a  California  beach.  For  one  thing, 
with  elections  approaching,  both  sides 
carefully  avoided  a  tax  hike.  Next  time 
around,  taxes  will  be  on  the  table.  That 
will  fracture  an  already  shaky  coalition 
of  Republican  Wilson  and  the  Democrat- 
controlled  assembly. 


And  it  will  further  erode  the  state's 
fast-fleeing  economic  base  by  zapping 
employers.  Business,  which  got  slammed 
with  big  taxes  to  balance  last  year's  bud- 
get, figures  it  got  lucky  this  year.  "The 
politicians  recognized  that  it's  politically 
unacceptable  in  an  election  year  to  tax 
business,"  says  Allan  S.  Zaremberg,  se- 
nior vice-president  of  the  California 
Chamber  of  Commerce. 
EXODUS.  Tax  hikes  next  year  can  only 
worsen  the  situation.  In  preliminary 
findings  of  a  study  by  five  California 
utilities,  the  business  climate  was  the 
overwhelming  reason  companies  left  the 
state.  The  report  says  that  California 
lost  668  manufacturing  plants  or 
planned  expansions  between  1987  and 
1992.  Nearly  807  cited  high  costs— tax- 
es, wages,  and  workers'  compensation 
premiums — as  the  motivation. 

More  than  207  of  those  oper- 
ations moved  to  Mexico,  a  trend 
that  labor  leaders  fear  will  be 
amplified  by  the  North  Ameri- 
can Free  Trade  Agreement, 
which  topples  trade  barriers  be- 
tween the  U.  S.  and  its  poorer 
neighbor  to  the  south  (page  24). 
Texas  and  Nevada  are  the  big 
domestic  gainers  from  Golden 
State  defectors.  "California 
leads  the  country  in  manufac- 
turers that  are  moving  to  Mexi- 
co and  will  lead  the  country  in 
military-contractor  and  base 
shutdowns,"  says  Jim  Benn,  ex- 
ecutive director  of  the  Federa- 
tion for  Industrial  Retention  & 
Renewal  in  Chicago,  who  sees 
eerie  parallels  between  Califor- 
nia's plight  and  the  Rust  Belt 
of  the  1970s.  "That  is  going  to 
make  Los  Angeles  the  Pitts- 
burgh of  the  '90s." 

In  his  eagerness  to  abridge 
spending,  Wilson's  cuts  may 
have  a  real,  long-lasting  nega- 
tive impact.  The  bill  that  broke 
the  budget  stalemate  lowers 
the  floor  for  spending  on  education  and 
also  contains  sanctions  discouraging 
school  districts  from  suing  the  state  for 
more  money.  If  California's  brightest 
hope  lies  in  the  quality  of  its  work  force, 
as  many  businesses  insist,  then  the  out- 
look is  mighty  gray  for  the  country's 
sunniest  state. 

By  Larry  Armstrong  in  Los  Angeles, 
with  Russell  Mitchell  in  San  Francisco 


BUSINESS  WEEK/SEPTEMBER  14,  1992  27 


s 


LABOR I 


PICKETS  IN  LORDSTOWN,  OHIO:  FORCING  A  SHUTDOWN  OF  SEVEN  OTHER  PLANTS 


THE  UAW  FIRES  A  SHOT 
ACROSS  GM'S  BOW 


A  local  strike  is  the  opening  salvo  in  a  coming  battle  over  job  security 


It  started  small.  Grievances  had  been 
piling  up  for  months  from  the  240 
union  workers  at  a  Lordstown  (Ohio) 
tool-and-die  shop  that  General  Motors 
Corp.  plans  to  close  this  year.  Then,  on 
Aug.  27,  all  2,300  members  of  the  United 
Auto  Workers  at  GM's  Lordstown  stamp- 
ing plant  walked  off  their  jobs. 

From  there,  the  strike's  effect  spread 
quickly.  Lordstown  supplies  key  parts  to 
a  dozen  assembly  plants  around  the 
country,  and  tight  "just-in-time"  inven- 
tory management  means  those  plants 
can  run  out  of  components  rapidly.  Sat- 
urn was  forced  to  shut  down  Aug.  28, 
despite  a  heavy  backlog  of  orders  for 
its  hot-selling  small  cars.  Factories 
making  vans,  compacts,  and  luxury  cars 
quickly  followed  suit.  Within  a  week,  GM 
saw  seven  plants  and  34,800  workers 
idled.  A  total  of  12  assembly  plants 
could  be  affected  if  the  strike  lasts 
much  longer. 

RADICAL  SHIFT.  That  could  deliver  a  blow- 
to  a  U.  S.  economy  that  has  enough 
problems.  So  far,  the  impact  is  limited 
mainly  to  GM's  own  aftertax  losses  of 
roughly  $60  million  a  week,  figures 
PaineWebber  Inc.  analyst  Stephen  J. 
Girsky,  and  some  $2  million  a  day  more 
for  each  additional  plant  idled.  But  the 
U.  S.  Bureau  of  Labor  Statistics  will 
soon  conduct  its  September  payroll  sur- 
vey. If  the  strikers  are  still  out,  their 


absence,  as  well  as  that  of  the  other 
idled  workers,  will  show  up  in  the  em- 
ployment report  to  be  released  on  Oct.  2. 
GM's  lost  output  could  also  drag  down 
industrial-production  numbers  (page  21). 

Pretty  impressive  for  a  strike  that's 
supposedly  about  narrow  local  issues. 
But  consider  the  backdrop  to  the  strike: 
Ailing  GM  vows  to  slash  54,000  hourly 
workers  from  its  payroll  by  1995,  and  a 
year  from  now  it  will  renegotiate  its 
three-year  contract  with  the  UAW.  This 
strike,  say  auto  analysts  and  labor  ex- 
perts, is  the  opening  skirmish  in  a  much 
larger  battle  to  protect  job  security. 
"The  UAW  is  firing  a  shot  across  the 
bow,"  says  Harley  Shaiken,  a  professor 
of  labor  studies  at  the 
University  of  Califor- 
nia at  San  Diego. 

The  issue  provoking 
this  lightning  strike  is 
the  same  one  that 
shocked  the  compa- 
ny's outside  suppliers 
this  summer:  a  radical 
shift  in  how  GM  .says  it 
will  purchase  parts.  In 
early  June,  newly  ap- 
pointed GM  parts  czar 
J.  Ignacio  Lopez  de 
Arriortua  notified 
components  makers 
that  all  contracts  are 
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up  for  grabs  and  that  GM's  own  i 
operations  will  have  to  compete 
outside  suppliers  on  the  same  t€ 
Since  captive  components  units  en 
about  one-quarter  of  the  265,000 
workers  at  GM,  "this  goes  right  tc 
heart  of  the  UAW's  membership," 
Shaiken.  "If  you  tear  up  captive 
tracts,  you're  also  tearing  up  the  ci 
tive-bargaining  contracts." 

What  the  UAW  fears  is  that  Lopez 
eliminate  lots  of  union  jobs  by  shi 
parts  work  from  GM  factories  to  ou 
suppliers.  GM  initially  soothed  such 
ries  by  pointing  out  that  when  Lope 
up  a  similar  program  for  GM's  Euro 
operations,  the  share  of  business  hel 
GM's  own  parts  operations  trebled  : 
S'/c  in  five  years.  But  the  suspicion 
anger  that  GM's  outside  suppliers 
feel  toward  the  company  seems  to 
galvanized  the  UAW  as  well. 

Like  suppliers,  the  union  cooperat 
cutting  costs  and  boosting  efficiem 
benefit  GM.  The  union  and  suppliers 
wonder  what  their  help  bought  t 
But  the  UAW  can  do  more  than  ' 
suppliers  to  thwart  the  corporation. 
STREET  JITTERS.  Job  security  is  boui 
be  the  hot  issue  when  the  UAW  sqi; 
off  with  the  Big  Three  next  fall, 
union  seems  prepared  to  concede  th< 
losses  from  plant  closings  that  GM  r! 
to  shrink  its  excess  capacity.  But 
UAW  is  reluctant  to  allow  deeper  cu 
parts  plants.  And  where  jobs  can': 
saved,  the  union  will  certainly  derj 
that  GM  again  ensure  income  securiti 
it  did  in  1990  by  committing  $3.4  b 
to  pay  or  retrain  laid-off  workers. 

The  Lordstown  strike  is  making 
Street  jumpy,  as  it  waits  for  evic 
that  GM  won't  back  down  froir 
sweeping  restructuring  plans.  "I 
be  nervous  if  management  caved  i 
this,"  says  Girsky.  For  now,  the  S 
seems  to  approve  of  GM's  tough  pes 
GM  shares,  at  around  34,  have  b; 
budged  since  the  strike  began. 

Still,  the  pressure  is  on  GM  to  S' 
The  longer  the  strike  drags  on,  the : 
GM  may  have  to 
cede  to  restart  o 
tions.  Chances  an 
company  and  the 
will  reach  a  settle 
dealing  only  witi 
arcane  details  oi 
local  disputes,  j 
will  leave  the  bl 
sues  for  next  fall 
if  the  UAW  want* 
send  a  message  ti 
the  union  can  be 
it  was  heard— 
and  clear. 

By  Kathleen  Ki 
in  Detroit 
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E  UNEVEN  TWISTS 
A  KILLER  HURRICANE 


se  for  tropical  growers,  Andrew  might  give  gas  drillers  a  lift 


urricane  Andrew  seemed  to  have 
it  in  for  Louisiana's  sugarcane 
growers.  Still  reeling  from  two 
of  bad  weather,  farmers  were 
for  a  bumper  crop  this  year.  But 
Andrew's  fierce  winds  raked 
;h  the  state's  cane  fields,  at  least  a 
r  of  the  crop  was  destroyed.  Says 
s  Richard,  research  director  for 
nerican  Sugar  Cane  League  in  Thi- 
sc,  La.:  "The  storm  could  not  have 
a  more  perfect  path." 
asands  felt  Andrew's  wrath  as  it 
through  South  Florida  and  along 
ouisiana  coast  last  month.  Only 
nore  than  a  week  since  the  hurri- 
irst  hit  U.  S.  shores,  is  the  magni- 
if  the  storm's  devastation  becom- 
ear.  Andrew  caused  at  least  $20 
in  damages.  And  businesses  are 
•ying  to  tot  up  their  losses  from 
)rni.  Many  companies,  particularly 
in  South  Florida,  lost  everything. 
3,  including  natural-gas  drillers 
Dteliers,  may  even  see  their  busi- 
.  pick  up. 

)ade  County,  Fla.,  the  second-larg- 
ricultural  county  in  the  state,  vir- 

every  crop,  from  avocados  to 
was  wiped  out,  eliminating  about 
'  Florida's  $6  billion  in  annual  farm 

In  south  Dade,  farmer  Bruce 
estimates  that  Andrew  will  cost 
!5,000  in  lost  squash  production.  "I 
get  that  back,"  he  sighs.  Despite 
ent  Bush's  visits  to  the  state  and 
pt.  1  national  television  address  on 
saster,  Dunn  worries  about  the 
t  will  take  to  get  a  loan,  and 
er  it  will  cover  his  losses. 

REIN.  Dickering  with  insurance 
nies  will  take  its  toll,  too.  Insurers 
1  out  $4.2  billion  after  Hurricane 
battered  Charleston,  S.  C,  in  1989. 
in  Florida,  underwriters  are  look- 
claims  of  $7.3  billion,  and  an  addi- 
$500  million  in  claims  in  Louisiana, 
nakes  Andrew  the  costliest  disas- 
U.  S.  insurance  history. 

surprisingly,  insurers  are  keeping 
;  rein  on  costs.  "They  want  people 
:  do  the  necessities,  a  little  patch- 
sre  and  there,"  complains  Skip 

owner  of  construction  company 

Reed  Inc.  in  Miami.  And  many 
rs  will  entrust  rebuilding  work  to 
il  contractors  based  in  their  own 
areas. 

top  of  that,  cash-strapped  home- 
s  can't  afford  to  pull  money  out  of 


their  pockets  for  more  extensive  work. 
The  combination  is  sure  to  put  a  damper 
on  hopes  for  a  construction  boom  in 
Florida,  where  the  building  industry  has 
been  in  a  deep  slump  for  two  years. 
Says  John  Segal,  president  of  Broward 
Builders  Exchange  Inc.  in  Fort  Lauder- 
dale: "The  construction  business  has 
been  on  its  knees  for  a  long  time.  The 
hurricane  will  put  people  back  to  work, 


prices  since  1984.  Analyst  John  Olson  of 
Goldman,  Sachs  &  Co.  estimates  gas 
prices  could  average  more  than  $2  per 
thousand  cubic  feet,  up  from  a  near- 
record  low  of  $1  recorded  last  February. 

Perhaps  the  brightest  spot  on  the 
mostly  dismal  landscape  is  tourism.  Ma- 
jor tourist  attractions  and  hotels  in  both 
Florida  and  Louisiana  escaped  severe 
damage.  Florida's  tourism  bureau  is  al- 
ready mounting  a  public-relations  blitz 
to  assure  travelers  that  beaches  and  ho- 
tels are  open.  No  one  canceled  conven- 
tions at  the  Fontainebleau  Hotel  in  Mi- 
ami Beach,  says  a  spokeswoman.  But 
the  National  Business  Alliance  has  can- 
celed a  party  scheduled  for  the  last 
night  of  its  convention  and  instead  is 
making  a  donation  to  relief  efforts. 
"They  felt  uncomfortable  eating  lavish 


SOUTH  FLORIDA  CROPS:  THE  STORM  HAS  WIPED  OUT  PRODUCTION  IN  THAT  PART  OF  THE  STATE 


STORM  DAMAGE 


Andrew's  toll  on  business 


AGRICULTURE 


Florida's  avocado,  lime,  and  other  tropical-fruit  crops  are  a  total 
loss.  Louisiana  lost  a  quarter  of  its  sugarcane  crop 


CONSTRUCTION 


The  hoped-for  boost  may  fizzle.  Many  insurers  will  pay  for  only 
bore-minimum  repairs,  using  out-of-state  contractors 


TOURISM 


Florida's  largest  industry  is  busy  assuring  travelers  that  beaches  and  hotels 
are  open.  New  Orleans  bounced  back  quickly 


k|  A  T|  IP  A I  r*  AC  '-*°'^°9^  *°  '^'■'"^  °"<^  transmission  equipment  is  likely  to  lead  to 
I  lM  1  UlxML  \jr\j  shortages  and  higher  prices  in  much  of  the  country 


but  it  will  not  bring  in  big  money." 

Natural-gas  drillers  might  get  more  of 
a  lift  from  the  storm.  Energy-sector 
damage  from  Andrew  appears  to  be  a 
relatively  slight  $100  million,  according 
to  the  Minerals  Management  Service  in 
Washington,  which  regulates  energy 
production  in  federal  waters.  Only  13  of 
3,800  drilling  platforms  in  the  Gulf  of 
Mexico  were  toppled,  while  100  more 
were  damaged.  And  disruption  of  trans- 
mission pipelines  could  further  tighten 
gas  supplies.  That  would  be  welcome 
news  for  an  industry  hurt  by  falling 


foods  here  while  a  few  miles  away  there 
are  people  who  have  nothing,"  she  says. 

New  Orleans,  meanwhile,  is  living  up 
to  its  reputation  for  insouciance.  At  Pat 
O'Brien's,  a  French  Quarter  piano  bar, 
customers  are  once  again  waiting  in  line 
at  the  door  after  a  two-day  shutdown 
caused  by  the  storm,  which  skirted  the 
city  but  still  pounded  it  with  heavy 
winds  and  rains.  The  specialty  drink  at 
Pat  O'Brien's?  The  Hurricane. 

By  Stephanie  Anderson  Forest  in  Dallas, 
with  Megan  Northland  in  Miami,  Deborah 
Fowler  in  Houston,  and  buremt  reports 
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DEFENSE 


AS  MANY  AS  3,000  JOBS  AT  GENERAL  DYNAMICS'  FORT  WORTH  PLANT  WILL  BE  SAVED 


AN  ARMS  DEAL  THAT  SUITS 
EVERYONE  BUT  BEIJING 


Taiwan  wants  F-16s,  Texans  want  jobs,  and  Bush  wants  their  votes 


When  it  comes  to  dealing  with 
China,  George  Bush's  motto 
has  always  been  "don't  rock 
the  boat."  But  with  his  reelection  on  the 
line,  Texas  voters  carry  more  weight 
than  aging  Beijing  bureaucrats.  That's 
why,  in  a  reversal  of  a  decade-old  U.  S. 
policy  that's  sure  to  infuriate  China, 
Bush  on  Sept.  2  approved  the  sale  of  150 
F-16  fighters  to  Taiwan.  The  $6  billion 
deal  could  save  thousands  of  jobs  at 
General  Dynamics  Corp.'s  Fort  Worth 
aircraft  plant — and  bolster  Bush's  cam- 
paign in  the  must-win  Lone  Star  State. 

For  the  wealthy  island  nation  of  Tai- 
wan, the  go-ahead  on  the  sale  represents 
a  major  political  breakthrough.  Until 
now,  Western  countries  have  avoided 
selling  advanced  weapons  to  Taiwan  for 
fear  of  offending  China.  But  the  U.  S. 
policy  switch  "sets  a  precedent  that 
makes  it  easier  for  other  countries  to 
sell  to  Taiwan,"  says  Ron  Montaperto, 
an  Asia  specialist  at  the  National 
Defense  University  in  Washing- 
ton. Besides  F-16s,  the  Taiwan- 
ese covet  antisubmarine  frig- 
ates, surface-to-air  missiles 
and  military  communica- 
tions gear.  And  with  $78 
billion  in  foreign  curren- 
cy reserves,  Taiwan  can 
afford  them. 

"Expect  the  Chinese 
to  be  very  vocal  in  their 


opposition"  to  the  F-16  deal,  warns  a 
Western  diplomat  in  Hong  Kong.  But 
China  can  do  little  of  substance  to  retali- 
ate. Its  current-account  surplus  with  the 
U.  S.  is  expected  to  hit  $15  billion  this 
year,  and  it  faces  an  Oct.  10  deadline  to 
wrap  up  sensitive  trade  talks  with  Wash- 
ington. Moreover,  China's  leaders  don't 
want  to  queer  the  reelection  prospects  of 
their  good  friend  George  Bush,  whom 
they  much  prefer  to  Arkansas  Governor 
Bill  Clinton.  Predicts  Jaw-ling  Joanne 
Chang,  a  research  fellow  at  a  govern- 
ment think  tank  in  Taipei:  "China  will 
protest,  but  it  will  just  be  for  the  record. 
They  don't  have  any  leverage  with 
Washington." 

That  doesn't  mean  China's  hands  are 
completely  tied.  It  may  step  up  its  own 
arms  purchases.  Beijing  already  plans  to 

PULLING  OUT  OF 
A  NOSEDIVE 


'87  '88  '89  '90  '91  '92  '93  '94  '95  '96 
A  UNITS 


buy  72  Russian  Su-27  fighters  and 
MiG-31  fighter-interceptors.  Ironic; 
those  very  arms  deals  allow  Bush  to 
tify  the  F-16  sale  by  invoking  the  Tai' 
Relations  Act  of  1979,  which  permits 
U.  S.  to  sell  weapons  to  ensure  Taiv/; 
self-defense. 

But  Bush's  change  of  heart  may  b 
more  to  do  with  reports  that  Taiwan 
close  to  buying  French  Mirage  20i 
fighters  instead.  Bush  would  have  ta 
a  political  beating  had  Taiwan  bou 
French.  Because  of  dwindling  F-16  | 
chases  (chart),  GD  said  in  July  it  w( 
cut  5,800  jobs  at  the  Fort  Worth  plani 
1994.  Employment  there  already  is  d( 
to  19,500  from  a  peak  of  31,000  in  1! 
Company  officials  estimate  that  u{: 
3,000  Fort  Worth  jobs  could  be  savec 
the  Taiwan  order. 

The  F-16  sale  is  the  centerpiece 
Bush's  election-year  bid  to  save  defe 
jobs.  Other  efforts  include  dropping 
Administration's  long-standing  opf 
tion  to  the  Bell-Boeing  V-22  Osprey 
craft.  The  White  House  may  also  bo^ 
Capitol  pressure  and  support  a  big-tii 
upgrade  of  CD's  M-1  Abrams  tank. 
PARIS  PIQUE.  The  policy  shifts  are  cl 
ly  an  effort  to  win  votes.  Congressii 
Democrats,  with  their  own  reelection 
consider,  aren't  about  to  object.  ^ 
than  100  members  of  Congress  si^ 
an  Aug.  14  letter  urging  Bush  to 
prove  the  sale.  Says  Senator  Lloyd  B 
sen  (D-Tex.):  "The  time  has  conif 
place  our  relations  with  the  aging  tc 
tarians  in  Beijing  on  a  purely  pragn 
basis  and  to  develop  a  new  relation 
with  the  new  Taiwan." 

Taipei  may  still  order  some  Mir; 
"to  keep  the  door  open"  to  French 
chases,  says  a  Taiwanese  official.  ' 
will  hardly  assuage  French  resenti 
at  losing  out  to  the  U.  S.  at  the 
hour.   Europeans  will  be  even  i 
miffed  if  the  F-16  deal  paves  the  wa^ 
expected  White  House  approval  of 
billion  sale  of  72  McDonnell  Dou 
F-15  fighters  to  Saudi  Arabia.  The  t 
in  Arab-Israeli  relations  has  def 
much  of  the  political  controversy 
rounding  the  F-15  sale.  A  large-!' 
Saudi  buy  of  F-15s  could  scuttle  &'-\ 
posed  European  jet-fighter  consorti. 
Criticism  from  Europe  and  Cn 
may  be  music  to  the  Presid'i 
ears,  though.  With  voters 
concerned  about  jobs  than' 
eign  policy,  this  migh 
just  the  time  for  Buf 
defy  both  Europe 
Beijing. 

By   Amy  Bom 
Washington,  with 
Ba  rnatha  n  in 
Kong  and  Stewar& 
in  Paris 
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AFTER  PUTTING  EACH  OF  OUR 
HOTELS  THROUGH  900  DIFFERENT 
TESTS  THERE'S  ONE  MORE 
THING  WE  DEMAND  OF  THEM. 


It's  not  easy  to  become 
a  Preferred  Hotel. 

To  be  accepted  for 
membership  a  hotel  must 
submit  to  one  of  the  most 
exhaustive  and  demanding 
examinations  imaginable. 

If  they  pass  these 
tests  (90%  do  not),  there's 
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more  than  1700  American 
Express  travel  locations* 
worldwide  to  help  guests 
with  travel  plans.  Plus,  only 
the  American  Express  Card 
offers  Global  Assist^"'  for 


one  last  condition  they  must  worldwide  emergency  medi 
meet:  They  must  welcome       cal  and  legal  referrals. 


the  American  Express'  Card. 


There  are  over 


You  see,  the  American      300,000  hotels  and  resorts 


Express  Card  is  accepted 
everywhere  Preferred  Hotels'' 
are  located.  And  there  are 


mi\ 


Hotels  fif  Resorts 


in  the  world.  At  present, 
only  105  are  Preferred.  And 
every  one  of  them  proudly 
welcomes  the  American 
Express  Card. 

For  a  free  directory 
of  all  105  Preferred  Hotels 
and  Resorts  Worldwide,  call 
1-800-237-7254. 

Or  call  your  travel 
agent  and  ask  if  there's  a 
Preferred  Hotel  where  you're 
planning  to  visit.  And  be 
sure  to  ask  for  an  American 
Express"  Card  Assured 
Reservation**  when  you  call. 


i  Cards 


•Travel  Service  locations  of  American  Express  Travel  Related  Services  Company,  Inc.,  its  affiliates  and  Representatives. 
**Be  sure  to  ask  about  restrictions  and  cancellation  requirements  when  you  call. 
©1992  Preferred  Hotels"  &  Resorts  Worldwide.  All  rights  reserved. 


PEOPLE  I 


BOEING'S 
CAN-DO  CO-PIIOT 


New  President  Philip  Condit  is  out 
to  engineer  big  changes  in  Seattle 


If  Boeing  Co.  is  one  of  the  nation's 
most  admired  companies,  why  does  it 
seem  so  dull?  One  factor  may  be  its 
quiet,  somewhat  bland  Chief  Executive, 
Frank  A.  Shrontz.  But  with  his  choice  of 
heir  apparent,  Shrontz,  60,  injects  dyna- 
mism into  the  executive  suite.  On  Aug. 
31,  Philip  M.  Condit,  known  company- 
wide  as  vibrant  and  outgoing,  was 
named  president.  The  51-year-old  execu- 
tive is  clearly  in  training  to  succeed 
Shrontz,  who  will  retire  by  1997. 

Condit  won  tremendous  loyalty  at 
Boeing's  commercial-airplane  division  by 
challenging  the  status  quo.  For  the  past 
three  years,  as  head  of  the  group  de- 
signing Boeing's  next  widebody,  the  777, 
he  spearheaded  three  major  initiatives: 
Condit  persuaded  Boeing  engineers  to 
give  up  their  cherished  drafting  tables  in 
favor  of  computers,  forced  engineers 
and  manufacturing  people  to  work  to- 
gether through  the  life  of  a  development 
project,  and  began  including  its  airline 
customers  in  design.  Employees,  custom- 
ers, and  analysts  seem  universally  im- 
pressed. "He  has  a  certain  can-do  atti- 
tude," says  Howard  A.  Rubel,  who 
watches  Boeing  for  C.  J.  Lawrence  Inc. 

Raised  in  Berkeley,  Calif.,  Condit  stud- 
ied mechanical  engineering  at  the  Uni- 
versity of  California  at  Berkeley  and 
earned  his  masters  degree  in  engineer- 


HEIR  APPARENT:  CONDIT  WILL  HAVE  TO  COPE  WITH  A  SLOW  MARKET 


ing  from  Princeton  University.  He  joined 
Boeing  in  1965  as  an  aerodynamics  engi- 
neer, then  rose  through  the  sales,  mar- 
keting, engineering,  and  production 
ranks  and  headed  the  award-winning  en- 
gineering team  that  designed  the  757. 
A  skier,  Condit  also  is  heavily  involved 
in  charitable  and  cultural  activities  in 
Seattle. 

SCAR  TISSUE.  Condit  says  his  top  priority 
as  presiilent  will  be  to  buck  up  Boeing's 
customer  relations.  Says  Condit:  "You 
have  to  literally  try  to  walk  in  your  cus- 
tomer's shoes."  Boeing  learned  that  the 
hard  way:  In  1989,  it  angered  buyers  by 
failing  to  deliver  its  new  747-400  jumbo 
jets  on  time.  "There  were  a  lot  of  scars," 
says  Gordon  A.  McKinzie,  United  Air- 
lines Inc.'s  777  program  manager. 

So,  in  October,  1990,  when  United 
placed  a  huge  $22  billion  order  that  al- 
lowed Boeing  to  launch  the  777,  United 
Executive  Vice-President  James  M. 
Guyette  presented  Condit  with  a  one- 
page  handwritten  memo,  asking  Boeing 


to  listen  to  \ti-} 
on  building  tl 
plane.  Cond 
only  signei 
memo,    but  \ 
Guyette  one  : 
He  allowed  : 
and  other  airli  ■ 
resentatives  t( 
on  the  teams  ' 
ing  the  777. 
then,  the  Gi 
Condit  memo  1 
come  an  oper 
model  at  Boeii 
Although  ' 
has  long  been 
vious  Candida 
the  president' 
the  timing  of  the  announcemer 
prised  some.  Many  expected  Shn 
wait  until  the  777  program  was  cl' 
completion  before  removing  hin 
the  project.  Now,  just  607(  of  t  ■ 
design  is  finished,  and  producti( 
barely  begun — the  first  model  is 
uled  to  roll  off  the  assembly  line  i 
But  the  program  is  going  smooth 
the  new  head  of  the  777  group.  At 
Mulally,  47,  is  a  high-energy  engii 
the  Condit  mold.  Besides,  Cond 
need  time  to  learn  the  military  o 
Boeing's  business.  "The  worl 
changed.  We  need  to  adapt,"  e: 
Shrontz.  He  needs  Condit  now,  Ik 
to  help  in  strategic  thinking. 

No  kidding.  Boeing  may  not  i 
surge  in  orders  for  years.  That, 
shrinking  defense  business  and  ; 
competitive  global  marketplace 
make  for  turbulent  times  in  the  . 
cockpit.  But  with  Condit  there,  at 
the  tough  times  are  likely  to  be  b 
By  Dori  Jones  Yang  in 


COMPUTERS  I 


BIG  BLUE'S 
NEW  BABY 


Its  revamped  PC  unit  will  have 
more  freedom — but  not  autonomy 


ig  Blue  is  getting  a  new  look — 
.sort  of.  Ending  one  of  the  person- 
al-computer industry's  favorite 
topics  of  summer  speculation,  IBM  on 
Sept.  3  planned  to  announce  that  it  has 
reorganized  its  ?c  operation. 

Although  the  move  is  aimed  at  im- 
proving the  troubled  division's  ability  to 
compete  by  making  it  more  independent, 
the  new  incarnation  won't  have  the  au- 
tonomy that  the  computer  industry  was 
expecting.  IBM  does  call  the  new  organi- 


zation and  its  10,000  workers 
a  "separate  operating  unit," 
not  a  division,  and  it  has  giv- 
en it  a  new  name — IBM  Per- 
sonal Computer  Co.  Never- 
theless, its  president,  Robert 
J.  Corrigan,  52,  will  report  to 
James  A.  Cannavino,  an  IBM 
vice-president  and  a  key  play- 
er in  the  IBM  corporate  struc- 
ture. And  Big  Blue  says  that 
it  won't  break  out  the  new 
company's  revenues — about 
$7  billion  in  1991— or  its 
earnings. 

But  IBM-PC,  as  Big  Blue 
has  dubbed  it,  gains  consider- 
able freedom.  For  one  thing,  it  gains 
distance  from  IB.m's  workstation  busi- 
ness and  its  OS/2  operating  program, 
which  got  its  own  separate  unit  in  the 
shuffle.  That  leaves  Corrigan  free  to 
concentrate   on   the   company's  PS/1, 


PS/2,  portable,  and  yei 
announced,  inexpensi\ 
luePoint  personal  com] 
And  IBM-PC  absorbs  thi 
employees  of  IBM's  N;i 
Distribution  Div.,  the 
responsible  for  selling 
dealers.  That  means  if 
has  more  latitude  in 
sells  the  computers  tl 
third  parties.  Formerb 
was  part  of  the  m 
North  American  mar 
and  service  group. 
STREAMLINED.  The  best 
about  the  new  stru 
however,  may  be  that ' 
gan  will  control  the  company's 
himself — no  longer  will  personal-C( 
er  operations  have  to  bear  overht 
penses  from  other  parts  of  IBM ; 
Corrigan:  "The  thing  that's  d 
to  us  is  that  we  have  complete  o 
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If  you  own  an  IBM  '  printer  or  typewriter,  you  don't 
ve  to  buy  replacement  ribbons  and  toners  from  the 
mufacturer.  But  you  should. 

Lexmark  is  dedicated  to  making  sure  the  output  of 
r  IBM  supplies  is  as  high-quality  as  the  IBM  machines 
ly  grace.  So,  if  it  s  replacement  time  for  your  IBM 
ibon  or  toner,  we  suggest  you  give  Lexmark  a  call,  PDQ. 

To  order,  to  locate  the  dealer  nearest  you,  or  to 
:eiveyour  freecatalog,call  1-800-438-2468,  ext.  80. 
I  Canada,  call  1-800-663-7662.) 

Lexmark  International,  a  former  subsidiary  of  IBM, 
an  independent,  worldwide  company  that  develops, 
inufactures,  and  markets  IBM  personal  printers,  IBM 
)ewriters,  related  supplies  and  keyboards. 


IBM  Supplies  by 

LEXM^VRK™ 

Make  Your  Mark 


IBM  is  a  registered  trademark  of  International  Business  Machines  Corporation  in  the  United  States  and/or  other  countries  and  is  used  under  hcense. 
Lexmark  is  a  trademark  of  Lexmark  International,  Inc.  ©  1992  Lexmark  International,  Inc. 


over  all  the  parts  of  our  business." 

Still,  some  operations  will  remain 
somewhat  beyond  Corrigan's  control.  Al- 
though he  is  ultimately  responsible  for 
the  success  or  failure  of  PCs  worldwide, 
for  example,  the  people  who  run  IBM's 
PC  operations  in  Europe,  Asia,  and  Latin 
America  do  not  report  to  Corrigan.  That 
means  Paris-based  William  E.  McCrack- 
en,  who,  as  head  of  the  Europe/Middle 


East/Africa  (E.MEA)  PC  business,  has  pub- 
licly disagreed  with  Cannavino  on  strate- 
gy, will  continue  to  report  to  EMEA 
Chairman  Renato  Riverso.  Also,  IBM-PC 
will  have  no  direct  sales  force  of  its  own: 
The  corporate  salespeople  will  continue 
to  sell  PCS  directly  to  big  customers. 

Corrigan  says  he  is  encouraging  geo- 
graphical autonomy  so  each  region  can 
make  product  and  pricing  decisions  ap- 


propriate for  its  market.  The  new  s1 
gy's  first  test  will  come  with  a  sle 
new  product  announcements  and 
price  cuts  planned  for  later  this  m( 
Whether  or  not  IBM-PC  can  be  as 
as  competitors,  however,  is  still  a  t 
lion.  But  without  Big  Blue's  bottle 
the  company  is  bound  to  be  more 
ble — fully  independent  or  not. 

By  Catherine  A)-nst  in  New 


TOURISM  I 


SEEING 

AMERICA  FIRST 


U.S.  travel  is  surprisingly  strong, 
although  most  tourists  are  frugal 


You  can't  get  much  farther  from 
the  hurly-burly  of  airline  prici 
wars  than  Greg  Honeycutt's  shni 
in  Duck,  N.  C,  on  the  Outer  Banks. 
Even  so,  rentals  of  beach  umbrellas, 
baby  cribs,  bikes,  and  other  parapherna- 
lia are  up  some  15'';  this  year — partly 
because  low  airfares  are  luring  more 
tourists,  who  make  the  two-hour  drive  to 
Duck  from  the  airport  at  Norfolk,  Va. 
Drawls  Honeycutt:  "I'm  not  sure  we're 
really  feeling  the  effects  of  the  weak 
economy  at  all." 

Neither  are  most  other  companies  that 
cater  to  vacationers'  needs.  Indeed,  in  a 
year  when  economic  sluggishness  is 
hurting  nearly  every  business,  the  $350 
billion  tourism  industry  is  doing  just 
fine.  The  main  reason:  Cut-rate  airfares 
and  the  sickly  dollar  are  persuading  bar- 
gain hunters  from  Boston  to  Bonn  that  a 
U.  S.  vacation  is  a  deal.  For  Germans,  an 
American  holiday  now  costs  less  than 
one  on  the  beaches  of 
Greece,  according  to  a 
Commerzbank  study. 
And  fueled  by  dis- 
counting, domestic  air- 
line bookings  hit  all- 
time  highs  in  July  and 
August  (chart).  The 
boom  isn't  over,  ei- 
ther: This  Labor  Day 
weekend,  predicts  the 
American  Automobile 
Assn.,  will  be  the 
heaviest-traveled  sincf 
A.A.A  estimates  began 
in  1985.  It  figures  32.21 
million  people  will  hit 
the  road,  air,  and 
rails — 9:2''  more  than 
last  year. 

Not  everything  in 
the  tourism  biz  is 
boon.ing.  The  Japa- 
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TOURISM 
IS  BOOMING 


34  BUSINESS  vyEEK 


ne.se,  nervous  about  the  safety  of  U.  S. 
cities,  are  staying  away  in  droves.  Japan 
Travel  Bureau  Inc.,  the  nation's  biggest, 
reports  bookings  to  North  America  are 
off  20^'^  this  year.  The  Northeastern 
U.  S.  is  still  in  a  slump,  too.  Business  at 
Old  Orchard  Beach,  Me.,  is  off  as  much 
as  vs.  last  year,  says  a  Chamber  of 
Commerce  official.  The  problem?  Unsea- 
sonably cool  weather  and  Canada's  lousy 
economy,  which  has  crimped  visits  from 
up  north. 

Still,  the  fare  wars 
are  giving  a  boost  to 
many  tourist  attrac- 
tions. For  instance,  at- 
tendance at  Orlando's 
Disney  World  is  up 
15''^  this  summer,  esti- 
mates Salomon  Broth- 
ers Inc.  analyst  Mar- 
go  L.  Vignola.  With 
round-trip  fares  from 
New  York  as  low  as 
$150,  she  figures,  a 
family  of  four  can 
swing  a  four-day  stay 
at  Disnev  World  for 
about  $2000,  or  $600 
less  than  before  fares 
fell.  Disney  says  at- 
tendance also  is  up  at 
Disneyland  in  Ana- 
heim, Calif. 


Not  that  vacationers  aren't  pin 
pennies.  Bargain  outfits,  such  as 
mus  Cos.'  Hampton  Inns  Inc.,  are 
well — while  most  top-drawer  I 
aren't.  Camping  at  national  parks 
vogue.  Cruises  also  are  hot,  since 
prices  tend  to  be  all-inclusive,  mak 
easier  to  budget  precisely. 
'All  CHOCK  FULL.'  Homey  vacatior 
popular  as  well.  "Our  clients  were 
cally  visiting  family  everywhere 
the  Midwest  to  the  East"  rather 
spending  to  stay  at  vacation  spots 
Shirlev  Carr,  manager  of  Atherton 
el  in 'Redwood  City,  Calif.  Tra 
aren't  going  as  far,  either.  Last^ 
the  average  pleasure  trip  dropped  > ' 
miles,  11.2"  fewer  than  in  1989,  sa  ' 
U.  S.  Travel  Data  Center  in  Washi:t 
"Our  guest  book  shows  more  peo] 
coming  from  Pennsylvania,  New 
and  this  area,"  says  Deirdre  >a 
manager  of  Abbott's  Lobsters  i  ' 
Rough,  a  popular  tourist  eat- 
Noank,  Conn.  "People  just  aren't  iv. 
the  two-  and  three-week  vacatic? 
much  right  now." 

Europeans  and  other  foreign  vit' 
aren't  so  tightfisted.  "We  really  f 
boost  to  American  comm.erce,''  ■ 
Jeanne  Fagnani,  a  research  sori 
from  Paris,  whose  family  took  ; 
vacation  this  summer.  The  Faia 
snapped  up  shirts,  running  shoe  < 


'lore  you  can  even  tliink  of  opening  a  business  or  a  plant  in 
ataina,  you  miglit  liave  to  overcome  some  misperceptions 
)ut  tlie  state— images  sliaped  by  tlie  media 
1  mytks  about  tlie  iSoutli .  Dtkat's 
case,  die  first  tliintr  we  want 
.1  to  open  IS  your  mind, 
■cause  only  tlien  will  your 
's  be  open  to  all  diat 
abama  bas  to  offer. 
\espondinsf  to  die  )okes 
about  Alabama 
bein^  years 
bebind ,  Ray 
Rosewall 
says ,  "Tliat's 
absolutely  not  die 


rienJs  Imvi 
its/ydieti  you 


case.  Mobile,  especiidly 


>jjthe  plane,  (  J  J  ■  1  • 

r  very  lorwara-tiiinking  in 

lou  set  your  1  o 

<atcli  t>acL  attracting  new  business,  very 
U  years:  ^ 

uiRos^neJ,        open  to  cliange.    He  adds, 

V  Vico  PnjiJeiit,  .       .  i 

MMu  1  lie  city  IS  niucli  more  ol  a 

iting  pot  of  people  tb;m  I  expected. 

■ncernin^;  die  labor  force,  Ray  says, 
bey  re  veiy  b;ird-working;  you  just  don  t  find  ^vorkers  in 
rest  of  tbe  country  wlio  take  so  mucb  pnde  in  tlieu" 

omplislunents .  As  for  professionals,  we  liave  foiuid  many 

jbt  engineers  fiom  die  state  s  universities . 

Tim  and  Pat  Langan  didn  t  really  expect  to  move  to 


Alab  tuna  wlieii  tbey  came  bete  for  Tim  s  interview  witb  tbe 
AlabiUiia  iSliakespeare  Festival  in  ^M.ontgomery.    But  we 

saw  tbe  best  production  of  Cbekbov  ever,  and  made 
up  oin-  minds  to  come  liere  at  uitennis- 
sion ,    Tim  says .     We  felt  diat 
working  witli  a  dicatcr  tbat  draws 
an  audience  from  all  over  die 
nation ,  even  6^  foreign  countries , 
would  be  an  excellent 
opportunity.  And  I'  ve  never 
seen  sucli  strong;  community 
support  for  a  d  leater.  "Tl  le 
Laiigans ,  wlio  liave  a  six- 
year-old  son  and  a  16- 
year-old  daugbter,  say 
tliat  tbe  move  from  Rliode 
Island  to  Alab  ama  bas 

ven  us  our  famdy  back. . . 
die  f;uiiily 
unit  IS  more 
togedier  liere,  and 
e  know  bow  to 


"Wc  expectecl 
SliaLcspeare  to 
he  pcrjoniieil  witli  a 
Soiitnerti  accent!" 


peopl 

relax  and  enjoy  diemselves. 

\S^ben  consideniKi  a  location  for  a 
new  plant  or  business,  don  t  close  your 
min  dtoAl  aKaina.  Because  a  closer 
look  at  us  could  broaden  your  niind. 


Titii  lumaan, 
hcstival,  MonL^inicni 


And 


your  possi 


bib  ties. 


\    a    h    a    m     a         Isn't  TV    k     e    r    c  Y  o     !/  Think         It  Is. 

ore  inlurination,  contact  tlie  Economic  Development  PartnersKip  ot  Alabama:  P.O.  Box  26.^1,  Birniin^rliam ,  AlaKamu  352iji-oooi;  2o5  -2^0-222^ 


compact  disks — all  made  "incredibly 
cheap"  by  the  low  dollar.  Leslie  Faulk- 
ner of  New  Orleans  says  that  when  her 
son,  daughter-in-law,  and  their  two  chil- 
dren visited  from  London,  "they  loaded 
up  on  everything  from  clothes  to  brief- 
cases to  candy."  The  family  had  to  buy 
extra  luggage  to  haul  back  the  booty, 
she  says:  "They  left  with  eight  suitcases 
and  four  carry-on  bags,  all  chock  full." 

The  big  question  now:  How  long  will 
the  upswing  last?  The  iffiness  of  the 
U.  S.  economy  doesn't  bode  well.  Nor  do 
the  fare  increases  that  domestic  airlines 
plan  for  this  fall.  But  the  cheap  dollar 


will  continue  to  draw  in  foreigners  and 
keep  travel-hungry  Americans  at  home. 
Werner  and  Betty  Jo  Leipold,  retirees 
from  Arkansas,  have  vacationed  the  past 
two  years  in  Europe.  But  when  BUSINESS 
WEEK  caught  up  with  them  as  they  mo- 
tored through  Leadville,  Colo.,  they  said 
their  next  trip  will  be  a  fall  tour  of  New 
Hampshire.  "We  knew  [Europe]  would 
be  more  expensive  than  we  cared  for," 
says  Werner.  And  this  year,  keeping 
costs  down  is  tourists'  prime  concern. 
By  Thane  Peterson  in  New  York,  with  Julie 
Tilsner  in  New  Haven,  Sandra  D.  Atchison 
in  Leadville,  Colo.,  and  bureau  reports 


CHARITIES  I 


SOME  OF  JERRY'S  KIDS 
ARE  MAD  AT  THE  OLD  MAN 


Disabled  activists  want  the  comedian  off  the  Labor  Day  telethon 


any  Americans  can't  imagine 
spending  Labor  Day  without  co- 
i  median  Jerry  Lewis  and  his 
muscular  dystrophy  telethon.  But  for- 
mer poster  child  Michael  Ervin  sure  can. 

The  36-year-old  Ervin  now  heads  a 
Chicago-based  organization  called  Jer- 
ry's Orphans,  a  counter-group  to  "Jer- 
ry's kids" — the  band  of  disabled  young- 
sters who  appear  on  the  show.  He  wants 
to  oust  the  venerable  entertainer  from 
his  roles  as  master  of  ceremonies  of  the 
telethon  and  a  chief  spokesman  for  the 
Muscular  Dystrophy  Assn.  iMDAi.  With 
protests  scheduled  for  more  than  20  cit- 
ies during  the  Sept.  6-7  broadcast  this 
year,  it's  a  mission  that  is  embroiling  big 
names  in  Corporate  America,  dividing 
the  disabled  community — and  even  split- 
ting the  Bush  Administration. 
'IVORY  TOWER.'  The  problem:  Ervin  and 
his  followers  are  outraged  at  Lewis' 
view  of  the  disabled  as  helpless  victims. 
They  brand  his  approach  as 
outmoded,  paternalistic,  and 
out  of  step  with  the  spirit  of 
the  Americans  with  Disabil- 
ities Act,  a  1991  antidiscrimi- 
nation law  intended  to  help 
the  disabled  to  join  the  main- 
stream. The  brouhaha  inten- 
sified after  Lewis  wrote  a 
September,  1990,  article  in 
Parade  magazine,  supposed- 
ly from  the  vantage  point  of 
a  child  with  mu.scular  dystro- 
phy. He  referred  to  a  wheel- 
chair, which  activists  view 
simply  as  a  form  of  transpor- 
tation, as  a  "steel  imprison- 
ment." He  added:  "When  I 
sit  back  and  think  a  little 
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more  rationally,  I  realize  my  life  is 
half ...  I  just  have  to  learn  to  try  to  be 
good  at  being  half  a  person." 

That's  a  far  different  picture  from 
what  many  disabled  actually  would  have 
drawn.  They  reject  the  notion  that 
they're  less  than  complete  human  be- 
ings. They  argue  that  they're  quite  capa- 
ble of  doing  most  things  able-bodied  peo- 
ple can  do — as  long  as  architects  and 
builders  don't  put  stumbling  blocks  in 
their  paths. 

No  wonder  Lewis'  article  has  enraged 
a  broad  spectrum  of  advocates  for  the 
disabled.  To  them,  it  suggests  that  de- 
spite his  years  of  support  for  their 
cause,  the  comedian  still  doesn't  under- 
stand the  disabled.  Ervin  says  Lewis 
treats  muscular-dystrophy-afflicted  peo- 
ple "as  though  he's  in  an  ivory  tower 
handing  something  down." 

So  during  the  telethon,  Ervin's  group 
plans  to  picket  airports,  7-Eleven  conve- 


nience stores,  and  other  sites  tc 
suade  corporate  sponsors  such  as 
logg,  Southland,  and  United  Airlir 
boycott  the  event.  The  companies  i 
are  holding  firm  in  their  suppoi 
Lewis  and  the  21V2-hour  show, 
telethon  is  doing  what  it  was  set 
do,  raising  funds  to  find  cures  an( 
vide  patient  services,"  says  a  s{ 
woman  for  Southland,  7-Eleven's  p; 
Adds  a  United  Airlines  spokesman: 
MDA-Jerry  Lewis  partnership  can  c 
ue  to  be  effective  in  the  years  ah( 
HEFTY  SUMS.  The  comedian  still 
tains  some  support  among  the  disi 
There's  Arnold  D.  Gale,  for  instai 
pediatric  neurologist  who  has  mui 
dystrophy  and  whose  life  story  w 
featured  on  the  fund-raiser  this 
"To  tell  Mr.  Lewis  he  no  longer 
role  to  play  in  a  movement  th 
helped  found  is  unacceptable," 
says.  Lewis  declined  to  comment. 

Even  Lewis'  critics  don't  want 
dermine  the  star-studded  telethon 
A  Labor  Day  tradition  since  1966 
carried  on  more  than  200  televisio 
tions  across  the  country,  attractii 
per  Bowl-size  audiences  of  up  to  1( 
lion  viewers,  the  Tucson-based  MDii 
Despite  stiff  competition  from  cab 
tions  and  videocassette  recorder 
call-in  has  thrived.  In  1991,  the  t< 
raised  $45.1  million,  up  from  $34 
lion  in  1986.  The  money  goes  to  r 
research,  wheelchairs,  and  su 
camps  for  many  of  the  1  million 
with  muscular  dystrophy.  About ! 
the  proceeds  is  earmarked  for  ac*i 
trative  expenses. 

But  Lewis'  opponents  say  the  p'( 
logical  price  that  people  with  mv. 
dystrophy  and  other  disabilities 
far  greater  than  the  money  he  bri  > 
Consider  Evan  J.  Kemp  Jr.,  the  h 
chair-bound  chairman  of  the  Equ  i 
ployment  Opportunity  Commissio;  v 
suffers  from  a  rare  neuromuscul  i 
ease  called   Kugelberg-Welandei  s 
drome.  He  has  criticizj 
telethon — despite  Prfrd 
Bush's  support  for  - 
cause  it  rakes  in  doll? 
using  a  "pity  apjir 
Complains  Kemp:  "Tl 
thon  paints  disabled  ec 
as  childlike  and  with  1' 
in  the  grave." 

Such  blasts  may  nc!' 
any  immediate  impac 
the  controversy  isn't  1:' 
die  down  any  time  so( 
is  the  question  of  vf 
Lewis'  fund-raising  i 
like  his  goofy  slapsti' 
tines,  has  outlived  its  n 
By  Christina  Del  \p< 
Washington 


IS  LEWIS'  "PITY  APPROACH"  OUT  OF  STEP  WITH  THE  TIMES? 


OK.  You  like  the  idea  of  a  plain 
paper  fax.  But  which  technology 
And  which  features?' 

Panafax*facsimiles  make  it 
easy  to  match  the  right  fax  to 
the  right  job. 
Our  full  line  offers 
affordable  Inkjet 
and  high-produc- 
[P  tivity  laser  plain 

paper  fax  machines 
for  any  size  business. 
Our  UF-311  Inkjet  is  quite 
possibly  the  best  value  for  your 
money  on  the  market.  It  offers 
high  resolution,  12-page  memory, 
a  20- page  auto-document  feeder, 
and  automatic  fax/phone  switch 
withaTAM  interface. 


The  Panafax  UF-312  inkjet 
adds  a  28-page  upgradable 
memory  and  semi-dual  access 
that  allows  more  than  one  person 
to  use  the  fax  at  a  time. 

OurUF-733  brings  super-fine 
laser  pnnt  quality  within  reach  of 
most  budgets. 
And  adds 

Fjggggggf^r  features  like  a 
 -  20- page 

upgradable 
memon/,  a  30- 
page  ADF,  and 
a  large-capacity 
paper  cassette. 
Our  Panafax  UF-766  laser  fax 
is  ideal  for  busy  departments.  It 
offers  full  dual  access  which  allows 


you  to  fax  even  when  the  machine 
is  busy  sending  or  receiving.  With 
3-second  quick-scan,  a  fast  six- 
second  transmission  speed,  a 
50-page  upgradable  memory,  and 
two  paper  cassettes. 

We  even  make  finding  the  nght 
dealer  easier- with  a  toll-free 
number  Why  not  call  it  now'' 
1-800-843-0080,  ext.  1115. 

Facsimiles.  Computers,  Printers 
Periptierals,  Copiers,  and  Typewriters 


Panasonic. 

Office  Automation^^^^)^ 


All  references  to  memory  capacities  and 
transmission  speed  are  based  on  CCITT  Test  Ctiart  No  1 
The  UF-766  uses  a  CCITT  14  4  Kbps  modem 
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HELLO, 
ROOM  SERVICE? 

New  York  might  be  a  nice 
place  to  visit  in  the  foil,  but 
cheap  it's  not.  True  to  its 
reputation,  the  Big  Apple 
topped  the  list  in  a  study 
measuring  the  cost  of 
stoying  one  night  in  a  full- 
service  hotel  in  2 1  major 
cities.  Here  ore  the  cities 
with  the  highest  and  lowest 
hotel  costs,  including  food, 
beverages,  and  telephone 
calls,  but  not  taxes 


1            HIGHEST  1 

New  York 

$216.26 

San  Diego 

170.89 

San  Francisco 

151.60 

Los  Angeles 

140.00 

Phoenix 

137.66 

LOWEST 

Denver 

$89.19 

Atlanta 

90.55 

Houston 

94.73 

Dallas 

98.46 

Nashville 

DAIA:  ARTHUR 


100.86 

ANDERSEN  S  CO, 


SOUTH  DADE:  AND  THEN 
THERE  WERE  LAWSUITS 


►  It  appears  that  Hurricane 
Andrew  will  leave  a  hail  of 
lawsuits  in  its  wake.  On  Sept. 
2,  homeowners  in  Kendall, 
Fla.,  filed  a  class  action 
against  Lennar  Homes,  charg- 
ing it  with  building  substan- 
dard housing.  Lennar  dis- 
putes the  charges. 

Now,  other  Dade  County 
residents  are  corning  forward 
with  tales  of  poor  construc- 
tion and  slipshod  building  in- 
spections. Wen  Chang,  a  re- 
tired engineering  professor 
living  in  south  Dude  County, 
says  Arvida,  a  developer  for- 
merly owned  by  Disney,  se- 
cured roofs  at  its  Country 
Walk  develiipment  with  nails 
instead  of  b>ilts,  which  would 
have  better  i  insisted  Andrew's 
140-mph  winds.  Arvida  Presi- 


dent Bud  Miller  says  that  the 
homes  met  Dade  County 
building  codes. 

Manny  Ramirez,  a  structur- 
al engineer  in  Coral  Gables, 
says  county  building  inspec- 
tors are  "overloaded  with 
work."  Others  say  they  may 
just  be  lazy.  A  1990  county 
grand  jury  report  described 
one  inspector  who  claimed  he 
had  visited  18  sites  in  one  day. 
"In  reality,"  says  the  report, 
"he  went  to  one  site  for  30 
seconds  after  having  spent  30 
minutes  eating  breakfast  and 
proceeded  to  spend  the  next 
hour  at  a  bowling  alley  watch- 
ing women  bowl." 


THE  SEC  TARGETS 
A  MARKET  TRICK 


►  The  practice  is  known  as 
"marking  the  close,"  and  the 
Securities  &  Exchange  Com- 
mission is  cracking  down  on 
it.  On  Sept.  1,  the  SEC  accused 
Myron  Levin,  an  Alexandria 
(Va.)  builder,  of  using  the 
trading  technique  to  pump  up 
Giant  Food's  stock  price  in 
1989  and  1990.  The  SEC  alleges 
that  Levin  frequently  bought 
Giant  shares  just  before  the 
close  of  trading,  slightly  rais- 
ing the  stock's  closing  price. 
Those  upticks  were  enough 
for  Levin  to  avoid  margin 
calls.  Levin  settled  the 
charges  without  admitting  or 
denying  guilt  and  agreed  not 
to  violate  securities  laws. 

Last  month,  the  SEC  an- 
nounced a  similar  settlement 


HOW  TO  MAKE  A  NEW  BREW  fALL  FLAT 


Some  people  just  can't  take  a 
joke.  To  promote  its  new  Blue 
Star  beer,  to  be  sold  only  in  Can- 
ada's depressed  Newfoundland 
province,  Laba'tt  Breweries 
dreamed  up  a  contest  called 
"Take  this  job  and  love  it."  The 
prize:  a  10-week  summer  job  in 
Labatt's  marketing  department. 

The  brewer's  Newfoundland 
general  manager,  Gerry  Burke, 
thought  the   random  drawing 
was  a  humorous,  topical  way  to  address  the  province's 
unemployment  rate.  But  the  provincial  government  think 
lessness  is  no  laughing  matter.  Calling  the  contest  "t 
disgusting,"  Newfoundland  Treasury  Board  Chairman  Wi 
Baker  threatened  to  pull  Labatt's  license  to  sell  beer  unlei 
brewer  canceled  the  promotion.  Baker  also  objected  to 
ads  that  played  on  national  stereotypes  of  Newfound]and( 
hard-drinking  layabouts.   Good  thing  Labatt  had 
dropped  plans  to  offer  a  20-week  job  as  second  prize. 


with  a  former  Advest  broker 
and  a  customer.  They're  ac- 
cused of  manipulating  the 
closing  price  of  TeleConcepts 
shares  in  1987  and  1988  to 
avoid  margin  calls. 


SEARS  GETS  HANDED 
A  HUGE  REPAIR  BILL 


►  Sears  Roebuck  agreed  on 
Sept.  2  to  pay  $8  million  to 
resolve  complaints  that  its 
Sears  Auto  Centers  cheated 
customers  by  making  unneed- 
ed  repairs.  Denying  any  liabil- 
ity or  intentional  wrongdoing. 
Sears  settled  charges  by  the 
state  of  California  as  well  as 
19  related  class  actions. 


The  agreement  call 
Sears  to  reimburse  Call 
$3.5  million  for  investi] 
costs,  establish  a  $1.5  r 
auto-repair  training  pro 
and  offer  affected  cust 
$50  coupons  toward  pun 
at  Sears  stores.  The  rets 
prepared  to  hand  out  a 
933,000  coupons  nationv' 


ANIMAL  RIGHTS 
AND  A  PINK  SLIP 


►  Did  Procter  &  Gamb 
a  worker  in  Green  Bay.\ 
because  she  was  a  spon»r 
an  anti-animal-testing  lit 
tion  that  will  be  raised  t 
upcoming  annual  meiir 
P&G  says  no,  but  Tina  'jr 
imi,  an  eight-year  P&G  si 
an,  thinks  she  was. 

Geronimi  says  she  wj  1 
minated  on  June  11  foifa 
fying  her  time  sheet. 
mits  she  might  have  eiei 
the  wrong  number  of  ,0'' 
by  mistake.  But  she  sa( ; 
had  no  prior  disciplina  t 
ord  and  has  filed  a  grit 
While  refusing  to  talk  ■ 
ics,  P&G  says  "she  was^ 
for  specific  performan 
job-related  reasons."  Po 
says  its  plant  managerjiii 
know  Geronimi  was  s]!ri 
ing  the  resolution  andfi' 
that  three  other  emploje 
sponsors    ce  still  on  tl'  j 
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To  some  this  glass  is  half  full. 
To  our  flight  attendants  it's  definitely  half  empty 


Oil  CVC17  British  Airways  flight  our  highly  trained  staff  pays  special  attention  to  even  the  smallest  detail.  So  yoi 
always  arrive  refreshed  and  ready.  It's  the  way  we  make  you  fed  that  makes  us  the  worlds  favourite  airline. 


British  Airways 


The  worlds  favourite  airline.* 


EDITED  BY  STEPHEN  H.  WILDSTROM 


E  C-WORD  HAUNTING 
INTON'S  CAMP:  COMPLACENCY 


bit  of  political  histoi-y  has  been  making  the  rounds  of 
Bill  Clinton's  headquarters  lately:  Not  since  the  1948 
IVuman-Dewey  race  has  a  candidate  blown  a  lead  as 
the  one  Clinton  now  holds  over  George  Bush.  The 
L  may  be  comforting,  but  dangerous.  It's  far  too  early 
Little  Rockers  to  measure  offices  in  the  White  House, 
ited,  George  Bush's  give-'em-hell  assault  on  Clinton 
;  Democratic  Congress  has  been  a  decided  dud  so  far. 
suburban  independents  and  blue-collar  Reagan  Demo- 
ive  been  alienated  by  Bush's  lack  of  a  credible  econom- 
.egy  and  turned  off  by  his  damn-the-facts  campaign 
Once  again,  Bush  has  failed  to 
s  the  fundamental  concerns  of 
'  says  Democratic  strategist  Alan 

while  the  attack  on  Clinton  as  a 
1-spend  Democrat  isn't  lifting 
t  has  exposed  weaknesses  thai 
exploited  this  fall.  The  now-famil- 
i  discredited— charge  that  Clin- 
sed  taxes  128  times  as  governor 
c  howls  of  outrage  from  the  Ar- 
But  the  barrage  put  Clinton  on 
3nsive.  He  responded  that  he  had 
.axes  58  times  but  also  had  low- 
her  levies.  Implication:  Clinton 
)e  more  likely  to  sock  taxpayers 
e  newly  contrite  Bush. 
i  PUNCHES.  One  top  adviser  to  Michael  S.  Dukakis'  1988 
jn  fears  that  the  Clinton  team  may  be  over-interpret- 
last  election.  Dukakis,  the  Clintonites  figure,  lost  l)e- 
e  failed  to  respond  quickly  to  Bush's  broadsides.  Clin- 
3  been  hitting  back  hard,  but  at  the  expense  of 
ng  a  positive  image  of  himself.  "People  aren't  con- 
:hey  want  Clinton  as  President  yet,"  the  adviser  says, 
what  Clinton  has  to  get  on  with." 
m's  aides  realize  they  have  to  seize  the  offensive.  For 
ng,  the  team  brought  aboard  bv  new  White  House 


Chief  of  Staff  -lames  A.  Baker  III  isn't  going  to  be  making 
clumsy  mistakes.  So  an  upcoming  ad  blitz  will  tell  voters 
their  choice  is  between  Bush's  sickly,  stand-pat  economy  and 
Clinton's  [)lan  to  boost  growth  thi-ough  pul)lic  investment  and 
education.  The  theme,  says  his  political  director,  James  Car- 
ville:  "If  you  want  the  status  (juo,  vote  for  Bush.  If  you  want 
somebofly  who'll  shake  things  up,  vote  for  Clinton." 

Clinton  also  must  tread  carefully  in  debates  with  Bush, 
which  will  probai)ly  start  in  late  Septeml)er.  The  governor  is 
a  master  of  policy  details,  but  that  could  handicap  him  if  he 
slijis  into  wonkism.  And  the  debates  are  where  Baker  could 
give  Bush  a  real  edge  as  he  liolds  out 
for  favoral)le  terms.  For  example,  he'll 
demand  a  foreign-policy  matchup  as  late 
as  possible.  "Baker  will  keep  a  format 
that  limits  majoi'  mistakes  by  the  Pres- 
ident," says  University  of  North  Carolina 
political  scientist  Ted  Arrington.  "Clinton 
has  to  sound  measured,  mature,  and  sta- 
ble, liush  won't  have  thai  burden." 
LIMITED  SIGHTS.  Preparing  foi'  u})  to 
three  debates  will  take  a  big  bite  out  of 
Clinton's  campaigning  time.  That  may 
ultimately  force  Clinton  to  rethink  his 
strategy  of  competing  in  all  50  states, 
liush  has  already  limited  his  sights.  The 
White  House  has  all  l)ut  written  off  Cal- 
ifornia to  concentrate  on  its  Southern 
base,  the  border  states,  and  the  industrial  Midwest. 

With  Bush  running  a  more  disciplined  campaign,  Clinton 
should  ponder  another  factoid:  The  Repulilicans  have  surged  in 
the  final  weeks  of  every  campaign  since  19(i().  With  a  re- 
newed focus,  a  high-i)ressure  strategy  designed  to  provoke 
Clinton  into  a  costly  late  mistake,  and  a  little  good  news  on 
the  economy.  Bush  can  still  battle  back.  That's  why  the  cocky 
Clintonites  woukl  do  well  to  think  back  on  the  fate  thai  befell 
Tom  Dewey  in  another  runaway  election  that  got  away. 

Bi/  Douijlds  Hinbrvclit 


LWRAPUPI 


1  the  experts  are  confused.  One 
■  George  Bush  has  wiped  out  Bill 
n's  lead  in  the  polls,  the  next 
he  Democrat  is  comfortably 
The  problem,  survey  research- 
l)lain,  lies  both  in  the  polls  and 
'ilic.  Pollsters  say  the  electorate, 
i>  strong  attachment  to  either 
:iie,  really  is  extremely  volatile, 
le  reliability  of  some  polls  is 
because  their  very  small  sam- 
tften  less  than  800— increase  the 
1  of  error.  Pollsters  also  say  the 
i  are  unstable  because  they  are 
:  a  hard  time  figuring  out  just 
likely  to  vote  this  year.  Journal- 


ists compound  the  problem  with  sloppy 
reporting.  By  treating  different  polls  as 
equivalent  when  samples  and  methodol- 
ogy vary,  the  reports  make  it  seem  as 
though  voters  are  veering  wildly  from 
day  to  day. 

The  mess  is  intensified  by  a  new 
phenomenon:  widesin'ead  lying  by  vot- 
ers upset  with  the  i)revalence  and  pow- 
er of  the  pollsters  and  market  re- 
searchers. "There's  a  lot  of  mischief 
right  now,"  says  Karlyn  H.  Keene  of 
the  American  Enterprise  Institute.  But 
pollsters  expect  reliability  to  increase 
as  Election  Day  nears.  Their  samples 
will  be  larger,  identification  of  likely 
voters  will  be  sharper,  and  the  voters 
themselves  will  he  more  focused. 


CONGRESS 


Just  how  damaging  has  the  House 
Bank  .scandal  been  to  members  who 
wrote  bad  checks  on  the  now-defunct 
institution?  Devastating.  Of  the  20 
worst  abusers  listed  in'  the  House  eth- 
ics i)anel,  four  have  i)een  defeated  in 
primaries  and  one.  New  York  Demo- 
crat Stephen  J.  Solarz,  faces  an  uphill 
road  to  renomination  in  his  ijrimary 
on  Sei)t.  15.  Six  others  decided  not  to 
i-un  for  reelection.  Check-bouncing 
l)roved  riskier  for  Republicans  than 
Democrats:  Seven  of  15  Democrats 
among  the  top  20  abusers  are  likely 
to  be  liack  next  year,  but  3  of  5  Re- 
publicans have  already  fallen. 
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How  Express  Mail 
Increased  Boat  Sales  Ings 
Liquid  Assets. 


il 


I 


Mike  Hoffman's  job  doesn't  end  when 
his  customers  leave  the  showroom.  Years  of 
experience  as  President  of  Boat  Sales  Inc.  have 
taught  him  that  he  has  to  reach  them  when 
they're  at  home,  thinking  about  leisure.  Problem 
is,  that's  usually  on  Sundays  and  holidays.  And 
that's  where  the  Post  Office  has  come  in. 

Express  Mail®  from  the  Post  Office  is  the 
only  overnight  service  that  guarantees  delivery 
on  Sundays  and  holidays*- and  at  no  extra 
charge.  It's  been  the  perfect  solution. 

Now  Mike  can  get 
brochures,  color 


;F  charts  or  fabric 
/     samples  from 
lis  showroom  in 
Indianapolis  to  cus- 
tomers when  he  really 


needs  to.  365  days  a  year.  And  that's  paid  off  for 
Mike  with  one  of  the 
best  seasons  he's 
ever  had.  He  also 

points  out  that  '    "V        .  .  *i 

since  the  Post 
Office  will  pick  up  as  many  packages  as 

he  has  for  S4.50,  Express  Mail  has  proven  to 
be  truly  economical. 

It  really  comes  down  to  customer  service,  " 
explains  Mike.  "A  customer  requests  informa- 
tion, and  boom,  I  get  it  to  him  the  next  morning. 
He  really  remembers  that.  I  count  on  Express 
Mail  to  help  me  make  the  sale." 

To  put  Express  Mail  to  work  for  you, 
contact  your  local  Post  Office  for  details,  or  call 
1-800-843-8777  Ext.  100  for  a  Starter  Kit.  And 
find  out  how  lucrative  \our  next  season  could  be. 


WE  DELIVER 
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EUROPE  I 


EUROPE'S 
SHAKEOUT 

THE  RACE  TO  RESTRUCTURE  IS  GETTING  FRANTIC 


A 


they  gathered  at  an  offbeat  man- 
agement meeting  early  this  sum- 
at  Euro  Disney's  spanking 
new  theme  park  outside  of  Paris,  top  exec- 
utives of  General  Motors-Europe  were  feel- 
ing pretty  good.  After  all,  they  had  spent 
the  past  five  years  honing 
their  manufacturing  edge 
into  the  sharpest  in  Europe, 
and  a  pat  on  the  back  seemed 
deserved.  Unlike  their  fum- 
bling bosses  in  Detroit,  the 
Euro  crowd  could  claim  some 
of  the  hottest  cars  on  the 
Continent,  the  most  efficient 
auto  plants,  and,  not  to  be 
overlooked,  profits — big  ones.  While  De- 
troit poured  red  ink,  (;m  Europe  had  kicked 
in  $9  billion,  making  it  the  undisputed  gem 
in  c.m's  tarnished  crown. 

But  kudos  were  scarce  at  Disneyland. 
All  the  CM  brass  got  to  take  home  were 
fake  $1,000  bills  encased  in  plastic.  The 
message:  To  compete  in  the  future,  GM  .still 
must  squeeze  a  thousand  bucks  from  the 
average  cost  of  cars  it  produces  in  Europe. 
GRASS-ROOTS  EFFORT.  Practically  every 
big  Continental  company  is  broadcasting 
similar  reminders  these  days.  As  the  count- 
down quickens  toward  Europe's  day  of 
destiny — the  creation  of  its  vaunted 
single  market  on  Jan.  1,  1993 — the  Old 
World's  industry  is  girding  itself  to 
meet  the  shock  of  wide-open  international 
competition. 

Carmakers  such  as  (i.M,  whose  Opels  and 
Vau.xhalls  are  nameplates  as  European  as 
Renault,  are  in  the  vanguard  of  this  revolu- 
tion. They  face  tougher  rivalry  not  only 
from  one  another  but  also  from  the  Japa- 
nese, the  South  Koreans,  and  export- 
hungry  Americans.  To  meet  the  challenge, 
Mercedes-Benz  is  slapping  up  a  new  $1.4 
billion  plant  near  Heidelberg  that  will  build 
cars  20''/'  more  cheaply  than  Mercedes  does 
now.  France's  Peugeot  has  boosted  produc- 
tivity by  507'  in  the  past  five  years  and  is 
charting  another  507'  gain  over  the  next 
five.  Fiat  is  moving  production  to  Poland. 
Ghostly  assembly  lines  stand  idle  at  its 


EUROPE'S 
MAKEOVER  IS  ITS 
BIGGEST  SINCE 
WORLD  WAR  II 

I 


grimy  headquarters  town  of  Turin,  Italy, 
where  unemployment  is  107  and  rising. 

Multiply  such  moves  over  every  industry 
in  Europe,  and  it  adds  up  to  a  grass-roots 
makeover  of  the  $6  trillion  European  econ- 
omy— the  biggest  industrial  overhaul  the 
Old  World  has  seen  since  the 
reconstruction  days  follow- 
ing World  War  II.  Shakeouts 
loom  in  nearly  every  Europe- 
an industry.  That's  because 
Europe  has  too  many  of  just 
about  everything:  22  airlines, 
12  auto  makers,  36  brands  of 
baby  food,  225  makes  of 
home  appliances.  So  formerly 
stodgy  companies  that  stuck  to  their  home 
markets  are  reinventing  themselves  as 
Europewide  players.  Like  Dutch  giant  Phil- 
ips Electronics,  they're  closing  local  plants 
to  concentrate  production  at  their  most  ef- 
ficient sites,  and  chasing  the  economies  of 
scale  promised  by  the  new  Europe. 

Some  of  these  new  strategies  are  certain 
to  fall  flat.  Philips,  for  one,  is  finding  the 
slogging  tough:  It  has  eliminated  207  of  its 
work  force — 47,000  employees — but  still 
can  barely  turn  a  profit. 

But  Europe's  survivors  are  going  to 
emerge  with  new  muscle,  ready  to  fight 
for  a  bigger  slice  of  global  markets.  That's 
already  starting  to  happen.  For  example, 
Britain's  formerly  sleepy  phone  company, 
British  Telecommunications  PLC,  has  shed 


170,000  jobs  and  invested  $17  billion  ii 
technology  since  it  was  privatized  in 
Now,  it's  grabbing  a  major  share 
transatlantic  data-transmission  bus 
from  U.  S.  companies,  French  and  Ge 
phone  companies  are  joining  the  fight 
Or  take  Usinor-Sacilor,  the  French 
maker.  Near  bankruptcy  a  decade  a 
has  gone  through  a  vast  shakeup,  elii 
ing  507  of  its  115,000  jobs.  It  has  inv 
in  new  technology  to  become  the  w 
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i-largest  steel  company  after  Nippon 
Corp.  and  has  moved  aggressively 
he  U.  S.  Among  other  likely  winners 
arope's  big  makeover  are  French 
cal  producer  Rhone-Poulene,  British 
lys,  telecommunications  giant  Alca- 
isthom,  Britain's  United  Biscuits, 
Brown  Boveri,  and  Nestle, 
arly,  Europe's  restructuring  binge  of- 
big  payoff.  But  nobody  said  it  would 
isy.  The  European  Community,  al- 


ready mired  in  an  economic  slump,  faces 
high  unemployment  (chart)  and  extremist 
political  backlash — such  as  Germany's  anti- 
immigrant  riots  of  recent  days.  Like  the 
former  Soviet  bloc,  the  12-nation  EC  is  dis- 
covering an  unpleasant  truth:  It's  painful 
to  emerge  from  a  protected  shell. 

That's  why  French  voters,  weary  of  109^ 
unemployment  and  wary  of  losing  sover- 
eignty, are  threatening  to  sabotage  Eu- 
rope's crucial  next  step  toward  unity,  the 


ORPORATE  EUROPE 

UYOnS  ARE  SURGING  AND  COMPANIES  ARE  REGROUPING 


Maastricht  Treaty,  at  a  Sept.  20  referen- 
dum. The  treaty,  negotiated  by  EC  govern- 
ments last  December,  would  create  a  sin- 
gle currency  by  decade's  end  and  launch 
Europe  toward  political  union.  Danish  vot- 
ers nixed  it  in  June,  and  polls  indicate  the 
French  could,  too.  While  a  non  vote  would 
put  the  single  currency  in  limbo  and  roil 
the  financial  markets  (page  51),  many  Eu- 
ropeans think  that  it  might  not  be  such  a 
bad  thing.  Stripped  to  its  essentials,  Eu- 
rope '92  has  been  history's  most  ambitious 
exercise  at  deregulation.  But  opponents 
say  Maastricht  risks  stifling  the  whole  ex- 
periment by  vesting  bureaucrats  in  Brus- 
sels with  new  powers. 

Yet  no  matter  how  the  French  vote,  the 
fundamentals  of  the  single  market  are  in 
place.  And  most  Europeans  realize  the 
course  they  have  taken  is  irreversible  as 
global  markets  get  more  competitive.  But 
that  also  means  the  coming  shakeout  could 
be  long  and  painful.  Company  after  compa- 
ny plans  to  slash  jobs  over  the  next  two  or 
three  years:  8,000  more  at  Usinor-Sacilor 
steelmills,  10,000  at  Volkswagen,  20,000  at 
Mercedes-Benz.  At  Asea  Brown  Boveri,  the 
electrical  equipment  giant,  "you  will  see  us 
closing  factories  this  year  and  next  year 
across  Europe,"  says  Eberhard  von 
Korber,  head  of  German  operations. 

COUNTING  THE  DAYS.  The  EC  haS  40%  of 

the  industrial  world's  work  force,  but  60%' 
of  its  unemployed.  The  restructuring  wave 
could  raise  Europe's  jobless  share  to  80% 
liy  decade's  end,  predicts  an  internal  study 
ijf  the  Organization  for  Economic  Coopera- 
tion &  Development.  "When  it  comes  to  un- 
employment, you 
ain't  seen  nothing 
yet,"  warns  Douglas 
McWilliams,  econom- 
ic adviser  to  the  Con- 
federation of  British  Industry. 

Some  U.  S.  executives  worry  that  when 
the  full  brunt  of  open  competition  finally 
hits  European  companies,  they  will  once 
again  cry  out  for  governmental  protection. 
They  wonder,  for  example,  whether  Eu- 
rope is  serious  about  deregulating  govern- 
ment procurement — a  nationalistic,  $400 
billion  market. 

Yet  most  of  Europe's  companies  are  ea- 
ger to  see  borders  fall.  They're  hunting 
new  growth  potential  in  a  vast  market  of 
344  million  consumers — and  they're  eager 
to  take  advantage  of  a  seamless  Europe's 
new  efficiencies. 

German  auto  maker  Audi  is  counting  the 
days  until  Jan.  1.  Then,  quick  border  cross- 
ings will  let  it  integrate  cheap  Portuguese 
suppliers  into  its  "just-in-time"  system. 
Consumer  giant  Unilever  PLC  is  replacing 
local  brands  with  European  products.  That 
has  let  it  shut  three  of  its  five  toilet-soap 
factories.  Local  rules  limited  such  stan- 
dardization in  the  past. 

Despite  protectionist  fears,  American 
companies  should  be  among  the  new  Eu- 
rope's big  winners.  Because  they  were  al- 
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ways  organized  on  a  Eur- 
opewide  basis,  such  old 
liands  as  GM,  IBM,  Hew- 
lett-Packard, and  Coca- 
Cola  have  a  huge  head- 
start  in  the  race  to 
restructure  for  the  single 
market.  They're  used  to 
big,  open  territories. 
Many  Europeans  also  see 
them  as  allies  in  fighting 
the  Japanese — who  have 
their  sights  trained  on 
the  new  Europe.  Now, 
U.  S.  companies  are  mak- 
ing major  new  commit- 
ments, hoping  European 
expansion  will  make  up 
for  flat  markets  at  home. 
Coke,  for  example,  thinks 
soft  drinks  will  grow  8'/< 
a  year  in  Europe  in  the  1990s,  vs.  a  scant 
I'/f  in  the  U.  S.  It's  trying  to  build  a  more 
efficient  bottling  network  to  gobble  up 
market  share. 

Last  year.  Whirlpool  Corp.  bought  out 
Philips'  appliance  business,  and  now  it  aims 
to  dethrone  Electrolux  Corp.  as  Europe's 
white-goods  king.  Whirlpool  is  finding  it 
can  sell  the  same  washer  and  refrigerator 
around  Europe — a  cost-cutting  strategy 
that  defies  classic  views  on  consumers'  bal- 
kanized  tastes.  Thanks  to  the  emerging 
single  market,  "this  is  a  unique  chance  to 
position  yourself,"  says  Jeff  Fettig,  Whirl- 
pool's European  marketing  vice-president. 
"You  rarely  see  a  time  when  customers, 
government  rules,  everything  is  changing 
all  at  once." 

ADDED  MILEAGE.  Brussels  is  smoothing  the 
way  by  setting  Europewide  standards  for 
hundreds  of  products, 
from  the  flammability  of 
children's  toys  to  the  size 
of  a  can  of  peas.  Fewer 
than  200  will  be  ready  by 
the  Jan.  1  target  date, 
but  they're  coming,  and 
many  businesses  are 
pleased.  More  significant 
still:  Starting  Jan.  1,  a 
product  that's  approved 
for  sale  in  one  EC  country 
must  be  accepted  any- 
where. That  will  allow, 
say,  Pepsi-Cola  to  be  bot- 
tled from  the  same  for- 
mula all  over  Europe. 
Now,  Pepsi  must  switch 
ingredients  to  meet  na- 
tional standards,  boost- 
ing costs.  "We're  looking 
at  pan-European  prod- 
ucts in  all  our  markets," 
says  Eric  L.  Nicoli,  CEO 
of  United  Biscuits. 

The  added  efficiency  is 
needed  if  European  com- 
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panics  are  to  catch  up  with  their  rivals.  In 
such  key  global  industries  as  automobiles, 
computers,  machine  tools,  consumer  elec- 
tronics, semiconductors,  and  air  transport, 
the  Old  World  has  fallen  behind  its  cost-ef- 
ficient Japanese  and  American  rivals. 

Now,  Europe's  carmakers  are  rapidly 
toughening  up.  As  quotas  on  Japanese  cars 
gradually  lift  by  decade's  end,  the  Europe- 
ans face  a  brawl  to  hang  on  to  market 
share.  But  the  best  performers  should  do 
better  against  the  Japanese  than  America's 
auto  makers  did  in  the  1970s.  And  their 
falling  costs  will  help  them  compete  in  the 
U.  S.  as  well.  European  costs  were  25% 
above  the  Japanese,  but  they  have  cut  that 
gap  nearly  in  half.  On  top  of  that,  they  are 
rushing  out  new  models  at  a  faster  pace  to 
catch  up  to  the  whirlwind  Japanese.  Merg- 
ers and  alliances — some  of  them  with  for- 


THE  EC:  A  PROGRESS  REPORT 


BIG  CHANGES 


BORDERS  No  passports  after  Jan.  1.  Red  tape  cut  for  shippers 
AIR  TRAVEL  Any  European  carrier  can  fly  between  EC  countries 
TAXES  A  15%  minimum  VAT.  No  overlapping  taxation  of  profits 
EC  setting  product  rules.  Approval  in  one  countr 


MODEST  GAINS 


TELECOMMUNICATIONS  Services  such  as  cellular  and  data 
transmission  opening 

AUTOS  Japanese  imports  frozen,  some  growth  for  transplants 


POLITICAL  UNION  Collapse  of  Maastricht  would  set  it  back  decades 
SINGLE  CURRENCY  In  limbo  if  Maastricht  dies 
CORPORATE  RULES  Everything  from  disclosure  to  accounting  varies 
CIAL  CHARTER  Business  is  blocking  labor  demands  for  EC-wide 
imum-wage  legislation  and  restrictions  on  layoffs  B^j^  gy^ 


NORTHERN 
ITALY'S  TEXTILE 
WORKERS  FACE 
MASSIVE  LAYOFFS 

eign  multinationa 
should  help.  Renault 
Volvo,  linked  already, 
likely  to  merge  outri 
Fiat  has  propose( 
merger  to  Peugeot,  i 
Peugeot  Chairman  | 
ques  Calvet.  So  | 
though,  he's  not  inte 
ed.  GM  and  Ford,  w 
have  lots  of  experi 
fighting  the  Japan 
have  squeezed  the 
difference  with  t 
down  to  10%. 

TELECOM  TITAN.  In 

high-stakes  world  of 
tech,  Europe  is  having  a  tougher  ■ 
Groupe  Bull,  Philips,  Thomson,  and  Oli 
are  struggling,  and  the  prognosis  is  u: 
tain.  The  best  hope  of  these  companies 
be  alliances  with  competitors,  inclu 
Americans.  IBM,  which  wants  to  beef 
Europe,  is  happy  to  oblige.  It  has  fo 
partnerships  recently  with  Bull  and 
mens  and  has  invested  in  literally  hum 
of  European  software  firms  and  com{ 
dealers.  Digital  Equipment  has  te; 
with  Olivetti,  and  Motorola  with  Ph 
One  European  high-tech  company 
seems  certain  of  emerging  on  the 
team  is  France's  Alcatel- Alsthom.  The 
pany  has  been  buying  telecommunica 
equipment  businesses  around  Eurc 
from  ITT,  AEG,  and  Olivetti.  It  has 
past  AT&T  as  the  world's  biggest  tel 
munications  manufacturer. 

Other  powerful  f 
are  driving  chang 
well.  A  new  wave  o 
vatization  is  forcini 
maining  state  comp 
to  get  into  better  s 
Massive  sell-offs 
afoot  in  France  and 
where  such  compan 
Rhone-Poulenc, 
chiney,  and  ENI  will 
the  block  once  ma 
permit.  Germany  is 
preparing  to  priv 
Lufthansa — one  n 
why  it  is  pushing  iti 
erously  treated  en 
ees  for  concessioni 
Sept.    1,  Luftha 
unions  agreed  to  pa 
pay  increases  this 
work  more  flexible 
ules,  and  refrain 
protesting  the  eliii 
tion  of  some  8,00C[' 
through  1994.  I 
The  high  cost  ofjl' 

 \- 


1 


INTERNATIOn 
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/  his  brief  history  of  the  ballot  is  the 

last  of  four  such  essays  that  ITT  is 
presenting  in  the  course  of  the  elec- 
-  tion  year.  Whatever  our  political 
beliefs  or  party  affiliations,  we  all  have 
a  stake  in  the  outcome  of  our  electoral 
process.  One  way  to  encourage  broad  partici- 
pation in  the  political  process,  we  believe,  is 
to  help  Americans  understand  how  the  sys- 
tem works  and  where  it  came  from.  Its 
importance  cannot  be  overemphasized;  our 
present  and  future  depend  on  it. 

Rand  V.  Araskog, 

Chairman,  President,  and  CEO,  ITT 


It  is  an  irony  of  American  history  that  the 
right  to  vote,  something  for  which  men  and 
women  have  battled  passionately  and  at  times 
even  violently  for  two  centuries,  has  come  in  our 
own  time  to  seem  of  so  little  value  that  most 
citizens  seldom  cast  ballots  at  all.  Defining  who 
can  and  cannot  vote  has  been 
one  of  the  most  important        FoUfth  ifl 
ways  in  which  Americans  have  -     3  SerieS  Of 
defined  democracy  throughout  mpccanoc 
their  history.  Now  that  legal  meSSageS 
obstacles  to  the  ballot  have  'fOm 
been  largely  eliminated,  it  is 
worth  considering  the  enor- 
mous effort  that  lay  behind 
this  great  and  now  largely  unappreciated 
achievement. 

In  colonial  America  the  right  to  vote  was 


Above:  Black  New  Yorkers  march  down  Fifth  Avenue  for  equal  rights  in 
1912.  Below:  Suffragists  demonstrate  for  the  right  to  vote. 


closely  tied  to  economic  status, 
gender,  religion,  and  race.  Prop- 
ertyless  male  citizens,  women, 
slaves,  and  indentured  servants 
could  seldom  vote.  Neither,  in  some 
places,  could  Catholics,  Jews,  dis- 
senting Protestants,  and  free  blacks. 
The  Revolution  removed  some  of 
these  restrictions,  and  by  1800  most 
white,  male  taxpayers,  whatever 
their  religion,  were  entitled  to  vote. 
But  propertyless  men,  all  women, 
and  most  blacks  —  vastly  more  than 
half  the  potential  electorate  — 
remained  disenfranchised. 

Followers  of  Andrew  Jackson 
and  others  made  the  right  of 
all  white  males  to  vote  a  cen- 
tral part  of  their  definition  of  a 
democratic  society.  The  franchise, 
they  argued,  was  not  a  privilege 
that  a  male  citizen  must  earn,  as 
some  Americans  continued  to  argue. 
It  was  a  basic  right,  which  individ- 
uals needed  to  protect  themselves 
against  tyranny.  First  in  the  new 
states  of  the  West,  and  gradually  in 
the  older  eastern  states  as  well,  they 
abolished  property  requirements 
am  .  established  the  principle  of  i  ni- 
versal  white  male  suffrage.  But  by 
the  time  of  the  Civil  War,  two  large 


gi'oups  continued  to  face  legal  obsta- 
cles to  the  franchise:  African-Amer- 
icans and  women. 

The  cause  of  woman  suffrage 
enlisted  the  energies  and  passions 
of  three  generations  of  female 
activists,  beginning  in  1848 
at  Seneca  Falls,  N.Y.  There,  a  gath- 
ering of  300  reformers,  led 
by  Elizabeth  Cady  Stanton  and 
Lucretia  Mott,  issued  a 
"Declaration  of  Rights 
and  Sentiments 
(patterned  on  the 
Declaration  of 
Independence), 
which  pro- 
claimed that 


women  had  the 
same  inalien- 
able rights  as 
men,  including 
the  right  to  vote. 
Most  men,  and 
some  women,  scorned 
these  demands,  con 
vinced  that  women  lacked  the 
capacity  or  experience  to  participate 
intelligently  in  politics.  But  the 
authors  of  the  Declaration,  joined 
later  by  Susan  B.  Anthony  and  oth- 
ers, spent  much  of  their  lives  in  a 
long,  often  lonely  battle  for  their 


cause.  By  the  early  20th  cen1 
they  had  attracted  over  two  mi 
members  to  the  National  Wo 
Suffrage  Association.  By  191i 
states  allowed  women  to  vote  ' 
least  some  elections.  And  in  1 
finally,  the  19th  Amendment,  ^ 
anteeing  women  voting  rights  e 
to  men  throughout  the  nat 
became  part  of  the  United  S' 
Constitution. 

The  struggle  of  African-Ai 
cans  to  win  the  franchise  was  k 
and  more  difficult.  The  15th  An 
ment  to  the  Constitution,  rat 
in  1870,  proclaimed 
"the  right  of  citizens... to  vote 
not  be  denied  or  abridged 
account  of  race,  color,  or  pre' 
condition  of  servitude."  And  d\ 
much  of  the  late  19th  century, 
stantial  numbers  of  black  votei 
manage  to  cast  ballots.  Gradi 
however.  Southern  whites  de 
an  elaborate  series  of  devices  — j 
taxes,  literacy  tests,  propj 
requirements,  and  others  —  thi 
1900  had  succeeded  in  barring  i 
southern  blacks  (and  many  m 
whites)  from  the  polls. 

Northern  states  also  add 
new  literacy  and  property  req;i 
ments,  effectively  disenfranch?; 
many  new  immigrants  (as  wd 
African-Americans).  Evel 
troduction  oft 
secret  ballot  ii  t 
late  19th  ceii 
served  to  re,i 
the  franch  e 
some  st.»;( 
Party  ora: 
zations  te 
selves  bait 
ditionally  i 
ed  ballots  - 
"tickets"  —a 
distributed  i( 
to  their  followfS 
be  deposited  oper.y 
voting  boxes.  Bosses  (ad 
some  places  employers)  could  ' 
monitor  their  voters.  Reformei.  c 
rectly  argued  that  the  secret  il 
limited  corruption,  and  they  lai 
ferred  responsibility  for  priti; 
ballots  and  administering  thepo 


le  government.  In  doing  so,  they 
:-ply  reduced  the  practice  of  buy- 
/otes  or  intimidating  voters.  But 
secret  ballot  also  excluded  peo- 
vho  were  illiterate  or  who  could 
read  English,  of  whom  there 
■i  many. 

1  1907,  the  great  black  leader 
scholar  W.E.B.  Du  Bois  joined 

I  others  to  create  the  National 
wiation  for  the  Advancement  of 
red  People,  which  spearheaded 
-year  effort  to  challenge  racially 
riminatory  laws  and  practices, 
uding  those  that  restricted 
ss  to  the  ballot. 

1 1944,  NAACP  lawyers  helped 
uade  the  Supreme  Court  to  bar 
all-white  primary,  a  common 
ce  in  much  of  the  South  to  pre- 
;  blacks  from  voting.  But  it 
ained  for  the  civil-rights  move- 
t  in  the  South  in  the  1950s  and 
)s  to  destroy  the  last  obstacles  to 
il  voting  rights.  Civil-rights 
ers  staged  major  campaigns 
noting  rights  in  Mississippi  in 
t  and  in  Selma,  Ala.,  in  1965, 
of  which  resulted  in  consider- 
violence  and  the  deaths  of  some 
onstrators.  But  the  power  of  the 
ement  helped 
uade  President 
ion  Johnson  to 
)ose  and  win 
age  of  a  strong 
ral  voting- 
Ds  bill,  the  Civil 
ts  Act  of  1965. 
g  with  the  24th 
ndment  to  the 
stitution,  rati- 
in  1964,  which 
iibited  levying 

II  tax,  and  sev- 
Supreme  Court 
sions  striking 
1  other  discrimi- 
ry  laws,  the  last 
1  obstacles  to 
)allot  were  now 
ely  removed. 

the  1980s, 
can-American 
rs  had  regis- 
i  in  large  num- 
throughout  the 


Voters  wait  in  line  to  cast  their  ballots. 

South  and  had  become  an  important 
factor  in  the  region's  politics. 

Franchise  restrictions  survive  in 
some  places  even  today.  Long  resi- 
dence requirements  in  some  states 
exclude  many  recently-arrived  vot- 
ers; cumbersome  registration  pro- 
cedures discourage  some  potential 
voters.  Many  states  have  passed 
laws  discouraging  third-party  or 
independent  candidates  for  office  by 


imposing  difficult  requirements  for 
winning  a  place  on  the  ballot.  Never- 
theless, third  party  and  independent 
candidates  have  managed  to  mount 
effective  third  party  campaigns 
periodically  throughout  American 
histoi-y.  Not  since  1824,  however,  has 
the  electoral  vote  been  so  divided,  as 
to  deny  a  majority  to  either  of  the 
major  party  candidates  and,  there- 
by, throw  the  election  into  the 
House  of  Representatives. 

But  the  most  important  obstacle 
to  voting  in  the  late  20th  century  is 
not  a  legal  one.  It  is  the  apparent 
apathy  and  indifference  of  much  of 
the  electorate,  which  has  become 
disillusioned  with  politics  and  gov- 
ernment and  has  simply  stopped 
voting.  The  right  to  dislike  politics 
and  mistrust  government  is,  of 
course,  a  part  of  democracy.  But  the 
solution  to  the  nation's  problems  is 
not  withdrawal;  it  is  an  informed 
engagement  with  the  one  mecha- 
nism through  which  all  citizens  exer- 
cise power:  the  electoral  process.  ■ 

This  text  was  written  by  Alan 
Brinklcy.  Professor  of  History, 
Columbia  University 


Early  election  returns  are  posted  at  Nixon  campaign  headquarters  on  election  night,  1960. 
Nixon  lost  in  the  closest  election  in  the  20th  Century. 


Our  BEST'S 

Hartford  Life  Insurance  TT  TOrTl  /^T^ 

Company  and  ITT  Life  Insurance  I   I      I  I         I  I  I 

Corporation  are  proud  to  be  among  y  J  Vj    1^  3  \^  M 

the  select  group  of  insurers  awarded 

A.M.  Best  Co.'s  new  top  rating  of  A++  I         I       I  ^  I    ^  I  ) 

(Superior).  This  recognition  joins  the       l-^f  I       I  Wi^ 

AAA  ratings  we  receive  from  both  f  J  f    j  ^      ^    £   ^  §  %  ^ 

Standard  &.  Poor's  and  EXiff  &.  Phelps. 

According  to  A.M.  Best,  die  new  designation  reflects  "the  exceptional  quality  of  dieir  balance 
sheets  and  superior  financial  position,  relative  to  the  life  insurance  industry  as  a  whole." 

Earning  this  mark  of  excellence  was  die  result  of  a  lot  of  hard  work.  Since  1986,  our  assets  under 
management  have  grown  over  25  percent  a  year  -  twice  the  industry  average.  Our  group  retirement 
plan  assets  have  doubled  to  $10  billion  in  just  three  years.  And  our  individual  annuity  customers 
increased  by  two-thirds  in  1991  alone.  Today,  total  assets  under  management  are  more  than  $18  billion. 

What's  more,  diis  dramatic  growth  has  been  tempered  widi  prudence.  Mortgage  loans  and  real 
estate  represent  less  than  2%  of  our  general  account  investment  portfolio  -  with  no  rm-perfoming  assets. 
And  we've  never  purchased  a  single  junk  bond. 

Instead,  nearly  95%  of  our  portfolio  is  invested  in  government  securities  and  corporate  bonds. 
And  better  than  99%  of  our  bonds  are  high  quality  securities. 

We're  pleased  that  A.M.  Best 
Co.  has  endorsed  our  performance. 
And  we'd  like  to  perform  for  you. 
No  matter  what  your  insurance  and 
financial  services  needs,  by  choosing 
ITT  Hartford  you,  too,  will  receive 
an  extra  plus. 

For  our  brochure,  "A  Profile 
ot  Stability,"  write  to  Lon  Smidi, 
President,  ITT  Hartford  Life  Insur- 
ance Companies,  PO.  Box  2999, 
Hartford,  CT  06104. 


ITT  HARTFORD 


fcl992  ITT  Hartford  Insurance  Group.  Hartford,  CT  061 15 


ternational  Business 


)  redrawing  the  industrial  map.  With 
;  rising  faster  than  productivity,  Ger- 
industry  has  begun  moving  else- 
and  the  exodus  to  Eastern  Europe 
jints  farther  afield  may  grow.  Volks- 
1  is  trying  to  cut  labor  costs  by  put- 
)0%  of  its  new  investments  outside 
my,  including  a  new  car  plant  in 
And  BMW  is  setting  up  a  big  plant  in 
.  S.  "It's  a  political  message  to  the 
3,"  says  Norbert  Walter,  managing 
or  of  Deutsche  Bank  Research.  That 
.ge  is:  "Don't  think  we  can't  transfer 
ction  abroad." 

ilOiCE.  Labor  can't  help  but  notice, 
the  industrialized  north  in  Italy.  Un- 
yment  is  soaring,  and  the  govern- 
says  that  one  in  ten  industrial  jobs  in 
ea  could  be  at  risk  next  year.  The  job 
e  is  already  under  way  at  the  giant 
vorks  at  Settimo  Torinese,  Italy's 
t  apparel  factory,  which  churns  out 
d  men's  suits  with  labels  such  as 


Giorgio  Armani  and  Valentino  just  15  miles 
north  of  Turin.  GFT's  unions  have  had  no 
choice  but  to  go  along  with  management's 
strategy  to  shift  half  of  the  company's  pro- 
duction capacity  offshore  to  places  such  as 
its  Cuernavaca  plant  in  Mexico  and  another 
in  northern  China.  Says  Giuseppe  Cadili,  a 
30-year  veteran  of  the  plant:  "We  thought 
of  opposing  the  strategy  of  international- 
ization, but  the  company  would  have  gone 
completely  bust." 

While  job  losses  hurt  the  idea  of  Europe- 
an unity,  most  industrial  leaders  are  con- 
vinced that  Europe  has  little  choice  but  to 
go  ahead  with  corporate  overhaul.  Most 
Europeans  are  still  modest  players  on  a 
world  scale,  exporting  mainly  to  one  anoth- 
er. Without  the  vast  single  market,  "no  Eu- 
ropean country  has  any  future,"  says  Ber- 
trand  Collomb,  chairman  of  French 
building  materials  giant  LaFarge  Coppee. 

But  the  uproar  over  Maastricht  has 
made  a  politically  united  Europe  seem  de- 


cades away.  Confronted  with  the  ravages 
of  the  recession  and  economic  restructur- 
ing, Europeans  are  clutching  national  sov- 
ereignty like  a  ragged  security  blanket. 
But  if  the  Old  World's  big  industrial 
makeover  works  and  Europeans  grow  ac- 
customed to  a  borderless  market,  they  may 
eventually  find  borderless  politics  more 
palatable  to  the  governance  of  their  new 
economic  space. 

It  is  also  in  the  interest  of  the  rest  of  the 
world  to  have  Europe's  shakeout  pay  off. 
True,  the  new  Europe  may  become  a 
tougher  competitor.  But  its  spark  of  rising 
productivity  could  ultimately  light  a  new 
fire  under  global  trade  and  growth,  bene- 
fiting everyone.  That's  cause  for  a  hopeful 
toast  come  Jan.  1,  as  Europe  heads  into  its 
turbulent  new  era. 

By  Stewart  Toy  in  Paris,  with  John 
Templeman  in  Bonn,  Richard  A.  Melcher  in 
London,  John  Rossant  in  Rome,  and 
Stanley  Reed  in  New  York 


FRANCE  MAY  DEAL  UNITY  A  SETBACK— NOT  A  DEATH  SENTENCE 


S  p.  m.  on  Sept.  20.  Across  Eu- 
,  TV  sets  are  tuned  to  a  live 
from  Paris.  An  excited  an- 

drops  the  bombshell:  "It's 
"  French  voters  have  killed 
Maastricht  Treaty  for  closer 
opean  Community  monetary 
political  union, 
s  a  start  signal  for  a  wild  ride 
inancial  markets.  Sunday  or 
dealers  in  London  and  Tokyo 
ready  to  trade  as  investors 
'  a  relentless  drive  into  Ger- 

marks.  The  frenzy  batters 
pound  and  lira.  European 
denominated  in  anything 
marks  plummet.  France's  So- 
st  government  scrambles  to 
on  to  power. 

|hat  unnerving   picture  is 
painted  by  Maastricht  backers  to 
warn  against  rejecting  the  pact, 
let,  the  vote  is  too  close  to  call, 
ters  say.  But  even  a  non  in  the 
term  isn't  likely  to  derail  Europe's 
march  toward  economic  unity, 
ress  would  be  slower,  though, 
negotiations  on  everything  from 
c  procurement  to  telecom  deregu- 
1.  What  Europe's  messy  political 
3SS  may  rule  out  is  the  Euro-archi- 
'  vision  of  a  united  House  of  Eu- 
within  seven  years.  That  would  be 
itical  setback  but  not  a  tragedy, 
er  the  past  seven  years,  the  real 
le  of  European  change  has  turned 
:o  be  business,  not  Brussels'  bu- 
;rats.  To  meet  world  competition. 


POLLSTERS  SAY 
THE  SEPT.  20 
VOTE  IS  TOO 
CLOSE  TO  CALL 


executives  have  pres- 
sured politicians  for  de- 
regulation, open  borders, 
unified  taxes,  and  other 
goals  of  Europe  1992.  Even  if  Maas- 
tricht fails,  this  economic  payoff  may 
eventually  convince  voters  that  pursu- 
ing a  unified  currency  and  closer  politi- 
cal ties  is  feasible  and  desirable. 

But  for  now,  job  losses  and  fears  of 
meddling  from  Brussels  in  their  daily 
lives  have  made  voters  wary.  Many 
would  shed  no  tears  if  other  parts  of 
the  EC  agenda,  such  as  membership  for 
East  Europeans,  were  put  on  hold. 

A  French  non  could  crank  up  Eu- 
rope's flagging  economies  by  trigger- 
ing an  exchange-rate  realignment.  To 


keep  their  currencies  linked  to  the 
soaring  mark,  governments  have 
been  forced  to  push  up  interest 
rates.  Rejection  of  Maastricht 
would  give  them  a  chance  to  escape 
"the  monetary  straitjacket  imposed 
by  the  Bundesbank,"  says  Felix  Zu- 
lauf,  president  of  Zulauf  Asset 
Management  in  Zurich. 
NO  DEFENSE.  To  ease  fears  of  Ger- 
man domination,  however,  Paris 
and  Bonn  would  likely  keep  trying 
to  create  a  joint  defense  force.  But 
the  Yugoslavia  crisis  shows  how 
hard  it  is  for  Europeans  to  agree 
on  foreign  policy.  That  underscores 
the  continuing  importance  of  a 
U.  S.-led  NATO  to  Europe's  defense. 

Paradoxically,  a  narrow  French 
oui  vote  could  cause  worse  turmoil. 
"A  limited  'yes'  will  just  leave  a  lot 
of  open  questions,"  says  Richard 
Reid,  chief  economist  at  Frankfurt 
brokers  UBS  Phillips  &  Drew.  It 
would  prolong  the  debate  in  Britain 
and  Germany,  which  still  have  to  0.  K. 
the  pact.  Chancellor  Helmut  Kohl 
needs  a  strong  French  approval  of 
Maastricht  to  persuade  Germans  to  re- 
place the  mark  with  a  Euro  currency. 

A  French  non  would  be  a  clear  m< do- 
sage that  voters  want  to  see  hew  a 
borderless  market  works  before  sub- 
mitting to  a  supranational  state.  Such 
a  step-by-step  approach  should  be  more 
tolerable  to  Europeans  on  shop  floors 
and  in  executive  suites — and  even  to 
politicians  in  cabinet  rooms. 

By  John  Templeman  in  Botin 
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COSMETICS  I 


LAUDER  AND  BURNS:  RUMORS  OF  HER  DEPARTURE  HAVE  BEEN  GREATLY  EXAGGERATED 


AT  ESTEE  LAUDER, 

THE  SWEET  SMELL  OF  SURVIVAL 


After  a  rough  start,  cosmetics  cliief  Robiii  Burns  is  fighting  back 


The  cosmetics  industry  is  a  glamor- 
ous place  of  product-launch  par- 
ties, gorgeous  models,  and  impec- 
cably attired  executives.  But  for  every 
air-blown  kiss,  there's  a  rumor  that 
some  executive's  career  is  imploding. 
For  months,  the  choicest  gossip  has  been 
that  Robin  Burns,  the  39-year-old  presi- 
dent and  CEO  of  Estee  Lauder  USA, 
would  be  out  by  Christmas.  Her  sup- 
jjosed  sin:  failing  to  revive  the  "blue 
line"  of  cosmetics — so  named  for  its  dis- 
tinctive packaging — at  Estee  Lauder 
Inc.'s  $650  million  flagship  division. 

To  the  dismay  of  the  gossip  mongers, 
though,  Leonard  Lauder,  chief  executive 
of  the  $2  billion  privately  held  parent, 
dismisses  the  rumors:  "Robin  Burns  has 
three  years  left  to  run  on  her  contract, 
and  she  has  done  extremely  well."  Any- 
one looking  for  a  portent  of  Burns's  fall 
has  been  grieved  of  late  to  see  her  not 
only  dancing  with  the  boss  at  a  sales 
meeting  but  also  toasting  his  semiretired 
mother,  84-year-old  industry  legend  Es- 
tee Lauder,  at  a  swank  lunch.  In  Au- 
gust, Burns  threw  a  party  to  celebrate  a 
10/'  sales  gain  at  Estee  Lauder  US.\  for 
the  fiscal  year  ended  June  30.  That 


bettered  the  57'  increase  industry  watch- 
ers had  figured  for  1991  (table). 

Burns,  in  short,  is  looking  like  a  survi- 
vor. "Fve  learned  that  if  you're  a  woman 
my  age  running  a  company  this  size  and 
this  visible,  in  an  industry  that's  small 
and  incestuous,  there  are  people  wanting 
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THE  BUSINESS  Of  BEAUTY 

U.S.  SALES  OF  ESTEE  LAUDER'S  BRANDS 

Bronds 

Est.  1991  sales- 
Millions  of  dollars 

Change 
from  1990 

ESTEE  LAUDER 

Flagship  line 

5650 

5% 

CLINIQUE 

For  younger  consumers 

525 

5 

PRESCRIPTIVES 

85 

15 

For  professional  women 

ARAMIS 

Fragrances  for  both  sexes 

75 

-15 

ORIGINS 

"Natural  ingredients"  line 

10-15 

NA" 

BASED  ON  DEPARTMENT  STORE  SALES  '  'NOT  APPLICABLE  Q 


FOR  YEAR  ENDING  JAN  1 992   DATA  MOnUS  8  ASSOCIATES 
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to  stir  up  trouble,"  she  says.  V 
the  whispers  reflect  is  how  tough 
past  two  years  have  been  for  Burns, 
of  the  hottest  talents  in  cosmetics 
retailing.  She  landed  at  Lauder  in  Fe 
ary,  1990,  after  a  seven-year  stint 
president  of  Unilever's  Calvin  K 
Cosmetics  Corp.,  where  she  introdi 
the  best-selling  fragrances  Obses 
and  Eternity.  Upon  her  move  to  j 
der's  biggest  division.  Burns  was  hi, 
by  many  as  the  new  queen  of  cosmii 
and  fragrances.  | 

There  was  trouble  in  her  re. 
though.  While  the  blue  line  still  dom 
ed  the  $3.7  billion  prestige  cosni' 
business,  its  customers  were  gene: 
viewed  as  aging  women  still  fom 
Youth-Dew,  the  fragrance  Estee  i; 
duced  in  1953.  Although  Lauder's  p: 
had  gone  up  steadily  through  the  1! 
Burns  at  first  raised  prices  even  n 
so  that  makeup  that  was  never  a 
gain  now  seemed  outrageous. 

Adding  to  Burns's  challenge,  tw( 
Lauder  executives,  Pierre  Rogers 
Joseph  X.  Spellman,  had  become  pc 
ful  players  at  rivals  Lancome  and  I 
beth  Arden  Co.  "Rogers  and  Spel 
knew  Lauder's  strengths  and  weak 
es  and  attacked  with  an  arsenal,"! 
cosmetics  consultant  Allan  Mottus. 
knew  that  Burns  had  scaled  back  o^ 
motional  giveaways,  so  they  steppel 
their  own  promotions  and  boosted  a 
ket  share.  The  weakened  state  of  dt 
ment  stores,  Estee  Lauder's  main  o 
also  put  pressure  on  Burns. 
BACKFIRE.  Some  early  missteps  by  Ei 
made  matters  worse.   Last  fall, 
launched  Spellbound,  a  perfume 
signed  to  attract  younger  women 
its  untraditional  fragrance  and  m; 
ing.  Black-and-white  ads  featui't'd  a 
un-Estee  couple  with  decadent,  and 
nous  good  looks,  staring  intentl>  ai 
other.  To  cosmetics  marketing  >■< 
tant  Wendy  Liebmann,  it  locikrd 
something  Burns  would  have  ilnn 
Calvin  Klein,  and  Liebmann  tlnnk 
approach  may  have  turned  ofJ'  L; 
loyalists  accustomed  to  older  ads  \> 
more  aristocratic  vision   of  v:h- 
Also,  a  newsstand  distribution  of  'I. 
videotapes  touting  Spellbound  scfii  i 
achieve  little.  Burns  says  she  won'i'i; 
the  video  gambit  again. 

It  didn't  help  that  Unilever's  Eliz'if 
Arden  division  introduced  ElizabetK. 
lor's  White  Diamonds  around  the  ■ 
time,  and  Calvin  Klein's  Escape  al. 
buted  that  fall.  Spellbound  sold 
$20  million  its  first  year,  whilr  t  > 
and  White  Diamonds  sold  about  Sd 
lion  each,  industry  consultants  est  ■ 

Burns  acknowledges  Spellbound  ik 

score  a  big  hit,  but  she  insists  tli  i 

M.<f 


America's  doctors  speak  out  on  employee  health  insurance 


He  hasn't  missed  a  day  of  work  in  ten  years. 
Without  insurance,  he  can't  afford  to  get  sick. 


He's  a  hard-working  middle-class  American.  Yet 
his  family  lives  on  the  brink  of  disaster  every  day, 
simply  because  his  employer  is  too  small  for  a  group 
health  plan.  And  an  indi\idually  purchased  health 
insurance  policy  for  his  family  would  cost  nearly  $500 
a  month.  About  a  fourth  of  his  take-home  pay. 

He's  not  alone.  Today,  millions  of  working  people 
and  their  families  are  forced  to  live  without  health 
insurance  because  of  its  cost. 

The  800,000  member  physicians  of  the  American 
Medical  Association  think  this  is  wrong.  We  believe 
no  person  should  be  denied  access  to  our  health  care 
system.  Health  insurance  must  be  provided  to 


everyone  in  the  work  force,  regardless  of  their  income 
or  the  size  of  the  company  they  work  for  And  this  cov- 
erage must  be  continued  even  if  a  worker  changes  jobs. 

Most  people  in  this  countiy  do  receive  high  quality 
health  care.  But  the  system  must  be  improved.  And 
we  have  a  proposal,  called  Health  Access  America, 
that  wall  reduce  costs  while  preserving  the  quality 
of  our  system  and  individual  freedom  of  choice. 

Employee  health  insurance  is  just  one  of  the 
points  in  this  proposal.  If  you  would  like  to  learn  more 
about  Health  Access  America,  wi'ite  Dr.  Jim  Todd, 
Dept.  407,  American  Medical  Association,  515  North 
State  Street,  Chicago,  IL  60610,  or  call  us  today  at 
800  621-8335. 


American  Medical  Association 

Physicians  dedicated  to  the  health  of  America 


THE  SECRET  TO  INCREASED  PROFITS  AS 
DEMONSTRATED  BY  ORIGAMI. 


Olsten 


OFFERS 
THE 


FLEXIBLE 
WORKFORCE. 


Today  \'<  )ur  business  is  one  tiling.  Tomorrow  it  could  he 
a  wliole  (iilfcreni  animal.  WhiclT  means  you  need  a 
stall  that  can  restructure  with  it.  Because  wliiie  your 
employees  are  your  most  valuable  asset,  the>''re  also 
our  biggest  expense.  Olsten  has  the  solution:  flexibility. 

/n^B  With  Olsten's  Flexible  Workforce™  you  maintain  a  core  of 

■      full-time  workers.  Then,  depending  on  workload,  you  obtain 
I      additional  temporary  wcjrkers  from  Olsten  only  when  you 
^fc*-    need  them.  As  a  result,  xour  companv'  is  always  at  its 
leanest,  yet  ready  for  anything.  Because  you're  never  understaffed  or 
overstaffed,  you  eliminate  the  enormous  expense  of  overtime.  And 
because  Olsten  is  the  employer,  you  save  on  benefits,  record 
keeping,  and  personnel  administration  as  well  >^ 

So  make  Olsten  your  partner  in  [jrofitability  Atid  gain 
from  the  innovative  thinking  that  separates  us  from 
the  rest.  Find  out  about  our  Partnership  Program.  You'll 
see  that  flexibility  doesn't  just  look  good  on  paper 


Boos 


YOUR  BOTTOM  LINE. 
CALL 
1-800-225-TEMP  , 


am 

Temporary  Services 


THE    WORKING  SOLUTION^ 


overnment 


scent  has  long-term  strength  and  has 
been  the  best  launch  in  Estee  Lauder's 
history.  "Lauder's  fragrances  always 
start  small  and  grow  over  a  period  of 
time,"  she  says. 

Leonard  Lauder  is  backing  Burns's 
handling  of  Spellbound  and  giving  her 
room  to  form  a  team  with  no  ties  to  the 
aucioi  regime.  "They  have  a  lot  of  sa- 
cred cows,"  says  one  consultant.  "Robin 
is  getting  rid  of  them."  Some  of  Estee's 
old  friends,  such  as  ad  guru  June  Lea- 
man,  have  been  moved  to  other  positions 
within  the  parent.  Burns  has  brought  in 
outsiders  to  head  marketing,  product  de- 
velopment, and  creative  design.  A  new 
ad  director  will  soon  be  named. 

Burns  has  also  introduced  several 
promising  marketing  strategies.  Spell- 
bound's  smallest  bottle  of  cologne — the 
most  popular  item  in  a  fragrance  line — 
was  a  lofty  $50,  and  Burns  has  since 
introduced  a  scaled-down  $35  bottle.  She 
is  training  her  salespeople  to  push  Small 
Wonders,  a  $25  box  of  five  tiny  bottles 
of  different  Lauder  fragrances.  For 
Christmas,  she's  selling  empty  baskets 
that  customers  can  fill  up  with  Lauder 
products  of  their  own  choosing.  Bilin- 
gual salespeople  are  working  at  Lauder 
counters  in  California  and  Florida  to 
help  customers  lured  by  Spanish-lan- 
guage advertising  and  mailings. 
KNiCKKNACKS.  And  for  the  first  time  in 
Lauder's  history.  Burns  has  conducted 
focus  groups  to  find  out  who  wasn't  us- 
ing Lauder's  skin-care  products  and 
why.  "We  found  we  were  missing  the 
30-to-35-year-olds,"  says  Burns.  Since 
those  women  weren't  yet  worried  about 
wrinkles — and  therefore  weren't  willing 
to  pay  through  the  nose  for  hope  in  a 
bottle — they  bought  whatever  moisturiz- 
er they  needed  at  the  local  drugstore.  To 
lure  these  women,  Burns  developed  a 
best-selling  item.  Skin  Perfecting  Lotion, 
a  lightweight,  fragrance-free  moisturiz- 
er, for  $27.50.  Another  first:  Burns  dis- 
creetly listed  the  lotion's  price  in  ads. 

With  autumn  coming.  Burns  has  intro- 
duced new  Spellbound  ads  and  is  girding 
herself  for  Christmas  with  knickknacks 
such  as  $L5  pomanders  and  $25  candles 
scented  with  Beautiful,  an  older,  best- 
selling  fragrance.  Such  prices  are  bar- 
gains by  Lauder  standards,  and  some 
consultants  wonder  if  too  many  lower- 
priced  items  will  pose  a  danger  to  the 
brand's  image  in  the  future. 

Still,  Burns-watchers  are  starting  to 
disregard  rumors  of  her  demise  and  fo- 
cus on  her  long-term  chances  against  the 
competition.  "You  have  a  family-run 
company  up  against  $40  billion  Unilever 
and  Nestle's  Lancome,"  says  Mottus. 
"Robin  is  a  good  executive,  but  she's 
also  going  up  against  some  other  very 
good  ones."  At  least  she  has  had  some 
tou;_':h  on-the-job  lessons  in  survival. 

Bi/  Laura  Zhin  in  Neiv  York 


CONGRESS  I 


CONGRESS'  ROOKIES 
WILL  BE  READY  TO  ROCK 


Next  year's  new  members  can't  wait  to  overturn  business  as  1 


T 


|he  clarion  call  for  "change"  may 
be  boffo  on  the  Presidential  cam- 
paign trail,  but  in  Washington  the 
word  evokes  dread.  And  this  year  the 
gloom  is  especially  thick  on  Capitol  Hill. 
Voters,  furious  at  incumbents,  are  ex- 
pected to  see  to  it  that  one  in 
three  seats  in  the  House  of 
Representatives  is  filled  by  a 
newcomer  next  January.  In 
the  Senate,  turnover  won't  be 
as  drastic — but  up  to  18  rook- 
ies could  take  seats  in  the  up- 
per chamber  come  1998. 

Moreover,  the  insurgents  are  so  deter- 
mined to  shake  things  up  that  they're 
not  even  waiting  until  they're  sworn  in 
to  organize.  They're  already  contacting 
one  another  to  share  ideas  for  reform. 
Soon  after  the  election,  they  plan  to 
meet  to  try  to  work  out  a  full-fledged 
bipartisan  agenda.  And  the  confab  is  set 
not  for  Washington  but  for  Omaha.  "Be- 
fore we're  all  given  the  inside-the-Belt- 
way  indoctrination  in  Washington,  we 
want  to  set  the  stage  for  working  to- 
gether," says  meeting  organizer  Tom 
Huening,  the  Republican  candidate  for  a 
hotly  contested  open 
House  seat  in  North- 
ern California.  Huen- 
ing says  congressio- 
nal leaders,  who 
would  rather  see  the 
new  members  meet 
at  their  orientation 
in  December,  have 
issued  "subtle  and 
not-so-subtle  warn- 
ings" against  the 
rump  gathering. 
UNIMPRESSED.  Lack 
of  respect  for  the 
powers  that  be  is  a 
hallmark  of  the  in- 
coming Class  of  '92. 
They're  heading  to 
Washington  not  only 
with  an  attitude  but 
also  with  an  agenda 
for  reform.  And  they 
are  coming  in  num- 
bers large  enough  to 
guarantee  that  they 
will  be  heard. 


A  record  number  of  retirer 
along  with  a  throw-the-rascals-out 
that  has  already  cost  some  senic 
makers  their  jobs  in  primaries,  e 
that  1992  will  see  the  biggest  mi 
new  House  members  in  modern  h 
The  casualty  count  is  a 
above  85,  and  the  final 
expected  to  climb  somt 
between  125  and  185. 
Senate,  retirements  ai 
mary  defeats  guarantee 
new  members,  and  as 
as  half  of  the  35  seats 
year  could  change  hands. 

The  newcomers  don't  easily  i 
categories.  But  a  few  things  are 
They're  determined  to  break  the  p 
logjam  that  has  stalled  action 
budget  deficit  and  many  social  pre 
And  they  have  no  respect  for  hoa 
gressional  rules  and  traditions. 
1992  election  is  a  watershed  in  Ar 
political  history,"  says  Brian  Littl 
ei'nment  relations  director  for  th 
Business  &  hidustrial  Council,  "p! 
less  of  candidates'  party  affiliatioi' 
mandate  is:  'Washington  has  ben: 


THE  CLASS  ' 
OF  JQ9  ' 

M  Ma                             at  stake 

Democrats 

268 

CURRENT 
ALIGNMENT 

Republicans 

1 

Independent 

Likely  Democratic 

189 

Leaning  Democratic 

47 

CURRENT 
ELECTION 
STATUS 

Likely  Republican 

124 

Leaning  Republican 

28 

Toss-ups 

46 

Independent 

1 

MOST  LIKELY 

Democrats 

250 

POSTELEGION 

Republicans 

184 

ALIGNMENT 

Independent 

1 

1   *20  held  by  Democrats,  1 5  by  Republicans 
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,  and  it's  lime  to  clean  it  up.'  " 
re's  no  chance  that  the  newcomers 
'6  the  quiet,  respectful  members 
for  by  Capitol  Hill  tradition.  "I 
see  anything  as  sacrosanct,"  says 
and  State  Senator  Albert  R.  Wynn, 
locrat  who  is  all  but  certain  to  win 
awly  created  black-majority  House 
t  in  suburban  Washington.  "The 
roup  is  going  to  come  in  commit- 
changing  the  existing  order  rather 
'itting  in." 
nation's  changing  demographics 
leling  the  upheaval  in  Congress, 
s  to  the  Voting  Rights  Act  and  the 
-decade  process  of  reapportion- 
the  new  Congress  will  more  accu- 
reflect  the  changing  racial  and 
mix  of  America.  There  will  be 
minorities  and  more  suburbanites, 
seats  will  shift  from  the  industri- 
rth  and  the  farm  states  to  the 
and  West.  But  perhaps  the  most 
change  will  be  the  significant  in- 
in  the  number  of  women  who  will 
home  on  the  Hill.  In  the  white- 
;lub  known  as  the  Senate,  the  to- 
resence  of  two  women — so 
/  underlined  by  the  Clarence 
IS  confirmation  hearings — 
y  to  swell  to  six  or  eight, 
•nia  might  even  make 
by  choosing  two  fe- 
senators.  Democrats 
3  Feinstein  and  Barbara 
Overall,  Democrats  are 
U)  bolster  their  current  57- 
;e  in  the  Senate  by  picking 
m  one  to  six  seats, 
e  next  Congress  will  be 
ar,  darker,  better  educated, 
higher  percentage  of  work- 
omen,"  predicts  Democratic 


consultant  Ann  F.  Lewis.  "It  will  be  less 
partisan,  less  responsive  to  interest 
groups,  and  more  responsive  to  the  pub- 
lic." But  for  all  the  increase  in  cultural 
diversity,  the  new  House  is  likely  to  be 
more  conservative  and  less 
trusting  of  government's 
ability  to  solve  social  and 
economic  problems. 

CONSERVATIVE  BENT.  One 

reason  is  that  Republicans 
are  likely  to  gain  strength 
with  the  shift  of  seats  to 
the  Sunbelt.  The  final  parti- 
san breakdown  will  depend 
on  the  vagaries  of  the  Pres- 
idential election,  but  Stuart 
Rothenberg,  editor  of  the 
authoritative  Rothenberg 
Political  Report,  predicts  a 
likely  GOP  pickup  of  16  to  20 
House  seats  (table),  gop 
gains  could  dip  into  single 
digits  if  Democratic  Presidential  candi- 
date Bill  Clinton  wins  big,  or  approach 
30  if  the  President  stages  a  'Truman- 
esque  comeback  by  bashing  the  "grid- 
locked  Democratic  Congress." 

California  will 
make  history  if  it 

sends  both 
Dianne  Feinstein 
and  Barbara 
Boxer  to  the 
Senate 


MARYLAND  DEMOCRAT 
WYNN:  A  LIKELY  WINNER 


The  invasion  of  newcomers  will  only 
accelerate  a  trend  that  has  been  quietly 
under  way  in  the  House  since  the  early 
1980s.  Liberals  have  run  the  House  for 
decades  and  will  continue  to  dominate 
the  Democratic  leaders^iip. 
But  their  power  has  been 
eroded  by  the  increasing 
political  strength  of  the 
Sunbelt  and  the  suburbs. 

President  Bush  is  count- 
ing on  congressional  new- 
comers to  provide  critical 
backing  for  budget  re- 
straint. Interestingly,  Clin- 
ton would  also  need  reform- 
minded  freshmen  to  keep 
his  party's  left  wing  in 
check  and  to  provide  votes 
for  his  plans  to  cut  the  fed- 
eral bureaucracy.  Whoever 
wins  the  White  House,  the 
trick  will  be  forging  a 
working  coalition  between  the  House 
GOP  and  the  moderate  and  conservative 
House  Democrats  led  by  Texas  Repre- 
sentative Charles  W.  Stenholm,  chair- 
man of  the  Conservative  Democratic  Fo- 
rum (page  60). 

INDEPENDENT  MINDS.  But  On  key  issues, 
the  newcomers  will  follow  their  own 
lights.  "These  are  people  of  substance," 
says  Jeffrey  Eisenach,  executive  direc- 
tor of  GOPAC,  a  conservative  Republican 
cami)aign  committee,  headed  by  House 
Minority  Whip  Newt  Gingrich"  (R-Ga.), 
which  is  involved  in  more  than  100 
House  races.  "They're  running  substan- 
tive campaigns,  and  they'll  come  to 
Washington  with  substantive  agendas." 

Institutional  reform  is  at  the  top  of 
their  list.  When  Congress  meets  to  orga- 
nize in  December,  the  new  members  will 
play  a  crucial  role  in  attempts 
to  dump  some  aging  commit- 
tee chairmen.  The  leading  tar- 
gets are  82-year-old  House 
Appropriations  Committee 
Chairman  Jamie  Whitten  (D- 
Miss.)  and  76-year-old  House 
Banking  Committee  boss  Hen- 
ry B.  Gonzalez  (D-Tex.). 

The  insurgents  also  want  to 
restrict  contributions  by  politi- 
cal action  committees,  reduce 
staff  and  budget  for  members 
and  committees,  trim  free- 
mailing  privileges,  and  make 
Congress  operate  under  the 
same  civil  rights  and  occupa- 
tional-safety laws  it  imposes 
on  American  businesses. 

Internal  reforms  aside, 
most  newcomers  claim  their 
top  priorities  are  economic 
growth  and  deficit  reduction. 
Expect  the  freshmen  to  be  im- 
patient with  the  smoke-and- 
mirrors  budget  deals  of  re- 
cent years.  Instead,  they  are 
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likely  to  force  a  painful  public  debate  on 
everything  from  cuts  in  entitlement  pro- 
grams to  higher  taxes  on  the  wealthy. 

The  increasing  number  of  women  on 
Capitol  Hill  will  enhance  chances  for  a 
host  of  family  issues  that  have  been 
caught  between  the  Democratic  Con- 
gress and  the  Republican  White  House. 
Among  the  most  likely  to  become  law  in 
1993:  new  tax  breaks  for  families  with 
children,  mandated  family  leave,  and 
federal  child  care  programs. 

The  growth  in  suburban  House  seats 
could  give  a  boost  to  proposals  dealing 
with  improved  educational  standards 
and  environmental  protection.  And  with 
the  addition  of  up  to  20  black  and  Latino 
members,  there  should  be  more  atten- 
tion focused  on  bills  to  create  enterprise 
zones,  job-training  initiatives,  full  fund- 
ing for  Head  Start,  rural  health  care 
programs,  and  tax  breaks  to  encourage 
investment  in  inner  cities. 


The  Class  of  '92  stands  a  better 
chance  of  improving  the  workings  of 
Congress  than  the  last  big  influx  of 
fresh  blood,  the  "Watergate  babies"  of 
1974.  That  group  won  major  rule  revi- 
sions that  weakened  the  power  of  lead- 
ers and  committee  chairmen.  But  those 
changes  created  a  proliferation  of  sub- 
committees that  has  contributed  to  the 
House's  paralysis. 

BRAVE  WORDS.  In  contrast  to  the  politi- 
cal neophytes  who  dominated  the  Class 
of  '74,  many  of  this  year's  newcomers 
have  experience  in  state  or  local  govern- 
ment. There's  also  a  wave  of  entrepre- 
neurs and  executives  ready  to  bring 
their  problem-solving  expertise.  "I'm  a 
successful  businessman,"  says  Huening, 
a  Silicon  Valley  real  estate  developer.  "I 
don't  want  to  waste  my  time.  I  want  to 
get  the  deficit  under  control,  and  I  don't 
want  to  see  games  played." 
The  newcomers'  independence  and  am- 


bitious plans  are  discomfiting  to  tht 
ons  of  the  Hill.  Senior  leadership  c 
both  Democratic  and  Republican] 
vately  dismiss  the  talk  of  swt) 
change  as  naive.  Still,  they're  bi: 
for  a  bumpy  ride.  "It'll  be  a  real:! 
lenge  to  plot  any  course,"  says  one' 
have  to  stay  flexible  and  try  to  mat 
some  sense  of  direction."  The  ki 
should  be  worried,  because  the  s 
gents  are  likely  to  be  reluctant  fli 
ers.  "We've  already  made  many  coa 
with  one  another  in  an  attempt  to  I 
cooperative  spirit,"  says  Democrat 
Perez  Ferguson,  who  is  seeking  a  1 
seat  in  Santa  Barbara,  Calif.  "W 
ready  and  prepared  to  move." 

Brave  words — and  such  declar 
are  common  from  brash  newcomer 
judging  by  the  trembling  among 
elders  on  Capitol  Hill,  the  Class 
may  actually  make  good  on  its  br; 
Bi/  Richard  S.  Dunham  in  Wash 


THIS  BOLL  WEEVIL  IS  READY  TO  BUST  OUT 


light  years  ago,  a  junior  Demo- 
I  cratic  congressman  from  West 
I  Texas  stunned  House  Speaker 
Thomas  P.  (Tip)  O'Neill  by  telling  him 
he  wanted  the  Speaker's  job.  Non- 
plussed by  Charles  W.  Stenholm's  inso- 
lence, O'Neill  could  only  reply:  "You've 
got  to  be  kidding." 

Stenholm's  quixotic  quest  to  oust 
O'Neill  quickly  folded.  But  the  conser- 
vative Texan  has  never  given 
up  on  his  crusade  to  move  the 
House's  liberal  Democratic 
leadership  toward  the  center — 
and  this  year  he  may  succeed. 
"As  Jesse  Jackson  says,  you 
need  two  wings  to  fly,"  notes 
the  farmer  from  Stamford, 
Tex.  "When  you  have  a  left 
wing  flapping  hard,  you  go  in 
circles." 

BLOCKING  TACTICS.  Stenholm, 
chairman  of  the  House's  59- 
member  Conservative  Demo- 
cratic Forum,  hopes  to 
straighten  out  his  party's  flight 
path  before  the  new  Congress 
convenes  in  January.  After  this 
year's  throw-the-bums-out  election,  "he 
has  a  real  opportunity  to  emerge  as  a 
key  player  in  the  new  Congress,"  says 
Representative  Timothy  J.  Penny  (D- 
Minn.).  "Charlie  has  up  to  70  votes  that 
he  can  deliver  on  a  number  of  issues." 
If  Democrat  Bill  Clinton  becomes  Pres- 
icl 'nt,  Stenholm  could  be  pivotal  in 
forgi.  i":  bi})artisan  coalitions  with  mod- 
erate Reiiublicans  to  blunt  the  aggres- 
sive initiatives  of  House  liberals.  And 


if  President  Bush  wins,  Stenholm  could 
break  ideological  logjams  by  becoming 
a  liaison  between  the  House  GOP  and 
right-wing  Democrats. 

Either  way,  it  would  be  a  familiar 
task  for  the  53-year-old  Stenholm.  In 
1981,  the  second-term  former  vocation- 
al-agriculture teacher  and  electric  co-op 
president  led  the  conservative  "boll 
weevil"  Democrats  who  gave  President 


Reagan  his  margin  of  victory  on  cru- 
cial budget  and  tax  votes.  This  spring, 
Stenholm  stunned  the  leaders  when  he 
blocked  their  effort  to  divert  defense 
spending  to  domestic  programs.  His 
opposition  to  liberal  health  care  reform 
plans  helped  prevent  any  action.  In 
June,  he  fell  just  nine  votes  short  of 
winning  the  House  approval  of  a  con- 
stitutional amendment  requiring  a  bal- 
anced budget. 


Emboldened,  Stenholm  toyed  i; 
the  idea  of  challenging  House  Spt 
Thomas  S.  Foley  (D-Wash.).  But  h: 
alized  that  House  Democrats,  althi? 
unhappy  with  Foley's  leadership,- 
not  ready  to  desert  their  leader, 
thrown  in  the  towel,"  says  Stenl 
"He  has  too  many  commitments.'' 
Rather  than  trying  to  topple 
king,  Stenholm  is  now  working  ha 
become  a  behind-the-scst 
kingmaker.  Through  the  o; 
servative  Democratic  Fo;r 
he  is  contacting  every  Dti' 
cratic  House  candidate  to  ■« 
a  commitment  to  the  bala  ^ 
budget  amendment — or  t( 
spending  cuts  and  tax  1.. 
necessary  to  cut  the  die 
without     a  constitutii; 
change.  Stenholm  also  is  \ii 
ing  to  build  a  center-right  4 
tion  on  issues  ranging  oi 
health  care  to  agriculture.. i! 
he  hopes  to  join  the  Cla;  ( 
'92's  reform  bandwagon  it 
proposals  to  cut  legiskiv 
overhead  by  20%,  to  reorg  iz 
House  committee  structure,  a 
to  eliminate  duplication  in  comnte 
jurisdiction. 

Stenholm  says  he  "came  'this  (is< 
to  hanging  it  up  this  year  in  utter  i 
tration"  with  capital  gridlock.  Bu 
leader  of  the  Democrats'  right  wi;; 
ready  for  one  final  flight  next  'P 
"We  may  not  succeed,"  he  says,  oii 
we're  going  to  flap  like  heck." 
By  Richard  S.  Dunham  in  Washito 
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If  youte  looking 
for  a  notebook 
computer  to's 

easytouse, 
there  are  basically 
only  two  ways 

youcango 


Extra  memory,  $2 10? J/« 

ii(ilehi)i}k  iviiipiileiv  iii  use 
liidm'  simi>lx  aivii'l  (list 
eiiiiivj,!)  Ill  imik'  W'nnlous 
j  I  fmic/iail.  Andmmiy 
thdl  an  jasi  ciiuiii>b  may 
mjuire  e.x/ni  memory, 
irhich  am  (uklhwidmb  of 
dolhirs  lo  their [inee  laj^s. 


Clip-on  trackball,  $172. 

//  yiiiirc,!^iiiii,^  III  try  In  use 
Wllldiiivs  il  nil  iihiiiy [iiir- 
liible  eompiders.  yon  miiy 
have  lo  pliif;  llm  in  and  dip 
il  imlo  the  side  ol  your 
aimpiiter  I  Be  careful  not  to 
catch  the  cord  m  your 
airplane  tray.) 


New  programs,  $S06  each. 

/  iilessyini  Iniy  jmiiirams  specif  Ctillr  desi^t^ned  fir 
Viindoivs .)'.  /.  1  'on  II  hat  v  to  iw  com  entional  character- 
ha.sed programs  and  their  awkii  wd  commands. 


Fa.\/data  modem.  $l42. 

The  ahilit]'  In  cominiiiiicate  on  the 
road  IS  ii  hat  makes  a  notebook  PC  really  ralu- 
able.  .So  you'll  bate  to  pack  one  of  these.  Once 
you  i>et  back  lo  the  office,  he  prefiared  lo  .shell 
out  another  Sl  iSlo  update  the  fles  on  your 
desktop  PC.  and  over  S^Oll  /iist  In  access 
network  file  sen  ers  aiidprmlei 


Added  weight,  .\kiny  notebook  compult 
may  claim  lo  iveifih  less  than  7 pounds.  ( 
the  time  you  add  all  the  components  you 
In  make  Windinvs  il  work  well,  you're  I' 
findyuurselj 
additional 
pounds  Iv . 
around. 


Your  lime,  nai 
price.  FiddliiL 
with. US-DOS  or 
.il  on  IheroaJ 
you  plent}' of  III 
much  is  yow 


Ordinary  notebook,  $2,497.  The  typical  notebook  computer  of  today  was  designed  lo  run 
DOS  only,  lint  Wmdnws  _i  I  It  doesn  't  have  enough  memory  speed  or  screen  brightness,  and 
Its  screen  isnl  fist  enough  fir  high-qualily  graphical  computing 


Comlbrt  is  .vnih-thing  most  nnle- 
bnnk  computer  ads  never 
talk  about.  Because,  truth  is. 
they're  not  very 
comfirtable  to  u.se  € 
Which  may  ex-  \ 
plam  why  they  doni 
inn  airards  lor  be- 
ing well  designed 

I  I'nWcrHonk.  Ill  I 

course  has  imn  I 
more  design  \ 
ainirds  thin  all 
other  nolehook  com- 
pulas  cainbiiml./ 


The  coach  seat  factor  //  nni  iianlln  run  Windmis ,)  /  nn  must  portable  computers, 
ynii  ll  lind  that  yon  need  a  Iroiil-moiinled  keybnard  and  a  side-mounted  trackball  or 
innuse  What  ynu  will  liml  is  enough  room  mi  an  airplane  lra\  In  hold  it  all. 


Instruction  manual. 
2  pounds.  Iheres  nothing 
like  firgelliiig  a  DOS  com- 
mand when  you're  2.01)0  miles  from  home. 
.v»  you  may  want  to  carry  a  manual  with  you. 
.^nd. since  Wmdoirs  .1  /  is  based  on  DOS.  you'll 
definitely  leant  instructions  handy. 


The  Apple  Macint(_)sh  PowerBook  is  the  onK"  personal  computer  to  make  the  Products  of  the  \ear  lists  of  Business  Week,  Fortune  zndlnp' 
Aiid  the  only  notebook  computer  to  be  named  one  of  the  Best  Designed  Products  of  the  \ear  by  Time.  Because  its  the  only  computer  desi^^'ii 


The  easy  wa)( 


Consistent  applications.  Ei  eiy 

PoKvrBook  mils  Ihinisamls  nf Macintosh 
lir<i:^rdms  I iihiiidiiiii  Loins  12-]  and 
\Um/FeifedJ  that  all  iivrk  in  the  same 
consistent,  intuitive  way.  Yon  learn  one. 
you  know  the  kisics  of  all  o]  them. 


■in  networking.  Plug  your  PowerBook 
'uAppleTalk  network,  and  convenienth 
\all  network  resources— printers,  file 
•s.  e-mail,  even  other  networks  from 
I  IBM  and  Digital. 


Built-in  fax/data  modem.  With  this 
option,  you  can  send  your  work  directly 
'0  a  fax  machine  or  access  e-mail  from 
ilmost  any  telephone  anywhere  you 
happen  to  he.  Just  plu.ii  the  phone  cord 
•nto  the  back  of  the  PowerBook. 


in  peripheral  support. 

"ery  Macintosh.  PowerBook 
'U  add  up  to  six  external 
irives.  CD-ROM  drives, 
ers  or  other  peripherals 
'  by  plugging  them  in. 


Blistering  speed.  Because  .Macintosh 
ciiiiijiiilers  lire  optimized  for  grapihical 
aimpiiliiig.  PowerBook  can  signifi- 
cantly out]>erfnrin  comparably  priced 
notebook  computers  running  Windows" 
Both  the  PowerBook  170  and  the  new 
PowerBook  145  deliver  an  impressive 
combination  of  speed  and  power  at  an 
ajjordiible  price. 


Built-in  Balloon  Help.  Point  at  irhat 
you  leant  to  knoir  about,  and  your 
.Macintosh  will  tell  you  what  it's  for  So 
you  can  leave  your  manual  in  a  desk 
drawer  at  home. 


AppleTalk  Remote  Access. 

This  rcmarkalile  siflirare  comes 
with  every  Macintosh  PowerBook. 
It  not  only  alloiis  you  to  access  all 
the  files  (jn  a  modem-equipped 
.Macintosh  at  your  office  or  at 
home.  It  also  gives  you  complete 
access  to  your  network— printers, 
files,  file  servers,  e-mail —from 
anywhere  there's  a  phone 


Built-in  file  sharing. 

(m  most  notebook  computers, 
sharing  infirnnition  with  a 
desktop  computer  is  virtually 
impossible.  But  every  PowerBook 
has  powerful  file  sharing  built  in. 
So  you  can  easily  connect  your 
PowerBook  to  a  desktop  Mac'  or 
another  PowerBook  and  copy  files 
from  one  computer  to  the  other 


Palm  rests.  Working  on  the  road 
isn't  like  working  at  your  desk.  So,\pple 
designers proi  ided  a  place  to  rest  your 
hands,  making  it  much  easier  and  more 
coinjorlahle  to  work  in  tight  ijiiarters  — 
such  as  a  middle  seat  on  an  aiiplane. 


Integrated  trackball.  Everything 
tihoiil  Macintosh  computers  is  designed 
to  make  it  etisy  for  you  to  work.  In  the 
case  of  PowerBook.  the  pointing  device 
IS  integrated  into  the  computer 
There's  nothing  to  hook  up  or  clip  on 
Open  it  up  and  you're  ready  to  ga 
(It  's  comfortable  whether  you  're  left- 
or  right  handed,  too.) 


It's  compatible.  Like  every 
Macnilosh.  PowerBook  is  compatible 
with  the  personal  computers  you  use 
at  the  office.  It  can  read  from  and 
write  to  floppy  di.d'sfrom  .MS-DOS  or 
OS/2  PCs.  or  even  run  DOS  software 
using  pirograms  such  as  SoftPC. 


i  integrated  system.  Combining  hardware,  software  and  industrial  design  to  make  working  on  the  road  ;is  comfortable  as  working 
iesk.  It's  more  intelligent.  Its  more  convenient.  It's  power  anyone  can  use,  anywhere  you  happen  to  be.  The  power  to  be  your  best : 


How  to  connect  to  a  network  file  server. 


How  to  retrieve  a  deleted  file^ 


The  hard  way; 

1.  Purchase  an  external  network  adapter 

2.  histall  the  network  adapter 

3.  Connect  the  network  cable. 

4.  Plug  in  A('  power  supply  if  needed. 

5.  Install  network  software  and  configure 
parameters. 

6.  Start  Windows. 

7.  Run  Windows  Setup  to  load  network 
software. 

8.  Restart. 

9.  Start  Windows. 

10.  Start  File  .Manager 

11.  Select  the  desired  file  server 


The  easy  way: 

1.  Connect  the  network  cable. 

2.  Open  Chooser 

3.  Select  AppleTalk  "Active"  button. 

4.  Select  desired  file  server 


The  hard  way: 

1.  Purchase  a  utility  program. 

2.  Install  it  on  your  computer 

3.  Restart  the  computer 

4.  Start  Windows. 

5.  Start  the  utilit)-  program. 

6.  Start  the  unerase  feature. 

7.  Find  the  directory  where  your  file 
existed. 

8.  Click  on  that  directory 

9.  Select  the  deleted  file. 

10.  Choose  unerase  command. 


The  easy  way: 

1.  Double-click  on  the  trash  \ 

2.  Drag  the  deleted  file  out  of 
trash  can. 


How  to  rename  a  directory. 


How  to  odd  on  external  hard  disk  drive. 


The  hard  way: 

1.  Double-click  on  the  Main  group  in  Program 
Manager 

2.  Start  File  Manager 

3.  Highlight  the  directory  you  want  to  rename. 

4.  Select  "Rename"  from  the  file  menu. 

5.  Type  in  a  new  name  for  the  directory 
(must  be  8  characters  or  less). 

6.  Go  to  Program  Manager  if  needed. 

7  For  each  application  in  the  renamed  directory, 
select  "Properties"  from  the  file  menu. 

8.  For  each  application  in  that  directory, 
change  the  command  line  to  reflect  the  new 
path  to  the  application  program. 


The  easy  way: 

1.  Highlight  the  directory 
(folder)  you  want  to  rename. 

2.  Type  a  new  name  (up  to  31 
characters). 


The  hard  way: 

1.  Purchase  a  parallel-to-SCSl  adapter 

2.  Connect  it  to  the  parallel  port, 

3.  Plug  the  drive  into  the  adapter 

4.  Insert  the  adapters  installation  disk 
in  drive  A:. 

5.  Select  drive  A:. 

6.  Type  "INSTALL! 

7  Select  appropriate  options  for  your  drive. 
8.  Select  appropriate  drive  for  software 

installation. 
9  Restart. 

10.  Run  installation  test  program. 


The  easy  way: 

1.  Plug  the  drive  into  the  SCSI] 

2.  Start  up  the  PowerBook. 


How  to  play  a  sound. 


The  hard  way: 

1.  Purchase  a  sound  upgrade  kit. 

2.  Attach  sound  upgrade  hardware. 

3.  Install  sound  upgrade's  software  drivers. 

4.  Start  the  sound  recorder  program, 

5.  Select  Open  from  the  file  menu, 

6.  Select  the  sound  file  you  want  to  play 
7  Choose  OK. 

8.  Click  on  the  Play  button. 


The  easy  way: 
.  Double-click  on  the  sound's  icon. 


How  to  add  a  pointing  device; 


The  hard  way: 

1.  Purchase  a  pointing  device  (such  as  a 
mouse  or  trackball). 

2.  Open  notebook's  back  panel, 

3.  Attach  appropriate  port  adapter  to 
pointing  device  (if  other  than  9-pin). 

4.  Connect  pointing  device  to  proper  port. 

5.  Choose  appropriate  clamp  arms. 

6.  Attach  pointing  device  to  clamp  arms 
and  adjust  tilt  angle. 

7  Start  the  computer 
8.  Install  driver  software. 
9  Restart. 


The  easy  way: 
.  The  trackball  is  bu 


Macintosh.The  moreyou  do,the  easier  it  gets.J 
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BY  NAOMI  FREUNDLICH 


PED-UP  PAINT 

T  MAKES  AIR  FlOW  GIDW 


Anew  paint  that 
glows  brightly  in 
I'esponse  to  air-pressure 
changes  could  replace 
the  complex  and  costly 
network  of  tiny  sensors 
now  used  in  wind-tunnel 
tests  of  aircraft,  says 
James  Callis,  a  chemis- 
try professor  at  the 
University  of  Washing- 
ton in  Seattle. 

According  to  Callis, 
the  key  to  this  pressure- 
sensitive  paint  is  that  it 
IS  so-called  platinum  porphyrin  molecules.  When  hit 
ligh-energy  blue  light,  these  molecules  absorb  energy 
en  release  it  in  the  form  of  pinkish-red  light.  Oxygen  in 
absorbs  some  of  this  energy,  reducing  the  amount  the 
Tins  emit  as  light.  And  the  less  oxygen  there  is — say,  in 
pressure  region  above  a  wing — the  brighter  the  paint 
A  television  camera  records  the  emission  pattern,  let- 
isigners  visualize  air  flow  around  an  aircraft, 
ng  Co.  plans  to  use  the  paint  in  tests  of  its  next  genera- 
planes.  And  Callis  says  carmakers  are  interested  in  the 
logy  for  their  aerodynamic  tests. 


BRAIN  PAYS  A  HIGH  PRICE 
HIGH  BIDOD  PRESSURE 


:tors  know  high  blood  pressure  increases  the  risk  of 
roke,  heart  disease,  and  kidney  failure.  But  there's  an- 
?ood  reason  to  fight  hypertension:  It  can  wither  your 
That's  the  gist  of  a  new  study  by  Dr.  Declan  G.  M. 
y  and  colleagues  at  the  National  Institute  on  Aging, 
g  magnetic  resonance  imaging,  the  researchers  com- 
the  brains  of  18  hypertensive  men  with  those  of  17 
men.  As  reported  in  the  September  issue  of  Hyperten- 
hey  discovered  a  startling  difference.  The  left  sides  of 
lins  of  the  high-blood-pressure  men  were  significantly 
"  than  those  of  their  healthier  counterparts.  The  reason, 
.ts  Murphy,  is  that  high  blood  pressure  may  reduce 
How  in  certain  sections  of  the  brain,  causing  them  to 
away.  Cognitive  tests  administered  by  the  researchers 
1  that  the  smaller  brains  were  still  working  normally, 
lys  Murphy,  "one  would  expect  that  eventually,  that 
would  encounter  language  problems  or  other  problems 
ted  with  the  left  side  of  the  brain." 


;  PARASITE  TAKES  A  BITE 
OF  TICKS 


parasitic  wasps,  about  the  size  of  a  pin  head,  may  help 
uce  the  spread  of  Lyme  disease  by  curbing  the  popula- 
deer  ticks  in  the  heavily  infested  Northeast.  Research- 
m  the  University  of  Massachusetts  at  Amherst  released 
wasps  on  Martha's  Vineyard  and  Nantucket  last  sum- 
•  exposing  tick-bearing  mice  to  the  little  buggers.  The 
which  attack  only  ticks,  reproduce  by  laying  their  eggs 
:ick  larvae  or  nymphs.  When  the  eggs  hatch,  the  wasp 


offspring  eat  their  host  before  it  can  reproduce.  Ticks  collected 
on  the  islands  this  summer  indicate  that  the  wasps  have  estab- 
lished themselves  in  their  new  locations. 

l!Mass  entomologist  Roy  Van  Driesche  estimates  that  the 
wasps  could  reduce  the  deer-tick  population  from  New  Jersey 
to  Maine  by  as  much  as  W/".  But  "this  will  not  eliminate  deer 
ticks,"  he  warns.  "It  is  a  partial  biological-control  mechanism." 
Anywhere  from  157'  to  307'  of  deer  ticks — which  feast  on  the 
blood  of  deer,  mice,  and  other  mammals — are  believed  to  be 
carriers  of  Lyme  disease.  Left  untreated,  the  malady  can  lead 
to  arthritis  and  heart  problems. 


SMALL  BUSINESS'  TECHNOLOGY  GAP: 
HOW  UNCLE  SAM  COULD  HELP 


One  reason  for  the  decline  in  U.  S.  industrial  competitive- 
ness is  the  sorry  performance  of  many  of  the  nation's 
355,000  small  manufacturers.  These  companies  represent  near- 
ly 997  of  American  manufacturers  and  employ  407  of  the 
country's  manufacturing  workers.  Yet  many  studies  have 
found  that  they  lag  far  behind  their  Japanese  counterparts  in 
using  computer-controlled  machine  tools  and  other  key  tech- 
nologies, as  well  as  in  implementing  quality  programs. 

But  the  companies  aren't  solely  to  blame.  A  new  report  from 
Georgia  Institute  of  Technology's  School  of  Public  Policy 
points  out  that  federal  and  state  aid  to  small  manufacturers 
totals  only  $80  million  a  year — and  reaches  less  than  37  of 
companies.  By  contrast,  Japan  spends  $500  million  annually  to 
fund  a  network  of  170  technology  extension  centers — and  bil- 
lions more  to  transfer  technology  to  companies.  So  it's  no 
surprise  that  the  Georgia  Tech  study  recommends  a  big  boost 
in  similar  U.  S.  efforts.  One  possible  approach,  suggests  study 
leader  Philip  Shapira,  would  be  to  create  a  technology  version 
of  the  U.  S.  agricultural-extension  service.  Says  Shapira:  "An 
effective  industrial-extension  system  is  critical  to  help  compa- 
nies modernize  their  operations  and  products." 


MICROWAVE  CAMERAS  CAN  GIVE 
PILOTS  X-RAY  VISION 


A camera  that  sees 
through  clouds, 
fog,  and  even  some  build- 
ings? ThermoTrex  Corp., 
a  San  Diego  unit  of 
Thermo  Electron  Corp., 
has  a  patent  for  a  pas- 
sive microwave  camera 
that  does  just  that.  And 
it  has  won  a  $3.4  million 
contract  to  develop  the 
system  for  U.  S.  Army 
helicopters. 

While  ordinary  cam- 
eras capture  reflected 
light,  the  Thermotrex  camera  looks  at  the  microwave  radiation 
that  is  generated  by  virtually  all  objects.  And  because  micro- 
waves have  longer  wavelengths  than  visible  light,  they  pene- 
trate such  barriers  as  clouds  and  plywood. 

The  system  will  use  the  flat  metal  area  in  the  nose  of 
aircraft  as  an  antenna  to  gather  microwave  signals.  The  cam- 
era then  "reads"  the  wavelengths  with  an  optical  processor, 
producing  a  picture.  The  plan  is  to  integrate  the  technology 
into  a  heads-up  display  that  helps  pilots  see  through  fog  and 
other  weather  hazards.  That  should  let  military  pilots  fly  more 
missions  and  make  landings  safer  for  commercial  jets. 


TECHNOLOGY 
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THE  UPSTART  CHIP  DESIGNER 
THAT'S  CHIPPING  AWAY  AT  INTEL 


Cyrix'  486  clone  is  selling  briskly — and  the  speedy  shop  vows  it  will  beat  Intel  to  market  with  a  t 


On  a  frigid  night  last  January 
came  the  moment  of  truth  for 
Cyrix  Corp.  Late  on  Friday  the 
24th,  the  startup  received  the  first  pre- 
production  model  of  its  new  brain  for 
IBM-compatible  personal  computers — a 
microprocessor  it  hoped  would  break  In- 
tel Corp.'s  lock  on  the  high  end  of  that 
business.  At  2:20  a.m.,  as  most  of  the  17 
engineers  who  had  labored  more  than  a 
year  on  the  chip  looked  on,  the  verdict 
came  in.  A  PC  using  the 
Cyri.x  chip  had  no  trou- 
ble with  Microsoft 
Corp.'s  Windows,  a 
complex  program  that 
should  have  crashed  if 
the  chip  had  serious 
flaws.  The  group  erupt- 
ed with  cheers.  "To  do  a 


beat  Intel  to  market.  Cyrix  intends  to  do 
just  that.  Even  before  it  finished  last 
winter's  "workalike"  version  of  Intel's 
486  microprocessor,  Cyrix  was  starting 
on  the  next  generation,  a  586  that  will 
compete  with  Intel's  P5.  Intel  should  be 
first  out  with  that  one  early  next  year. 
But  for  the  following  model,  the  686,  the 
Richardson  (Tex.)  upstart  is  betting  it 
can  take  the  lead.  "If  we  do  18-month 
design  cycles,  and  they  do  3-  to  4-year 


microprocessor  in  a 
short  time  and  have  it 
functional  on  the  first 
pass — you  can't  ask  for 
anything  more  excit- 
ing," says  Senior  Engi- 
neer Mark  W.  Bluhm. 

Except  to  do  it 
again — and  eventually 
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CYRIX  TRIES  TO  BEAT  INTEL  AT  ITS  OWN  GAME 


CHIP  GENERATION 


Here's  how  the  microprocessor 
race  could  shape  up,  based 
on  Intel's  projections  of  its 
development  cycles  and  on 
Cyrix'  practice  of  overlapping 
its  design  programs  by  a  few 
months  and  completing  the  job 
in  1  8  months 
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design  cycles,  we  are  going  to  get 
before  them,"  says  Kevin  C.  M 
ough,  Cyrix'  engineering  vice-pres 
'Those  are  major  ifs,  but  shouk 
occur,  Cyrix  would  become  a  clas 
entrepreneurial  annals,  the  microp 
sor  market  could  see  a  flurry  o) 
competitors,  and  Intel's  mystique, 
its  growth,  could  suffer.  "We've  I 
through  the  psychology  that  s; 
costs  $250  million  to  do  these  dc 
that  you've  got  tc 
hundreds  of  engi 
and  that  it  takes 
years,"  says  Cyrix 
ident  Gerald  D.  R 
Cyrix  had  little  ( 
Only  four  yean 
with  profits  last  y 
$13  million  on  re\ 
of  $58  million,  it 
do  its  486  or 
cheap — for  unde 
million,  or  4%  of  i 
investment. 

It  will  be  a  chil 
to  keep  doing  il 
way.  Intel's  headj 
processor  exed 


DEVELOPMENT  CYCLE 

From  design  launch 
to  first  shipments 
□  INTEL  Bl  CYRIX 
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If  s  time  to  switch  to 
the  No-Fee  IM  from 
Charles  Schwab. 

^uVe  probably  noticed. 

Just  when  investors  need  reduced  costs  and  increased 
convenience,  full -commission  brokers  are  coming 
up  with  more  ways  to  charge  more  fees.  There  are  full 
commissions  for  trading,  fees  for  not  trading,  and 
annual  fees  of  up  to  $100. 

And,  of  course,  an  annual  fee  on  your  IRA. 

That's  why  we  developed  the  Schwab  No-Fee  IRA. 

Right  now,  if  you  bring  your  IRA  worth  more  than 
$10,000  to  Schwab  you'll  never  pay  an  annual  fee  again. 
Guaranteed.  For  the  rest  of  your  life.  In  addition, 
you'll  be  able  to  save  up  to  7Q%  on  commissions.^ 


Schwab  Value  at  a  Glance 


Charles 
Schwab 

Merrill 
Lynch 

Shearson 
Lehman  , 

IRA  Annual  Fee 
(Assets  over  $10,000) 

None 

$35-100* 

$40 

Additional  Fees 
per  Transaction 

None 

$4.85 

$3.85 

$2.35 

Commission 
100  Sliares  »  $30 

$55 

$85 

$83 

$83 

Commission 
500  Shares  ®  $20 

$110 

$238 

$246 

$230 

'Fet-  is       uf  balance  with  a  iiunimum  of  $3.5  and  a  niaxiinuni  uf  .$1U0 
tSurvey  conducted  by  Charles  Schwab  &  Co.,  Inc.  July  1992. 
Schwab  stock  transactions  subject  to  a  $39  minimum  commission. 

With  a  Schwab  IRA  you  can  invest  your  retirement 
funds  in  a  wide  range  of  securities  such  as  stocks, 
bonds,  CDs  or  over  600  mutual  funds  from  some  of 
the  most  popular  families. 

Finally,  no  matter  how  many  IRAs  you  have,  we've 
made  it  easy  to  transfer  them  all  to  Schwab.  A  simple, 
toll-free  phone  call  starts  the  process.  We  think  our 
No-Fee  IRA  is  just  one  more  way  of  proving— It's  time 
to  come  to  Schwab. 

Visit  your  local  Schwab  office  or  call  our  toll-free 
number  any  time,  any  day. 


Ext.  317 


1-800-442-5111 


No-Fee  M 

Charles  Schwab 

Helping  Investors  Help  Themselves" 

Charles  Schwab  &  Co.,  Inc.  ©  1992  Member  SIPC/NYSE 
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U  s  A  Wonderful  life 
Tt.e  Grofjes  of  Wtatfi 
(jntom  of  the  Opera 
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Results  of  Color 


sfi 


Tsonality 


The  HP  DeskJet  500C. 
Prints  crisp  black  & 
white  and  color  for  only 


$1,095. 


Sometimes  the  Hewlett- Packard 
DeskJet  5()()C  is  a  black  and  white 
printer.  Smart-looking,  formal, 
very  businesslike.  And  because 
it's  a  Hewlett-Packard  Inkjet 
l^rinter,  it  gives  you  laser-quality 
printing  with  clean,  ciis]:)  tyj^e  and 
graphics.  For  a  very  logical  price. 

But  other  times  the  DeskJet  50()C 
is  a  color  printer  Just  snap  in  a 
cartridge  and  check  out  its  wilder 
side.  Get  the  same  clear,  sharp 
print  quality.  But  in  color  Choose 
fiom  thoiLsands  of  different  shades 
to  really  make  your  proposals 
and  presentations  come  to  life. 

Get  the  HP  DeskJet  500C  for  PCs 
or  the  DeskWriter  C  for  Macintosh. 
Both  come  with  HP's  three-yeaj- 
limited  warranty.  They  [jrint  on 
plain  pai)er  or  transparency  and 
work  with  all  the  populai'  software. 
They're  easy  to  use  and  small 
enougli  to  fit  on  your  desk. 

To  see  a  demoMstration  ( )f  how  the 
DeskJet  oOOC  or  DeskWriter  C  c  an 
add  some  pereonalit  v  to  anything 
you  print,  c  all  1-800-552-8500, 
Ext.  3069  for  a  pr  int  sample  and 
the  name  of  the  authorized  HP 
dealer  nt^arest  you. 


HEWLETT 
HM  PACKARD 


•Suggested  US.  list  price. 
?  1992  Hewlett-I'ackard  Company  PE122(i; 


Vice-President  Paul  S.  Otellini,  argues 
that  "it's  always  easier  to  imitate  some- 
thing than  to  create  the  original."  De- 
signing a  686  from  scratch,  he  contends, 
"is  going  to  take  architectural  tech- 
niques that  will  be  difficult  for  anyone 
to  implement."  Moreover,  he  and  other 
industry  executives  doubt  Cyrix'  claim 
that  its  486  virtually  matches  Intel's  de- 
sign and  performance  at  a  fraction  of 
the  cost.  They  even  tjuestion  whether  it's 
really  a  486. 

Things  are  confusing  because  the  new 
chip  is  a  hybrid:  Cyrix  scrimped  on  on- 
chip  memory,  so  it  slows  down  when  it 
runs  large  programs.  The  chip  also  has 
the  same  "pin-outs,"  or  pattern  of  tiny 
plugs  on  the  bottom,  as  Intel's  earlier 
and  slower  386 — though  that  can  be  an 
advantage.  Owners  of  386-based  PCs 
who  want  more  power  can  simply  re- 
place the  microprocessor — a  $120-per- 
machine  steroid  injection.  That's  what 
the  chief  technical  official  at  a  large 
bank  plans  to  do.  In  his  tests,  the  Cyrix 
design  did  most  banking  jobs  70',  '  faster 
than  a  386. 

MATH  WHIZ.  Just  who  is  this  brash  chal- 
lenger, anyway?  Privately  held  Cyrix 
was  founded  in  1988  by  two  former  Tex- 
as Instruments  Inc.  engineers.  Rogers 
was  Tl's  microprocessor  chief  when  he 
left.  Thomas  B.  Brightman  had  jumped 
ship  in  1982  to  develop  chips  for  Commo- 
dore International  Ltd.  and  then  Atari 
Corp.,  climbing  to  Atari's  head  of  busi- 
ness planning.  Once  Rogers  decided  to 
go  after  Intel,  Brightman  was  his  choice 
for  co-founder.  "We  knew  we  could  build 
a  microprocessor,"  says  Rogers.  "But 
we  didn't  have  the  money  to  go  do  it.  So 
our  plan  was  to  do  a  co-processor  to 
generate  the  cash  to  bootstrap  ourselves 
into  the  microprocessor  business." 

A  co-processor  is  a  chip  tailored  to  zip 
through  heavy-duty  math  jobs  that  tax 
the  main  processor.  The  math  co-proces- 
sor for  386  chips  is  called  a  387,  and 
that's  what  Cyrix  first  set  out  to  build. 
Its  goal  was  not  a  clone  in  the  usual 
sense  but  an  original  design  that  beat 
Intel  on  performance.  Cyrix'  version 
runs  faster  than  Intel's — up  to  20  times 
faster  at  some  tasks — and  was  devel- 
oped in  just  14  months  on  a  penny-pinch- 
ing $4  million.  Since  Cyrix  introduced  its 
387  in  late  1989,  it  has  "cornered  10'/  of  a 
$427  million  market,  according  to  market 
researcher  In-Stat  Inc.  That's  enough  to 
earn  the  No.  2  ranking.  Cyrix'  spurting 
sales  also  helped  jjush  Intel  to  cut  its  387 
prices  by  70'/  last  year. 

As  its  math  chip  took  off,  Cyrix  set  its 
sights  on  the  486,  a  business  that  In-Stat 
estimates  will  reach  $1.8  million  this 
year.  It  followed  up  last  spring's  entry 
with  another  486  hybrid  this  summer, 
and  in  the  fourth  quarter,  Cyrix  plans  to 


HIGH  HURDLES  ARE 
JERRY  ROGERS'  SPECIALTY 


When  Gerald  D.  Rogers  decid- 
ed to  co-found  Cyrix  Corp. 
and  take  on  Intel  Corp.  at  its 
own  game,  he  knew  what  he  would  be 
facing.  While  at  Texas  Instruments 
Inc.,  Rogers  had  bumped  heads  with 
Intel  only  occasionally,  but  it  was  often 
enough  to  teach  him  some  hard  les- 
sons— such  as  the  importance  of  build- 
ing customer  relationships. 

Rogers  learned  that  when  Intel  clob- 
bered him  to  win  a  chip  order  from 
Ford  Motor  Co.  While  Rogers  strug- 
gled to  get  the  business 
as  part  of  a  Tl  twosome, 
Intel  outgunned  him  by 
assembling  a  large  team 
that  worked  simulta- 
neously with  various  lev- 
els of  Ford  decision-mak- 
ers to  satisfy  their  needs. 
The  next  time  he  faced 
Intel,  Rogers  used  similar 
tactics — and  clinched  a 
hefty  contract  for  Tl  with 
General  Motors  Corp.'s 
Delco  Electronics  Corp. 
"I  learned  from  Intel — 
and  beat  'em,"  he  gloats. 

Such  grit  has  taken 
Jerry  Rogers — that's  how 
his  business  card  reads — 
a  long  way.  Now  48,  Rogers  grew  up 
dirt-poor  in  Sidney,  Neb.,  a  small  farm 
community.  His  parents  divorced  when 
he  was  10,  and  he  never  saw  his  alco- 
holic father  again.  Left  alone  to  raise 
four  children,  Rogers'  mother  worked 
in  a  dry-cleaning  plant  and  took  other 
odd  jobs  to  make  ends  meet.  When 
young  Jerry  broke  a  tooth  while  swim- 
ming, Anna  Rogers  paid  the  dentist's 
bill  by  cleaning  the  dental  office  for 
two  years.  Jerry  and  his  siblings  also 
pitched  in.  During  high  school,  he  held 
down  two  jobs:  grocery-store  bagger 
and  theater  clerk. 

NO  FRILLS.  His  upbringing  couldn't  help 
but  shape  his  values.  For  example, 
though  Rogers  now  drives  a  1992  Mer- 
cury Cougar,  that's  only  because  his 
wife  recently  talked  him  into  getting 
rid  of  a  1983  Thunderbird.  "The  thing 
was  falling  apart,"  says  Ann  Rogers, 
his  high  school  sweetheart  and  wife  of 
30  years.  Cyrix'  offices  also  reflect 
Rogers'  frugal  tastes.  The  company  is 
housed  in  a  nondescript  two-story 
building,  and  the  executive  suite  is  a 
12-by-12  office. 
More  than  anything  else,  though. 


Rogers'  days  in  Nebraska  planted 
irrepressible  yearning  for  succe 
"I'm  frightened  of  failure,"  he  adm 
A  self-proclaimed  workaholic  who 
joys  running  three  miles  or  more  wj- 
ever  he  gets  a  break,  Rogers  esca 
Nebraska  by  enlisting  in  the  Navy  : 
serving  seven  years  as  an  electric 
He  rejoined  civilian  life  in  1969,  st 
ing  work  at  Tl  as  an  electronics  tec 
cian  but  quickly  bounding  up  the 
der.  He  became  Tl's  first  nondegr 
engineer,  then  earned  a  comput 


science  diploma  in  night  school  at 
University  of  Houston.  In  1981, 
ping  his  career  at  Tl,  Rogers 
picked  to  head  the  microprocessor 
sion.  Recalls  Tl  Executive  \ 
President  Walden  C.  Rhines:  "J 
was  the  most  demanding  manage 
my  group.  He  was  also  the  most 
spoken.  He  didn't  sugarcoat  his  idt 

He  hasn't  changed.  Last  fall,  C 
faced  a  potential  delay  in  developi 
of  its  486  design.  Rogers  told  C 
co-founder  and  former  Tl  colle: 
Thomas  B.  Brightman  to  deal  w  itl 
problem.  Brightman  stammered  si 
thing  about  returning  to  Japan,  \vi 
he  had  relocated  to  establish  a  ( 
presence.  "I  was  ordered  to  (Inii 
ery thing  else"  and  get  back  U> 
U.  S. — permanently,  says  Bright 
Cyrix'  chief  technical  officer.  "I 
hours,  I  had  retrieved  my  family 
was  back  in  Texas." 

Rogers  makes  no  apologies  for 
actions.  "There's  only  one  thing  in ' 
tant  to  me:  making  Cyrix  a  sue- 
Whatever  it  takes,  that's  what  I'll ' 

By  Stephanie  Anderson  Fo/rx 
Richardson,  Tex. 
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SCIENCE  &  TECI> 


THE  SHOTS  WE'VE  SAVED 
SURE  DO  ADD  UP. 


Hello.  It's  us,  Dick  and  Dave,  feeling  pretty  good  about  the  way 
we've  improved  our  games  since  we  started  reading  Golf  Illustrated. 

We  particularly  like  the  One  Minute  Lessons.  They  each  deal  with  one 
little  detail,  like  how  to  shift  your  weight  naturally  instead  of 
slicing  the  ball  or  hitting  it  fat  because  you're  tricing  too  dam  hard 
to  shift  that  weight  around  And  Golf  Ihstrated's  resident  pro,  Chi  Chi 
Rodriguez,  offers  his  clear,  well-written  tips  in  almost  every  issue. 

But  this  isn't  just  a  "how-to"  magazine.  Golf  Illustrated  is  the 
total  golf  experience.  It  covers  everything  we  love  about 
the  game. 

See  for  yourself.  Pick  up  a  copy  at  your  newsstand  today.  If  you  don't  see  it, 
raise  a  ruckus.  Or  call  1-800-82 1-CHIP  and  we'll  send  you  10  issues  for  just  $14  95. 
That's  57%  OFF  the  regular  newsstand  price! 

Call  today.  And  see  why  Golf  Illustrated  has  everybody  talking,  .including  Dick! 


Golf  Illustrated 

Subscribe  today-and  watch  for  us  on  TV! 


Turn  your  excess  inventory  into  a 

substantial  tax  break  and  help 
send  needy  kids  to  college  as  well. 


Call  for  your  free  guide  to  learn  how 
donating  your  slow  moving  inventory  can 
mean  a  generous  tax  write  off  for  your  company. 

Call  (708)690-0010 

Peter  Roskam 
Executive  Director 


mi3L 

P.O.  Box  3021,  Glen  EUyn,  IL  60138 
FAX  (708)  690-0565 

Excess  inventory  today. ..student  opportunity  tomorrow 
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GETTING  THE  MOST  FOR  YOUR  IRA? 


7 


Give  Your  IRA 
A  Chance  To  Grow 
At  Fidelity 

Ifyou're  looking  for  a 
diversiHed  approach  to  invest- 
ing for  retirement,  one  that 
includes  an  element  of 
growth,  consider  transferring 
your  IRA  to  Fidelity  Asset 
Manager' You  simply  make 
one  investment  with  no  sales 
charge,  and  your  money  is 
invested  across  domestic  and 
international  stocks,  bonds 
and  short-term/mone\  mar- 
ket instruments.  The  portfolio  is  monitored  and  gradually  adjusted  bv 
Fidelity's  managers  as  market  conditions  change.  Of  course,  share 
price  and  return  will  varv.  Average  annual  returns:  14.92"  >  for  one 
year  and  14.22%  for  Life  of  Fund  (12/28/88-6/30/92).* 

It's  Easy  to  Transfer  Your  IRA  to  Fidelity 

All  it  takes  is  one  toll-free  call  to  get  everything  you  need.  There's 
one  application,  one  easy  transfer  form,  and  Fidelity  handles  the  rest, 
no  matter  where  your  IRA  is  now 

Day  or  night,  you'll  have  access  to  information  about  your  IRA 
when  you  want  it.  ,\nd  Fidelity's  Retirement  Sjiecialists  can  help  you 
with  retirement  plan  tjuestions.  Call  today  for  a  free  IRA  fact  kit  and 
join  the  thousands  of  investors  w  ho  are  choosing  the  Fidelity  IRA  and 
the  expert  management  of  America's  largest  mutual  fund  manager. 

Visit  A  Fidelity  Investor  Center  or  Call  24  Hours 

1-800-544-8888 
FMelity^i^  Investments'' 

Common  sense.  I  ncommon  results. 

I-or  moir  compkMe  iiifornuiliiMi  on  Asst't  Manat;fr  iiickidiiig  ciuirnt's  and  expenses,  call  tor  a  free 
prospectu.s.  Read  it  carefulK  before  yon  iinest  or  send  money,  *Total  relnrns  for  the  period  end- 
int;  (r'MWl  iiiclnde  cliaiige  In  share  price  and  reinvestment  of  di\idends  and  capital  gains.  Past 
performance  is  no  gnarantee  of  futnre  results,  '^ou  ma\  lia\e  a  gain  or  loss  when  von  sell  \our 
h  shares,  FidelitvDistributors Corporation.  CODE:  BW/FAAI/091492 


Fidelity  Asset  Manager 


SHORT-TERIVI/ 
MONEY  MARKET 
STOCKS  INSTRUMENTS 


BONDS 

Fidelity  Asset  Manager  means  immediate 
diversification.  The  chart  shows  the  fund's 
asset  mix  as  of  6/30/92. 
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SAVING  OUR 
SCHOOLS 

WITH  AMERICA'S  CLASSROOMS  BESIEGED  ON  SO  MANY 
FRONTS,  HERE'S  HOW  THE  PRIVATE  SECTOR  CAN  HELP 


Welcome  to  our  uew  school.  Its  day  is 
eight  hours  long.  Two  are  spent  in  peer 
learning  groups,  and  one  in  physical 
activity.  Two  hou  rs  are  spent  at  an  "at- 
school  job,  "  in  the  library  or  cafeteria, 
learning  skills  and  responsibility. 
There  are  two  90-minute  sessions  with 
an  electronic  learning  system  that  cus- 
tomizes itself  to  a  student's  academic 
interests.  Thanks  to  computer  and  vid- 
eo technology,  some  classes  have  stu- 
dent-teacher ratios  of  100,000  to 
1.  This  means  flesh-and-blood 
teachers  have  enough  time  to 
spend  an  hour  or  more  every 
week  in  one-on-one  work  with 
each  student. 

This  scenario  isn't  science  fiction.  It's 
a  portrait  of  a  school  of  the  future — 
1996,  to  be  exact — as  envisioned  by 
Christopher  Whittle,  CEO  of  Whittle  Com- 
munications, and  Benno  C.  Schmidt  Jr.,  ex- 
president  of  Yale  University,  now  CEO  of 
Whittle's  Edison  Project.  The  Edison  Proj- 
ect is  developing  a  national  network  of  200 
for-profit  schools  in  four  years,  a  $2.5  bil- 
lion investment.  Ambitious  if  a  bit  vague, 
the  project  has  stirred  plenty  of  skepticism. 
But  whether  Whittle  pulls  it  off  in  1996  is 
less  important  than  what  he  represents  in 
1992:  an  outsider's  promise  of  a  clean  slate, 
tapping  into  a  sense  that  the  U.  S.  public 
schools  are  such  quagmires  of  inefficiency 
and  incompetence  that  the  only  solution  is 
to  rebuild  them  from  scratch. 

America  is  fast  losing  faith  in  public  edu- 
cation. Concern  about  the  system  is  noth- 
ing new:  It  has  been  30-odd  years  since  the 
publication  of  Why  Johnny  Can't  Read, 
nine  years  since  the  release  of  A  Nation 
at  Risk,  a  federal  commission's  report 
warning  that  schools  are  failing  our  chil- 
dren. Yet  after  more  than  a  decade  of  ef- 
fort and  experiments,  research  and  revela- 
tions, the  performance  of  American 
students  remains  stubbornlv  mediocre.  For 


the  past  10  years,  according  to  the  Educa- 
tion Dept.'s  National  Assessment  of  Edu- 
cational Progress  standardized  tests,  the 
scores  of  9-,  13-,  and  17-year-olds  in  math, 
science,  and  reading  have  mostly  remained 
flat.  "It's  like  the  educational  system  is 
brain-dead,"  says  Gary  W.  Phillips,  acting 
associate  commissioner  of  the  National 
Center  for  Education  Statistics. 

Most  Americans  agree — as  long  as  it's 
someone  else's  school  that  we're  talking 
about.  In  a  business  WEEK/Harris 
Poll  (page  85),  only  397f  would  rate 
the  quality  of  American  public  edu- 
cation overall  as  "excellent"  or 
"pretty  good,"  while  W/'  give  high 
marks  to  the  schools  their  children 
or  grandchildren  attended.  The 
business  community,  however,  is  much 
heavier  in  its  condemnation.  In  a  1991  sur- 
vey of  employers,  educators,  and  parents 
sponsored  by  the  Committee  for  Economic 
Development,  only  127  of  employers  felt 
high  school  graduates  write  well;  only  227 
said  they  had  a  good  mastery  of  math. 

Small  wonder  that  with  so  many  prob- 
lems confronting  U.  S.  public  schools,  the 
very  assumption  of  the  state's  role  in  pro- 
viding a  standard  education  for  all  chil- 
dren— the  aim  of  the  "common  school"  de- 
veloped 100  years  ago — is  under  siege. 

At  one  extreme  are  those  who  would  dis- 
mantle the  system  via  school  choice.  They 
would,  in  effect,  place  all  schools — public, 
private,  and  parochial — on  an  equal  footing 
to  compete  for  student  "customers."  At 
the  other  end  are  those  who  would  pre- 
serve the  public  school  concept,  albeit  in 
changed  form:  They  want  to  break  the  cur- 
rent power  structure  of  central  school  ad- 
ministrators and  grant  more  autonomy  to 
individual  schools.  In  between  are  a  host  of 
private-sector  representatives,  both  profit 
and  nonprofit,  who  are  getting  involved  in 
schools  in  increasingly  elaborate  ways. 

Some  programs,  such  as  the  private- 
school  scholarship  fund  established  in  Indi- 


FOUR  STAGES  OF 

SCHOOL-BUSINESS 

RELATIONSHIPS 

Corporate  efforts  to  "do  somethir 
for  schools"  fall  into  severol  basic 
categories.  Since  the  mid-1980s, 
trend  has  been  for  business  to 
move  to  higher  and  higher  levels  < 
involvement 
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T-A-SCHOQL   ■    PROJECT-DRIVEN    ■  R  E  F  0  R  M  -  0  R  I  E  N  T  E  D 


)opular  type  of  pro- 
ting  in  40%  of  U.S. 
^  schools  today. 
5  provide  tangible 
services  to  schools 
est  speakers,  em- 
ars,  small  grants, 
jters  from  high-tech 
ns.  Doesn't  cause 
omental  reform  by 
an  forge  closer 


Business  tries  to  change  one 
particular  school  or  one  aca- 
demic program,  usually  in  a 
multiyear  project.  Might  in- 
clude management  training  for 
administrators,  school-within-a- 
school  (as  in  American  Express' 
academies  of  finance,  travel,  or 
public  services  in  high  schools). 
Can  make  an  impact  but  critics 
ask:  What  happens  when  the 
money  stops? 


An  individual  company  or  a 
consortium  works  to  change  a 
variety  of  practices  throughout 
a  district.  Groups  such  as  the 
Cincinnati  Business  Commit- 
tee's Task  Force  on  Schools  and 
Chicago's  Leadership  for  Qual- 
ity Education  often  work  direct- 
ly to  decentralize  school 
boards.  Can  effect  some  major 
changes  but  requires  political 
delicacy 


Breaking  tradition, 
students  at 

orthridge  Middle 
School  in  Los 
Angeles  complete 
lessons  as  a  team 


POLICY  CHANGE 


Business  leaders  and  organiza- 
tions help  develop  state  legisla- 
tion. Corporate  interests  have 
influenced  educational  reform 
acts  in  Kentucky,  South  Caroli- 
na, and  Arkansas.  The  Business 
Roundtable  promotes  public 
school  choice  and  other  educa- 
tional goals  in  30  states.  Can 
result  in  sweeping  reforms,  but 
gains  in  student  performance 
take  time  to  materialize 


DATA:  COMMinEE  FOR  ECONOMIC  DEVELOPMENT,  COUNCIL  FOR  AID  TO  EDUCATION,  BW 


RY 
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anapolis  by  Golden  Rule  Insurance  Co., 
consist  of  opting  out.  Others  favor  con- 
tracting out — engaging  a  third  party  to 
manage  public  schools,  as  Baltimore  has 
done  with  Education  Alternatives  Inc.,  a 
private  company,  and  Chelsea,  Mass.,  has 
done  with  Boston  University.  And  finally, 
there  are  programs  that  help  out:  compa- 
nies using  their  management  expertise — 
often  backed  up  by  funds — to  design  sys- 
temic reform,  as  Champion  International 
Corp.  is  doing  for  middle  schools  in  Stam- 
ford, Conn.,  and  a  business  group  did  for 
Cincinnati's  entire  school  system. 
SPREADING  LIGHT.  Corporate  America  has 
plenty  of  reasons  to  get  involved  in  reform- 
ing education.  The  most  obvious  is  that  in 
so  doing,  the  private  sector  is  ensuring 
good  preparation  for  its  future  employee 
pool.  Once,  American  workers  were  consid- 
ered the  best-educated  in  the  world,  but  in- 
ternational test  results  show  our  kids  slip- 
ping compared  with  their  foreign  peers 
(page  79).  Also,  with  parents  of  school-age 
kids  now  heading  only  around  2o7c  of 
American  households, 
companies  must  become  a 
key  force  in  exerting  pres- 
sure on  politicians  to  in- 
voke change.  Along  with 
clout,  companies  possess 
the  resources  for  research 
and  development — and 
they  have  the  funds  to 
test  innovations.  "The  pri- 
vate sector  is  the  only 
way  we  can  hope  to  get 
the  investment  we  need  in 
creativity,"  says  Benno 
Schmidt.  "If  we  can  in- 
vent and  demonstrate  new 
technologies  and  ways  of 
managing,  other  schools 


When  it  comes 
to  school 
reform,  there's  no 
organized  effort. 
Says  one  expert, 
'We  have  all  these 
thousand  points  of 
light — ^but  no 
illumination' 


can  pick  them  up  and  adopt  them." 

Adoption  is  the  key.  One  could  argue 
that  the  real  reason  for  the  dismal  school 
picture  is  not  that  Americans  lack  good 
ideas  to  reform  education  but  that  the  good 
ideas  don't  spread.  According  to  the  Com- 
mittee for  Economic  Development,  there 
are  140,000  academic-corporate  partner- 
ships in  30,000  elementary  and  secondary 
schools — almost  half  the  public  schools  in 
the  country.  Yet  with  a  couple  of  excep- 
tions— Brown  University  Professor  Theo- 
dore Sizer's  Coalition  of  Essential  Schools, 
or  Stanford  University  Professor  Henry 
Levin's  Accelerated  Schools  Project — 
there's  no  organized  effort  to  implement 
these  methods  on  a  systematic  basis.  When 
it  comes  to  reform,  says  Harold  Stevenson, 
co-author  of  The  Learning  Gap,  a  com- 
parison of  Asian  and  American  school  sys- 
tems: "We  have  all  these  thousands  of 
points  of  light — but  no  illumination." 

The  Edison  Project  would  provide  the 
glow,  Whittle  thinks.  The  plan  is  to  open  50 
campuses,  containing  up  to  four  schools 


each,  in  1996.  Another  50  campuses,  serv- 
ing 150,000  students,  would  follow  the  next 
year.  And  by  2010,  they  would  achieve  an 
enrollment  of  2  million  kids,  kindergarten 
through  12th  grade.  Whittle  Communica- 
tions is  investing  up  to  $60  million  in  the 
Edison  Project,  which  consists  of  a  team 
designing  the  schools.  The  $2.5  billion  to 
build  them  will  be  raised  from  investors. 
The  schools  will  charge  tuition  of  $5,500— 
about  the  average  amount  public  schools 
spend  per  pupil.  About  207c  of  the  students 
will  be  on  full  scholarship. 

Whittle's  brand  of  educational  entrepre- 
neurship  shares  a  lot  with  another  break- 
the-mold  project,  the  New  American 
Schools  Development  Corp.  The  private, 
nonprofit  NASDC  will  raise  money  from  cor- 
porations (it  has  garnered  $50  million  of  a 
projected  $200  million  so  far)  to  fund  11  de- 
sign teams — "sort  of  the  defense  contrac- 
tors of  the  school  industry,"  says  Educa- 
tion Secretary  Lamar  Alexander.  Their 
mission  will  be  to  create  these  designs, 
"then  help  communities  create  the  best 
schools  in  the  world." 

Although  no  one  is 
turning  down  a  source  of 
fresh  ideas  (not  to  men- 
tion fresh  funding),  educa- 
tors are  somewhat  luke- 
warm about  these  ambi- 
tious programs.  Alexan- 
der compares  the  naSDC 
teams'  mandate  to  com- 
pletely rethink  education 
to  General  Motors  Corp.'s 
approach  to  building  the 
Saturn  car.  But  "when  GM 
built  Saturn,  they  used 
their  own  people,  re- 
vamped things  from  the 
inside — they  didn't  call  in 


a  bunch  of  outsiders  to  design  and  then  im- 
pose something  on  them,"  says  Bella  Ro- 
senberg, assistant  to. the  president  of  the 
American  Federation  of  Teachers. 

The  Edison  Project's  stated  aim  is  not  to 
replace  public  schools  but  to  provide  them 
with  a  workable  blueprint:  It  will  be  work- 
able because  it  will  operate  at  the  same 
cost  as  the  public  sector,  its  founders  ar- 
gue. Nevertheless,  many  educators  don't 
see  why  public  schools  will  copy  Edison 
schools  any  more  than  they  do  private 
schools  or  innovative  programs  now. 

Certainly,  innovation  abounds: 

■  At  Northridge  Middle  School  in  Los  An- 
geles, teachers  give  assignments  to  small 
groups  of  students,  who  complete  lessons 
as  a  team — a  far  cry  from  "the  traditional 
mode  of  the  teacher  talking  and  everyone 
else  hallucinating,"  says  Ron  Klemp,  direc- 
tor of  the  program. 

■  In  Chelsea,  Mass.,  teachers'  aides  make 
regular  house  calls,  tutoring  students  and 
setting  up  family  reading  programs. 

■  The  Corporate  Community  School  in  Chi- 


LAMAR  ALEXANDER 

EDUCATION  SECRETARY 

'We  shouldn't  get  so 
distracted  by  the  so-callec 
disparities  in  funding  that 
we  fail  to  put  the  first 
priority  on  the  disparity 
in  quality.  And  the  biggest 
reason  for  the  disparity 
in  quality  is  not  money — 
it's  attitude  and  the  struct 
of  the  system' 


BENNO  SCHMIDT 

PRESIDENT, 
THE  EDISON  PROJECT 

'I  asked  myself:  What  is ' 
chance  that  public  educal 
would  make  the  investmi 
innovation  and  have  the 
freedom  to  experiment  a 
set  itself  the  kind  of 
competitive  conditions  ii 
which  innovations  can 
flourish?  There  is  no  cha 
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cago,  a  tuition-free  institution  financed  by 
corporate  sponsors,  offers  courses  witii  no 
grades  and  classes  tiiat  group  kids  in  two- 
year  clusters. 

Other  districts  are  even  inviting  a  third 
party  to  manage  an  entire  school.  Educa- 
tion Alternatives  Inc.  of  Minneapolis  has 
just  won  a  $133  million  contract  to  run  nine 
Baltimore  elementary  schools,  with  a  total 
of  4,815  students.  The  company  will  spend 
$5,549  per  student,  the  city's  average  per- 
pupil  e.xpenditure.  Baltimore  turned  to  EAI 
because  students'  standardized  test  scores 
were  so  low:  Of  the  state's  23  school  dis- 
tricts, Baltimore  ranked  19th. 

The  Baltimore  Teachers  Union  originally 
objected  to  the  arrival  of  a  private,  for- 
profit  management.  But  "there's  very  little 
public  about  public  education  anymore," 
says  Nathaniel  Harrington,  public  relations 
director  of  the  Baltimore  City  Public 
School  Districts.  "We  contract  out  for 
transportation,  computers,  and  other  sup- 
plies. What  we're  getting  from  this  compa- 
ny is  simply  another  service." 
ESCAPE  HATCHES.  EAI  was  already  provid- 
ing that  service  at  South  Pointe  Elemen- 
tary, a  Miami  public  school  that  opened  last 
fall  as  a  showcase  for  the  company's  Tes- 
seract  method.  Tesseract  relies  on  close 
student/ teacher  contact.  Two  teachers — a 
"master"  teacher  and  an  education  gradu- 
ate student — are  in  each  classroom.  There 
are  no  grades.  At  the  beginning  of  the 
year,  each  student  gets  a  personal  educa- 
tion plan  to  set  writing,  reading,  and  math 
goals. 

Along  with  the  Tesseract  approach,  EM 
attributes  its  results  to  its  third-party  pow- 
er to  implement  its  methods  and  transfer 
personnel  who  don't  perform:  "Rarely  is 
that  authority  vested  in  principals,"  notes 
David  A.  Bennett,  EAI  president.  Neverthe- 
less, some  educators  attribute  their  results 
to  other  factors.  "Their  being  a  private 
company  has  nothing  to  do  with  it,"  says 
Keith  Geiger,  president  of  the  National 
Education  Assn.,  the  teachers'  union. 
"South  Pointe  works  because  EAI  is  put- 
ting $1.2  million  of  its  own  into  that  school. 
Let's  do  that  in  every  school  in  the  U.  S. 
and  then  see  if  they're  successful." 

The  overwhelming  nature  of  the  prob- 
lems faced  by  public  schools  has  discour- 
aged many.  "I  just  don't  think  our  inner- 
city  schools  are  fixable,"  says  J.  Patrick 
Rooney,  chairman  of  Indianapolis'  Golden 
Rule  Insurance.  That  belief  led  to  the  es- 
tablishment of  the  Educational  CHOICE 
Charitable  Trust  in  August,  1991.  Golden 
Rule  gave  $1.2  million  and  started  request- 
ing applications  from  the  moderate-  and 
low-income  families  who  wanted  to  send 
their  kids  to  private  or  parochial  schools. 
The  deal  is  that  CHOICE  will  pay  half  of  the 
school's  annual  tuition,  up  to  $800  per  stu- 
dent, for  at  least  three  years. 

Some  71  private  and  parochial  schools 


are  now  educating  900  CHOICE  students, 
Jennifer  Miller,  10,  is  one  of  them.  Her 
mother,  Pam,  a  divorcee  now  living  on 
workers'  compensation,  was  worried  when 
she  moved  into  downtown  Indianapolis.  "I 
didn't  want  to  send  her  to  a  downtown 
school  because  she  wouldn't  have  sur- 
vived," she  says.  Jennifer  enrolled  in  Holy 
Cross  Central  School,  with  CHOICE  picking 
up  half  the  $1,000  tuition.  At  Holy  Cross, 
Jennifer  gained  confidence  and  self-es- 
teem, mostly  from  being  accepted  by  her 
peers.  Her  grades  improved,  too. 

CHOICE  has  been  a  godsend  to  kids  such 
as  Jennifer.  But  at  the  Lilly  Endowment, 
which  is  evaluating  the  fund's  progress. 


THE  U.S.  KEEPS  SPENDING 
MORE  ON  STUDENTS.. 


Education  Program  Directors  Joan  Lipsitz 
and  Cyril  Kent  McGuire  think  CHOICE  will 
have  little  or  no  impact  on  Indianapolis  as  a 
whole.  "I  don't  think  removing  children 
from  the  public  school  system  will  reform 
the  public  school  system.  We've  had  chil- 
dren pulled  out  of  the  system  forever.  And 
has  it  improved?  No,"  says  Lipsitz. 

In  fact,  it  could  get  worse.  Since  Indiana 
funds  districts  on  a  per-child  basis,  CHOICE 
works  to  "the  fiscal  disadvantage  of  India- 
napolis public  schools,"  says  Superinten- 
dent Shirl  Gilbert. 

Golden  Rule's  CHOICE  program  is  essen- 
tially a  privately  backed  experiment  in 
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The  CHOICE  Trust  in  Indianapolis  helps  students  ka  x  l  eiiy  schools  for  private  ones,  such  as  Holy  Cross  Cei^ 


school  choice — and  the  controversy  it 
raises  reflects  the  debate  over  that  move- 
ment. School-choice  advocates,  who  include 
President  Bush,  argue  that  assigning  l\ids 
to  schools  by  district  unfairly  restricts  low- 
income  famihes;  "We  don't  tell  people  on 
food  stamps  they  can  only  buy  their  food 
at  one  grocery  store  in  town,"  says  Lamar 
Alexander.  "So  we  shouldn't  tell  a  family, 
just  because  it's  poor,  that  it  can't  make  a 
decision  about  where  its  child  goes  to 
school."  To  improve  the  public  school  sys- 
tem, let  the  free  market  reign,  the  voucher 
advocates  argue.  They  say  competition  will 
cause  public  schools  to  shape  up  or  risk  los- 
ing their  clientele — and  their  funds. 
GRIM  IMPACT.  There's  some  evidence  that 
this  is  happening  in  Minnesota,  which  for 
the  past  four  years  has  allowed  students  to 
attend  any  public  school  they  wish — any- 
where in  the  state.  The  program  has  hardly 
caused  a  stampede:  Only  17'  of  the  state's 
500,000  kids  have  opted  "to 
switch.  Still,  since  open 
enrollment  was  instituted, 
some  high  schools  have  in- 
troduced college-level  ad- 
vanced placement  courses 
and  otherwise  boosted 
their  curriculum  to  attract 
students. 

Those  opposing  vouch- 
ers (including  Democratic 
candidate  Bill  Clinton)  ar- 
gue such  programs  in  ef- 
fect use  public  moneys  to 


subsidize  private  schools.  While  that  isn't 
unprecedented — in  Vermont,  students  can 
go  to  any  high  school  at  state  expense  if 
their  district  lacks  one — there's  little  evi- 
dence so  far  that  vouchers  work  on  a  larg- 
er scale.  In  Milwaukee,  the  only  system 
currently  offering  a  public/private  choice, 
results  have  been  mixed.  In  1990-91,  the 
first  year  of  operation,  seven  schools  en- 
rolled 341  students,  more  than  half  of  them 
from  welfare  families.  Although  atten- 
dance was  higher  than  the  system  average, 
achievement  test  scores  didn't  show  much 
progress.  And  257  of  the  students  left  the 
program  this  year.  "If  they're  voting  with 
their  feet,  they're  voting  not  to  continue," 
says  John  F.  Witte,  a  political  science  pro- 
fessor at  the  University  of  Wisconsin  at 
Madison  who  is  evaluating  the  program. 

Besides,  voucher  critics  say,  free-market 
competition  may  be  fine  for  the  economy, 
but  it  won't  work  well  in  education. 

"Choice  is  triage  of  the 
worst  kind" — offering  an 
escape  hatch  for  a  few 
students,  instead  of  a  way 
to  improve  the  school  sys- 
tem, says  Jonathan  Kozol, 
author  of  Savage  In- 
equalities, a  critique  of 
the  disparities  between 
school  districts.  "Even  if  a 
school's  competitive  in- 
stinct is  up,  it  has  less  re- 
sources to  compete." 
For  example,  Massa- 


chusetts instituted  a  choice  pn 
among  neighboring  public  school  d: 
last  year.  While  it  improved  educati( 
portunities  for  the  834  young 
pants — almost  all  of  whom  were  \ 
the  plan  so  far  has  had  more  fiscal  t 
ademic  impact.  And  that  impact  ha 
grim.  When  a  student  switched  fr( 
district  to  another,  his  old  district  ha 
imburse  his  new  one — at  the  new  s 
cost. 

So  when  110  students  seized  the 
to  flee  the  lower-class,  industrial  ti 
Brockton  for  neighboring,  wealthiei 
they  brought  $887,232  in  fundinj 
them.  The  state  has  since  revised  t 
gram  so  that  a  community  forfeil 
257'  of  the  departing  pupil's  cost.  S 
prived  of  vital  funding  school  distri( 
are  already  near  bankruptcy  have 
no  evidence  of  improving  schools  ir 
tempt  to  lure  back  students. 

One  company  aiding  public  scb  ' 
RJR  Nabisco  Inc.  Its  five-year  Nr\i 
ry  Schools  project  is  giving  awa,\  a 
$30  million  in  grants  to  45  schools 
novative  reform  proposals.  Bu.t  it 
completely  pretty  picture.  Oric  p 
What  happens  to  a  school's  prograi « 
the  money  stops?  The  grants  run  i'l  u 
years,  though  R,]R  is  planning  tu 
some  aid  to  schools  whose  reforms  ■ 
copying  (and  give  small  replication  r- 
of  around  $100,000  to  other  schools 

Then,  there  have  been  a  numbe  r  <  - 
tions  "where  jealousy  of  the  ■ 


^  chool-by-school 
*/  approaches  to 
aiding  public 
education,  such  as 
RJR  Nabisco's,  may 
fall  short  if  the 
entire  state  system 
needs  overhauling 
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How  $11  billion  will  improve  the  flow 
of  information  around  the  Great  Lakes. 


're  making  an  $11  billion  investment  in  our 
immunications  network  over  the  next  five  years.  A 
•rk  that's  designed  to  connect  Ameritech  customers 
^hout  the  Great  Lakes  region  with  tomorrow, 
an  aggressive  plan  that  will  bring  the  advanced 
es  of  a  digitally  switched  network  to  more  than  80 
It  of  our  12  million  business  and  residential  customers 
5.  With  double  the  fiber  optic  cable  we  have  employed 
we'll  be  delivering  even  more  exciting  new  services 
row.  Everything  from  innovative  custom  calling  features 
deo  conferencing  to  advanced  healthcare  information 
IS.  By  enhancing  our  network's  quality,  capacity  and 
lity,  we're  providing  customers  with  more  choices  for  the 


way  they  live  and  more  productivity  in  the  way  they  work.  This 
commitment  to  improving  life  for  our  customers  is  part  of  our 
pursuit  of  an  even  more  profitable  future  for  our  shareowners. 

For  a  copy  of  our  Annual  Report  or  related  financial  pub- 
lications, call  Ameritech  investor  Relations  at  312/750-5353. 


The  Communications  Companies  of  Ameritech  are: 
Illinois  Bell  •  Indiana  Bell  •  Michigan  Bell  •  Ohio  Bell  •  Wisconsin  Bell 
Ameritech  Audiotex  Services  •  Ameritech  Credit  •  Ameritech  Development 
Ameritech  Information  Systems  •  Ameritech  International 
Ameritech  Mobile  Communications  •  Ameritech  Publishing 
Ameritech  Services  •  The  Tigon  Corporation. 


'.sritech  Corporation 


JsMEitSTECH 

Connecting  You  With  Tomorrow 


Just  before  metal  meets  metal, 
a  car  has  a  host  of  systems 
that  allow  you  to  take  evasive 
action.  The  engine,  the  brakes,  the 
steering— all  are  at  your  disposal  to 
help  you  get  out  of  trouble. 

Unfortunately,  trouble  is  not  al- 
ways avoidable.  And  at  the  instant  of 
impact  and  for  the  next  fraction  of  a 
second,  a  number  of  other  systems  in 
your  car  are  there  to  help  defend  you. 

That  is  why,  in  the  event  of  a 
severe  frontal  collision  (the  most  com- 
mon type  of  accident),  the  LS400  is 
carefully  orchestrated  to  self-destruct. 
The  energy  from  the  crash  is  chan- 
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iiar  to  the  way  a 
d  cardboard  box 
i  its  contents,  the 
2i,iM  sections  are 
0  create  crumple 
hat  progressively 
'.ve  upon  impact. 


,4  door  can  act  as  a  barrier  a.'-  well  as  an  entn  icay. 
Each  door  is  fortified  with  a  sleel  side-inlniswn  beam. 


rt 

■oque  body 
ogive:  the  pa 
is  made  with  iSBI 
mile-slrenglh  sleel. 


nelled  through  what  is  known  as  the 
"crumple  zone''  which  manages  much 
of  the  impact  in  order  to  help  pro- 
tect the  driver  and  passengers. 

Indeed,  that  is  the  point  of  all 
our  safety  features:  to  help  reduce 
the  risk  of  injury  to  you  and  yours.  It 
is  a  goal  that  is  impossible  for  any- 
one to  ever  guarantee.  But  it  is  a  goal 
to  which  we  are  nevertheless  com- 
mitted. So  if  you  are  impressed  by 
how  well  a  Lexus  is  put  together,  let 
us  assure  you  of  one  thing:  it  falls 
apart  rather  impressively,  too. 


® 


The  Relentles.'y  Piirsiiit  Of  Perjectum. 


nenlal  Restraint  System  (SHSl  mil  inflate  tmh  in  a  sfiere  frontal  impact.  In  a  moderule  riillismn.  (he  three-jimnt  \eat  helt  proi  ide\ primary  protection;  the  airbag  mil  not  inflate. 


schools  was  quite  profound,"  says  Roger 
D.  Semerad,  president  of  the  RJR  Nabisco 
Foundation.  One  school  received  a  $750,000 
grant — only  to  see  the  school  board  cut  its 
budget  by  exactly  $750,000,  Semerad  says. 

The  Nabisco  experience  underlines  the 
key  problem  with  Next  Century's  motto — 
"Changing  Education  One  School  at  a 
Time."  "We've  had  magnet  schools  for 
years  now.  And  they've  been  wonderful. 
But  other  schools  haven't  improved  to  com- 
pete with  them.  They  can't,  without  the 
same  attention  and  money,"  says  Diana 
Rigden,  director  of  precollege  programs 
for  the  Council  for  Aid  to  Education.  That's 
why  meaningful  reform  requires  an  over- 
haul "of  the  whole  damn  state  system, 
from  the  governor  on  down,"  says  Rexford 
Brown,  senior  fellow  for  the  Education 
Commission  of  the  States. 

Something  very  much  like  that  is  hap- 


Among  their  reforms:  team-teaching, 
multi-age  classes,  extra  advisory  periods. 

Giving  academic  and  fiscal  responsibility 
to  individual  schools  is  being  tried  all  over 
the  U.  S.  However,  as  Marilyn  Hohmann, 
principal  of  Louisville's  Fairdale  High,  ob- 
serves: "None  of  this  will  work  in  any 
school  district  unless  you  have  powerful 
support  from  the  central  administration." 
That  means  the  school  board  must  move 
from  daily  micromanagement — the  bane  of 
principals  and  teachers — into  a  more  long- 
term  planning  and  advisory  role. 

When  various  factions  all  lock  horns,  it 
freezes  the  school  system.  An  outside  force 
is  necessary  to  melt  it,  says  Paul  T.  Hill,  se- 
nior social  scientist  at  the  Rand  Corp. — and 
that's  a  key  role  the  private  sector  can 
play.  Take  Cincinnati.  In  1990,  its  schools 
were  in  trouble.  The  dropout  rate  was  al- 
most 50%.  Plagued  by  political  battles  and 


pening  in  Kentucky.  In  1990,  tlie  state 
passed  an  education  reform  act  after  the 
state  supreme  court  declared  its  education 
system  unconstitutional,  partly  because  of 
funding  disparities  between  districts.  Unit- 
ed Parcel  Service,  Humana,  Ashland  Oil, 
and  other  corporations  formed  the  Partner- 
ship for  Kentucky  School  Reform  to  help 
implement  changes.  It  has  spent  $2  million 
on  information  campaigns,  school  consul- 
tants, and  forums  to  mediate  disputes. 
PRIVATE  PUSH.  Perhaps  Kentucky's  big- 
gest change,  in  terms  of  daily  operations, 
is  the  wholesale  adoption  of  school-based 
decision-making.  By  1996,  every  school  will 
be  run  by  a  school  council — consisting  of 
parents,  teachers,  and  principal — that  will 
manage  finances  and  set  the  curriculum. 
Several  schools  in  Jefferson  County  were 
already  practicing  "participatory  manage- 
ment," as  the  local  educators  call  it. 


buniblnig,  the  adminislraUun  was  unable 
to  persuade  a  disgusted  electorate  to  vote  a 
tax  increase — even  though  the  district  it- 
self was  virtually  bankrupt.  At  the  superin- 
tendent's request,  a  group  of  corporate 
leaders  met  to  evaluate  the  school  system. 

Colloquially  known  as  the  Buenger  Com- 
mission, after  its  leader.  Fifth  Third  Ban- 
corp Chairman  Clement  L.  Buenger,  the 
committee  issued  its  report  in  September, 
1991 — and  then  immediately  began  lobby- 
ing to  get  its  recommendations  adopted.  By 
November,  it  persuaded  voters  to  approve 
a  $9  million  school-reform  tax.  Emergency 
legislation  by  the  Ohio  General  Assembly 
allowed  the  district  to  refinance  its  debt — 
with  a  letter  from  Buenger  helping  speed 
the  bill  through  in  58  days. 

Cincinnati  schools  resume  this  fall  under 
a  much-changed  administration.  Half  the 
central-office  posts  have  been  cut,  and 


many  administrators  have  either  re 
returned  to  jobs  in  the  schools— 
that  will  save  the  district  $16  milli 
the  next  two  years.  Along  with  stj 
the  system  will  be  further  decentra 
dividing  schools  into  nine  minic 
with  one  devoted  to  pilot  programs 

Champion  International,  the  S 
(Conn.)  paper  maker,  is  also  workin 
school-district  level.  Impressed  by 
Carnegie  Council  on  Adolescent  I 
ment  report,  it  approached  the  S 
school  board,  which  was  planning  t 
four  middle  schools.  Champion  of 
implement  Carnegie  Council  ideas 
This  involved  hiring  a  full-time  cor 
financing  a  summer  school  for  low 
ers,  and  sponsoring  biweekly  train 
sions  for  every  middle-school  te;; 
total  investment  of  $2  million. 

Since  the  middle  schools  opened 
attendance  rates  have  doubled,  15  ( 
summer-school  kids  are  now  on  tl 
roll,  and  93'-'  of  parents  report  tl 
are  happy  at  school — a  rarity  for  t 
riously  difficult  junior-high  years, 
on  is  now  spreading  its  work  to  otl 
munities  that  are  home  to  its  paper 
will  continue  to  spend  about  $1.." 
per  year  on  the  programs. 

The  initiative  works  because  in  e, 
the  company  stuck  to  an  adviso 
"They  never  indicated  to  us  they  wi 
take  over.  Rather,  it  was,  'How  a 
help  you?  Where  do  our  goals  e 
says  Linda  Hautala,  principal  o 
ford's  Dolan  Middle  School. 
ESCAPE  ROUTES.  The  real  challeng 
form-minded  companies  is  to  think 
cally — no  matter  how  jammed-up 
tem  seems.  Nothing  else  really  wo 
permanent,  large-scale  alternative 
schools.  Corporate-run  schools  ani 
ers  amount  to  elaborate  escape  ro 
a  lucky  few.  And  "one-school-at-a-tii 
forms  rarely  travel  well.  Besides  a 
always  the  problem  of  what  happei  i 
students  when  the  project  ends. 

So,  education  should  be  left  to  it 
fessional  educators — but  with  he 
the  private  sector  in  providing  h 
sources,  research,  and  inspira*?! 
change.  "Maybe  the  lesson  fofji 
schools  isn't  literally  'adopt  what  " 
notes  Whittle.  "Maybe  it's  more, 
starting  over.' " 

There's  room  for  all  types  ole! 
ments  in  education.  One  of  the  c(si 
themes  in  current  reforms  is  indivija 
individual  management  for  the  schii. 
vidual  power  for  the  teacher,  indi\ ' 
tention  for  the  child — all  with  thi 
providing  a  good  education  for  all  ii' 
That's  the  one  principle  of  he 
schools  that  will  never  need  reforri? 

Bi/  Troy  Segal  in  New  Voil 
Christina  Del  Valle  in  Washingto  L 
Greising  in  Chicago,  Rena  Miller 
Julia  Flynn  in  Indianapolis  a ' 
Prendergast  in  Cincinnati 


78  BUSINESS  WEEK/SEPTEMBER  14,  1992 


HY  AKIO  AND  YVES 
EAT  OUT  JOHNNY 


countries  have  clear  teaching  goals  backed  by  tough  tests 


eked  away  behind  Taipei's  central 
■ain  station,  200  18-year-olds  at  the 
sholar  Cram  School  furiously  scrib- 
's  as  a  math  instructor  imparts  tips 
ding  large  numbers.  Although  Au- 
ication  is  in  full  swing,  these  Tai- 

students  haven't  a  moment  to 
Their  college  entrance  exam  is  next 
id  competition  is  acute:  Fewer  than 
11  pass.  Most  will  study  six  nine- 
ays  per  week  for  11  months  at 
or  one  of  hundreds  of  private  cram 

like  it.  Many  endured  the  same 
ring  junior  high— to  qualify  for  the 
?h  schools.  "I  don't  think  I  slept 
lan  four  or  five  hours  a  night  all 
lays  Iris  Tu,  a  recent  grad. 
'  regimen  seems  excessive,  the  les- 
istructive  for  those  who  despair  of 
%n  public  education:  There's  no 
ite  for  hard  work,  driven  by  rigor- 
nands  and  backstopped  by  real  ca- 
nsequences.  No  system  offers  a 
!  model.  But  a  BUSINESS  week  sur- 
1 5ome  of  the  world's  best  reveals  a 


delicate  mix  of  ingredients  worth  consider- 
ing. "The  lessons  are  obvious,  but  [Ameri- 
cans] don't  follow  them  very  often."  says 
Chester  E.  Finn  Jr.,  a  partner  in  the  Edi- 
son Project,  a  Nashville-based  group  de- 
veloping a  network  of  private  schools. 
"Preparing  kids  for  exams  is  the  major 
task  of  most  other  school  systems. 
Only  in  the  U.  S.  is  'teaching  for 
the  test'  considered  a  sin." 

Most  respected  systems  set  high 
hurdles  through  national  or  state 
exams,  then  work  backwards  to 
build  detailed  curricula  for  achiev- 
ing them.  While  standard  U.  S. 
tests  seek  to  measure  aptitude,  kids  from 
Japan  to  Germany  to  France  are  held  re- 
sponsible for  what  they  actually  learn  in 
class.  "The  more  the  curriculum  demands, 
the  more  kids  learn,"  says  Neville  Post- 
lethwaite,  a  professor  of  comparative  edu- 
cation at  the  University  of  Hamburg. 

For  instance,  passing  the  typical  world 
history  college  entrance  exam  in  Japan  re- 
quires recalling  issues  as  precise  as  the 


events  surrounding  British-French  trade 
frictions  in  the  18th  century.  To  prepare 
students,  the  national  curriculum  sets  a 
rigid  schedule  of  required  competencies  in 
every  subject  at  every  level.  Fifth-graders 
do  multiplication  and  division  of  negative 
fractions — something  many  U.  S.  kids 
don't  come  across  until  three  years  later. 
CONFUCIUS  SAYS.  Central  control  of  the 
syllabus  does  little  good,  however,  unless 
policymakers  know  what  they  want  the 
system  to  produce.  The  Netherlands, 
which  depends  heavily  on  foreign  trade, 
makes  foreign  languages  and  math  com- 
pulsory— starting  in  primary  school.  Hun- 
gary's national  priority  in  technology  pro- 
vides specialized  science  teachers  starting 
in  the  fourth  grade  and  a  full  math  and 
science  diet  through  grade  12. 
Knowing  what  to  teach  doesn't  mean 
much,  however,  unless  all  children 
have  an  equal  opportunity  to 
learn.  Assuming  the  key  to  equali- 
ty starts  early,  France's  public 
ecoles  maternelles  (preschools) 
are  attended  by  virtually  all  4-  and 
5-year-olds.  They  may  be  the  clos- 
est thing  yet  to  the  Bush  Adminis- 
tration's goal  of  making  sure  every  child 
starts  school  ready  to  learn.  State-selected 
teachers,  who  are  held  to  the  same  high 
qualifications  as  those  in  higher  grades, 
follow  a  detailed  curriculum  in  basic  lan- 
guage, logic,  and  social  skills. 

Still,  France's  Socialist  government  rec- 
ognized 10  years  ago  that  a  fair  start 
doesn't  equalize  certain  economic  and  cul- 
tural disadvantages.  So  the  state  funnels 


RY 
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further  resources  for  supplemental  classes 
into  priority  zones,  encompassing  107^  of 
all  schools.  Unlike  the  U.  S.  Chapter  One 
program,  which  singles  out  individuals  for 
special  help,  "France's  geographical  focus 
is  a  more  comprehensive  effort  to  change 
schools,  not  just  kids,"  says  Charles 
Glenn,  professor  of  education  policy  at 
Boston  University.  At  Clemenceau  junior 
high  in  Paris'  Goutte  d'Or  priority  district, 
where  907<  of  the  students  are  children  of 
Arab  or  African  immigrants,  the  rate  of 
those  advancing  to  lycee  (academic  high 
school)  has  climbed  to  65%  in  recent  years, 
past  the  557'  national  norm.  Given  an 
equal  chance,  says  principal  Liliane  Bour- 
sin,  "all  students  can  succeed — and  we 
treat  them  that  way." 

That  tenet  is  the  backbone  of  Asian  edu- 
cation as  well.  In  Japan,  Korea,  and  Tai- 


ty  of  Michigan  professor  and  co-author  of 
The  Learning  Gap,  a  comparison  be- 
tween Asian  and  U.  S.  classroom  practices. 
In  elementary  and  junior  high  schools, 
Japanese  instructors  use  a  greater  variety 
of  teaching  methods  and  ask  more  ques- 
tions of  all  students,  keeping  them  in- 
volved. "Asian  teachers  have  an  absolute- 
ly compelling  vitality  and  coherence  to  the 
information  they  present,"  Stevenson 
says.  That  partly  stems  from  having  a 
generous  40%  of  the  workday  free  to  pre- 
pare for  classes.  U.  S.  teachers  are  lucky 
to  get  one  full  hour  a  day  free. 

The  stereotype  of  rote  memorization 
and  creativity-numbing  drills  associated 
with  Asian  teaching,  Stevenson  says,  is 
mainly  perpetuated  by  high  schools  and 
the  private  cram  courses.  But  in  lower 
grades  it's  much  different.  Science  teach- 


SOME  LESSONS  FROM  ABROAD 

FRANCE 


BRITAIN 

National  curriculum  and  testing  for 
England  and  Wales.  Each  school  can 
direct  its  own  budget  to  specific  needs 
of  students 

GERMANY 

Corporate  dedication  to  training  the  next 
generation  of  labor,  through  extensive 
funding  of  vocational  apprenticeships  for 
70%  of  students 


Public  preschools  serve  85%  of 
three-year-olds,  100%  of  five-year-olds. 
State-funded  supplemental  classes  for 
schools  in  impoverished  districts 

JAPAN 

Well-paid  teachers  spend  40%  of  school 
day  in  preparing  lessons  that  encompass 
a  variety  of  teaching  methods  to  keep 
students  involved 


wan,  belief  in  every  child's  ability  to  learn 
is  rooted  in  ancient  Confucian  tradition 
that  assumes  anyone  can  rise  to  a  position 
of  power  if  he  or  she  studies  hard  enough. 
Consequently,  a  student's  success  reflects 
equally  on  parents'  efforts  to  support 
scholarship.  Japanese  kyoiku  mamas  (ed- 
ucation mothers)  assiduously  invest  sever- 
al hours  each  night  helping  their  kids  with 
homework.  By  contrast,  "in  America,  we 
figure  a  kid  either  has  it  or  he  doesn't"  at 
an  early  age,  then  channel  the  child  into 
fast  or  slow  learning  groups,  says  William 
Loxley,  executive  director  of  the  Hague- 
based  International  Association  for  Evalu- 
ation of  Educational  Achievement.  "It  be- 
comes a  self-fulfilling  prophecy." 

What's  more,  the  Asian  can-do  attitude 
leads  to  vastly  more  effective  teaching 
styles,  says  Harold  Stevenson,  a  Universi- 


ers,  for  example,  increasingly  present 
principles  by  first  introducing  hands-on  ap- 
plications. Fourth-graders  tinker  with  sim- 
ple household  appliances,  picking  up  basics 
of  electricity  and  motors. 

At  the  same  time,  most  successful  sys- 
tems recognize  different  competencies  by 
the  time  students  reach  high  school — and 
steer  them  into  appropriate  learning 
tracks.  While  many  U.  S.  educators  abhor 
such  "tracking"  as  a  matter  of  political 
principle,  company-supported  vocational 
and  technical  training  forms  the  heart  of 
high  school  programs  in  Germany  and 
Switzerland.  Starting  at  age  15,  70%  of 
these  nations'  students  begin  three-year 
apprenticeships,  some  of  which  are  nearly 
as  prestigious  as  the  academic  gymnasi- 
um. Waiting  lists  stretch  out  for  years  at 
Swiss  toolmaker  Sulzer  Brothers  Ltd.  and 


chemical  producer  Ciba-Geigy  Ltd. 
systems  work  partly  because  of  corpi 
dedication  to  training  the  next  gener 
of  labor.  In  Germany,  industry's  tai 
high  school  vocational  training  reprei 
30%  of  total  spending  on  education. 
AUTHORITY  FIGURES.  As  in  Asia,  r 
ence  for  teaching  lies  at  the  core  o: 
Germanic  systems.  In  Germany,  tea< 
win  civil  service  status  guaranteeing 
tenure  and  such  benefits  as  low-int 
mortgages.  In  Switzerland,  voters  in 
counties  actually  elect  instructors  to 
jobs.  "It  all  generates  strong  rei 
around  the  teacher  as  authority,"  i 
Norberto  Bottani,  a  comparative  educ 
expert  at  the  Organization  for  Ecor 
Cooperation  &  Development  in  Paris,  i 
One  clear  lesson  in  studying  educat 
policies  around  the  world  is  that  no  s 
magic  key  unlocks  excel) 
Koreans,  who  score  high  on 
national  math  and  science 
average  among  the  biggest 
sizes  in  the  world  (49  ii 
eighth  grade),  while  Hunga 
also  high  scorers,  have  one  ( 
shortest  school  years  (177  ( 
Nor  does  throwing  money  i 
problem  do  the  trick.  The 
spends  7.5%  of  its  gross  na 
product  on  education — se^ 
highest  of  20  countries  in  a  r 
assessment  by  the  Prini 
(N.  J.)-based  Educational  T( 
Service  (ETS) — but  scored 
the  bottom  in  three  of  four  ■ 
Still,  there  is  hope  in  that 
of  the  most  revered  educs 
systems — Japan,  Germany, 
Korea,  and  the  Netherlandi 
built  their  postwar  systems 
scratch  in  decades.  One  m 
example  may  be  in  the  mak 
England  and  Wales.  Afte 
cades  of  aimless  experiment 
the  government  four  year 
begain  a  pincerlike  movem( 
education.  It  set  up  a  national  testing 
men  based  on  the  country's  first  m 
curriculum,  emphasizing  English, 
and  science.  And  it  began  letting 
school,  rather  than  district  bureaucn  ' 
rect  its  own  budget  to  the  specific  lu 
its  students. 

It's  too  soon  for  results,  but  the  fciv 
seems  to  nail  the  basics  on  the  ht  ad.- 
stantial  improvement  doesn't  happe 
you  tackle  the  big  questions:  What  ( 
want  students  to  learn,  and  how  c; 
make  sure  everyone  has  an  -  p,  ^rn 
says  Gregory  R.  Anrig,  et;^  pre 
That's  an  exercise  worth  studying. 

By  Jonathayi  B.  Levine  in  Pariif 
Rebecca  MacKinnon  in  Taipei,' 
Reich lin  in  Bonn,  and  bureau  report 

For  o  BUSINESS  WEEK/Harris  Poll  on  how  A' 
feel  about  their  schools,  see  page  85. 
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It  Prints  Up  To  20  Pages  Per  Minute. 

It  Adjusts  From  One  Language  To 
Another-Automatically 

It  Prints  In  Every  Conceivable  Size. 

It  Holds  UpTb 1,500 Sheets  Of  Paper. 

It  Redefines  What  ANetwork 
Printer  Can  Do. 


If  It  Did 


The  new  COMPAQ  PAGEMARQ  20 
and  COMPAQ  PAGEMARQ  15.  Two 
network  laser  printers  that  will 
immediately  establish  the  industry 
benchmark.  Printers  for  those  who 
want  nothing  short  of  everything. 

After  ratlier  extensive 
R&D,  we  realized  the  aver- 
age network  printer  was 
doing  more  to  raise  your 
network's  blood  jDressure 
than  its  productivity  level. 

Which  led  us  to  more 
extensive  R&D  and  two 
breakthroughs:  two  net- 
work laser  printers  which 
are  bristling  with  features 
designed  to  help  everyone 
work  in  harmony. 

For  starters,  COMPAQ- 
built,  RISC-based  control- 
lers, along  with  powerful 
print  engines,  run  our 
printers  at  15  and  20  PPM. 


And  at  20  PPM,  that's  an 
average  of  100%  faster 
than  HP  Ilisi  in  PostScript 
applications.  Which  helps 
keep  your  network's  output 
more  than  up  to  .speed. 

Then  there's  the  ability 
to  print  in  sizes  up  to  11" 
by  17".  Which  can  really 
make  your  day  if  it's  filled 
with  everything  ranging 
from  envelopes  to  double- 
page  layouts  to  CAD  plots 
to  spreadsheets. 


The  built-in  h 
paper  trays  can  1». 
1,500  sheets,  moi 
other  desktopf 
Allowing  you  t( 
time  to  far  betteiu 
loading  paper. 

To  Compaq  ^ 
simply  wasn't  eo 
our  printers  to  itc 
both  PostScript  L\ 
PCL  5.  TherefoE 
other  printers,  a 
an  Intelligent  Ln 


lU'D  Be  Out  Of  A  Job 


feature  that  con- 

both  Novell  and  AppleTalk 

monitors,  with 

environments,  without  the 

e  precision,  the 

need  for  a  print  server. 

wliich  anyone  is 

The  printers  also  offer 

ly  moment.  It  will 

you  five  interfaces,  so  that 

Dmatically  adjust 

you  can  simultaneously  run 

nulation ,  without 

Ethernet  or  Token  Ring, 

ng  a  finger. 

AppleTalk,  both  a  serial  and 

Jy  network-ready 

a  parallel  port,  and  even 

lould  meet  all  of 

an  Internal  FAX  Modem. 

A'ork  needs.  This 

Wliich  will  lead  to  better 

ir  new  COMPAQ 

communication  across  the 

RQ  Laser  Printers 

entire  network.  Rather  than 

direct  connect  to 

the  kind  of  language  that 

best  remains  unprinted. 

Completing  the  picture 
is  the  800x400  COMPAQ 
Hi^h-Resolution  Print 
Mode,  created  to  give  you 
exceptionally  crisp  text 
and  graphics. 

Both  the  Programmable 
Font  Modules  and  internal 
60-MB  Hard  Drive  let  you 
store  PostScript  fonts  per- 
manently, without  having 
to  constantly  download. 

Thus,  what  you've  got 
amounts  to  far  more  than 
merely  a  network  printer. 

You  have  the  brainchild 
of  a  company  which  holds 
the  belief  that  utter  chaos 
does  not  have  to  be  stan- 
dard operating  procedure 
in  your  network. 

For  more  on  COMPAQ 
PAGEMARQ  printers,  just 
turn  to  the  next  page. 


They  print  in  si/es  up  to  11"  by  17."  They 
can  handle  CAD  images,  spreadsheets,  and 
even  double-page  layouts.  Multiple  Tmn- 
Trays  hold  up  to  1,  SCO  sheets  Impressed? 


Our  Intelligent  Emulation  Sensing 
feature  continually  monitors,  then 
automatically  adjusts  to  either  PostScript 
Level  2  or  PCL  S  depending  upon  which 
language  you're  using.  You  needn't  lijt 
a  finger 


IkOSE  WERElkE  Broadstrokes. 

Now  HERE'S  ThE  Fine  Print. 


a 

* —  -.mm 

COMI'AQ  PAGEMARQ  20:  20  PPM  <<  20  MH/  AMD  29000  RISC  »  /12S-K 
cache  <<  4Mli  MM  aanJurJ.  c\panJahk  w  20MB  <<  1,500-shcel  (standard) 

C().M1'A(^)  PAGEMARC,)  15  l,PPM<:  l(i-MH/  AMD  29(W  RISC  <' 4MB  KUI 
standard.  c\pandahlc  to  ISAIB  <<  7:)()-s/ic-i-r  (standard).  I.OOO-shcct  max  kI 
optional  sCLond  IwmJrav 

BCrrH  MODELS;  Up  to  SOO  X  400dpi  (COMPAdllicjh-Reiolutwn  Mode)  <■ 
PostScript  level  2  and  PCI  S  w/ Intelligent  Emulation  Sensmci  <<  One  slot /port  each  for 
ApplcTaik.  Ncttmrk  Interface  Cards.  Internal  hAX  Modem,  Serial  and  Parallel  Port 
<<  Available  Options:  Internal  60-MB  Hard  Drive.  I  -  and  2'MB  Prcyrammable 
lont  Modules  <i  ionsumahles:  (.Ine-piece  cartridije  iv / 1 2,(KX^-paije  yield 


At  Compaq,  we  realize  even  the 
most  advanced  network  printers 
in  the  world  aren't  worth  the  toner 
in  their  cartridge  kits  if  you  can't 
get  the  service  or  the  parts  that 
you  need  whenever  you  need  them. 

Thus  wf  vc  designed 
CdmpaqCarc.  This  is  our 
c'()nipi\hcnsi\r  service  ami 
suppc  >rl  program  w  hich  iiv 
ckidcs  our  one-vear  free 
on-site'  Hinited  warranty. 

It  w  ill  als( )  provide  vou 
w  ith,  amony  other  tliin^^s, 


repair  of  vour  printer  by 
the  second  business  day, 
anvvvhere  in  the  U.S. 

Whenever  you  need 
consumables,  you  can  buy 
them  at  all  participating; 
office  supply  stores,  at 
3,000-plus  Authorized 
COMPAQ  Reseller  loca- 
tions, or  riaht  from  us. 

For  any  questions,  or 
to  learn  more  about  our 
new  [jroi^ram  tor  recyclin^J 
consumables,  phone  our 
hotline  at  1  800  345  - 1 5 1 8  in 
the  U.S.;  in  Canada,  call 
I  800-263-5868. 

You'll  find  dedicated 
printer  specialists  eager 
to  convince  you  that  the 
path  to  greater  network 
productivity  begins  not 
onlv  within  vourselt,  but 
along  the  paper  path  that 
is  inside  vour  COMPAQ 
PAGEMARQ  User  Pnnter 


Five  interfaces,  with  a  direct  conn. 
\o\cll  dnJ.  .\pplcJalk.  lets  you  sn. 
neou\l\  run  Token  Rinq  or  Eth, 
ApplcTaik.  a  serial  and  parallel  pvn 
an  Internal  F  \  \  Modem. 


Store  Po-ylSLripl  fonts  forever.  Expanti 
font  lihrar\  \nd  eliminate  constant  *i 
loadmt^  iMth  Proi^rammahle  Rynt  /t/J 
or  (he  internal  t>0-MB  Hard  Drive.  U 


Send  FaH 


W  ith  our  printers'  optional  Inlerno 
Modem,  sou  can  send  and  recen 
sentd[ion-i^ualit\  documents,  in  si 
(0  II"      //"  Rii^bt  from  jour  desi 


I  hiv  -.tTv  m  IS  [ir(i\  itlid  h\  giijrantcc  d  scr\  n  e  |ir(>%  i(I<t\.  an<!  nid%  nut  In'  avdilahlu  in  tcrtain  gi-oyrajihii  Im  jrums   '     I  ^"^.^  t  Mnijidi|  t  i)in[Hiter  Corporariini 
Si  rv.  <l   CI  )Mi"\Q  reyislrrcd  U  S  I'atent  ami  rradenidrk  Ofliir  I'AC.I-MAKQ  and  Cnmpat]C'are  ,ur  trademarks  ol  t  ompaq  t  i.mpuu  r  (.  orpnrat...ri  I'r.idu 
eiitioiH  i|  herein  mas  be  Iradi'marks  and/nr  rcjJisIered  trademarks  ul  their  respertue  cnmpanlc^ 
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HOW  AMERICANS  GRADE  THE  SCHOOL  SYSTEM 


OVEMEHTS  NEEDED 

;neral,  how  would 
ite  the  quality  of 
can  public  schools — 
snt,  pretty  good, 
air,  or  poor? 


Excellent  3% 

Pretty  good  36% 

Only  fair  36% 

Poor  23% 

Not  sure  2% 


ECT  STAKE 

cou  have  a  child  or  grandchild  who  is  currently 
ling  or  has  attended  U.S.  public  schools  in  the  past  five 
ornot?  Yes  .  .  52%     No  .  .  47%     Not  sure  .  .  1% 


LY  REPORT 

5S:)  How  would  you  rate 
ality  of  those  schools — 
»nt,  pretty  good,  only 
r  poor? 


Excellent   16% 

Pretty  good   44% 

Only  fair   29% 

Poor   10% 

Not  sure   1% 


IBORS'  VIEW 

y.)  How  would  you  rate 
ality  of  the  public  schools 
r  local  community — ex- 
pretty  good,  only  fair, 
ir? 


Excellent   12% 

Pretty  good   43% 

Only  fair   25% 

Poor   17% 

Not  sure  3% 


"S  GOING  WRONG 

lin  the  public  school  system,  is  each  of  the  following  a  very 
5  problem,  a  somewhat  serious  problem,  not  a  very  serious 
m,  or  not  a  problem  at  all? 

Very   Somewhat    Not  very       Not  a  Not 
serious        serious      serious  problem  sure 

of  parental  involvement  with  children's  education  

 56%  26%  9%  ....  6%  .  .  3% 

tage  of  teachers  37%  23% .  .  .  .  18% .  .  .  18%  .  .  4% 

ufficiently  challenging  curriculum  

 33%  31%  16% .  .  .  13% .  .  7% 

any  administrative  rules  governing  individual  schools 

 25%  37%  ....  22%  9%  .  .  7% 

of  up-to-date  computers  and  equipment 

 24%  30%  ....  24%  ...  16%  .  .  6% 

t  school  year  ...  18%  24%  25% .  .  .  28%  .  .  5% 


}L  BUCKS 

I  if  it  might  mean  higher  taxes, 
you  favor  spending  more  money 
ir  community's  public  schools,  or 
you  favor  spending  less  or  about 
ne  amount  of  money? 


More   47% 

Less   8% 

About  the 

same   43% 

Not  sure  2% 


ING  THE  LEARNING  FIELD 

'  I'd  like  to  read  you  a  series  of  statements  about  public 
education  in  this  country.  Tell  me  whether  you  agree  or  dis- 
with  each  statement. 


Agree  Disagree    Not  sure 

School  districts  that  decide  to  raise  more  money  to  pay 

for  better  schools  should  be  allowed  to  do  so  

 86%.  .  .  13%  1% 

Children  should  be  able  to  attend  any  school  they 
qualify  for,  including  public,  parochial,  or  private 
schools,  with  government  money  going  to  poor  or  mid- 
dle-income children  attending  private  or  parochial 

schools  69%  .  .  .  29%  2% 

Children  should  be  able  to  attend  the  public  school  of  their  choice, 
including  one  out  of  their  district,  with  government  money  going 

to  the  school  they  attend   

 63%  .  .  .  35%  2% 

To  ensure  more  equal  spending  among  districts,  financing  of  the 
public  school  system  should  be  taken  out  of  the  hands  of  local 
government  and  moved  toward  federal  or  state  governments  .  .  . 

 43%  .  .  .  52%  5% 

Most  of  the  money  for  schools  should  continue  to  come  from  local 
taxes,  not  state  or  federal  taxes  41% .  .  .  56%  3% 

BACK  TO  BASICS 

■  Do  you  favor  or  oppose  each  of  the  following  proposed  changes 
to  the  curriculum  in  public  schools? 

Not 

Favor    Oppose  sure 

Putting  more  emphasis  on  teaching 
tougher,  more  challenging  basics  such  as 

reading,  writing,  math,  and  science  96%  3% .  .  1% 

Teaching  more  practical  skills  that  can  be 

used  in  the  work  force  92%  7%  .  .  1% 

Raising  requirements  for  passing  courses 

and  graduating  80% ....  18%  .  .  2% 

Teaching  more  about  foreign  countries 

and  languages  71% ...  .  27% .  .  2% 

Teaching  a  broader,  more  enriched  curric- 
ulum, including  more  arts  and  music  67%  ....  32% .  .  1  % 

TEACHERS'  PAYCHECKS 

■  Bearing  in  mind  that  they  are  Enough  

paid  out  of  taxes,  do  you  think  Too  little  

public  school  teachers  are  paid  Too  much  

enough,  too  little,  or  too  much?  Not  sure  


35% 
55% 
.  6% 
.  4% 


THE  EDUCATION  PRESIDENT? 

■  Who  do  you  think  would  do  a  better  job       Bush  35% 

of  improving  education  in  this  country  if  Clinton  ....  49% 

elected  President — President  Bush  or  Gov-  Not  sure  ..  .  16% 
ernor  Clinton? 


Edited  by  Mark  N.  Vamos 


Survey  of  1 ,250  adults  conducted  Aug.  26-3 1 ,  1 992,  for  BUSINESS 
WEEK  by  Louis  Harris  &  Associates  Inc.  Results  should  be  accurate 
to  within  3  percentage  points. 
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REAL  ESTATE  I 


COUNTRYWIDE'S 
HOME  SWEET  lOANS 


A  three-year  blitz  has  made  it  the  U.S.'s  top  mortgage  originator 


There's  no  denying  that  Angelo  R. 
Mozilo  is  a  thrill  seeker.  Last  win- 
ter, the  53-year-old  vice-chairman 
of  Countrywide  Credit  Industries  Inc. 
made  his  first — and  last,  he  promises — 
attempt  at  helicopter  skiing.  Airlifted  to 
the  top  of  an  especially  treacherous  run 
in  the  Canadian  Rockies,  Mozilo 
schussed  his  way  to  the  bottom — but 
only  after  cracking  a  few  ribs  along  the 
way.  "I  do  like  to  beat  myself  up," 
laughs  the  deeply  tanned  executive  of 
the  Pasadena  (Calif.)  mortgage  banker. 

Unfortunately  for  Mozilo's  competi- 
tors, he  has  applied  that  same  adventur- 
ous spirit  to  his  business  dealings.  And 
the  rest  of  the  mortgage-banking  indus- 
try can  be  excused  for  feeling  pummeled 
lately.  Dismissed  as  an  also-ran  less 
than  three  years  ago  and  still  relatively 
unknown.  Countrywide  has  emerged 
rather  suddenly  as  the  top  home-loan 
originator  in  the  nation. 


nudging  past  perennial  powerhouses 
Prudential  Insurance  Co.  and  Norwest 
Corp.  Thanks  to  aggressive  pricing — as 
well  as  a  19-year  low  in  mortgage  rates 
and  a  subsequent  rush  by  homeowners 
to  refinance  existing  loans — Country- 
wide is  expected  to  originate  $30  billion 
in  mortgages  this  year  (chart). 

The  revenue  boom  has  munificently 
stoked  Countrywide's  bottom  line.  Earn- 
ings in  the  fiscal  year  that  ended  last 
February  soared  170%,  to  $60.2  million 
on  $246  million  in  revenue.  Analyst  Jona- 
than E.  Gray  of  Sanford  C.  Bernstein  & 
Co.  expects  earnings  to  more  than  dou- 
ble again  this  year,  topping  $136  million. 

Although  companies  such  as  Country- 
wide are  commonly  referred  to  as  mort- 
gage bankers,  it's  a  misnomer.  They 
aren't  really  banks  in  that  they  don't 
have  charters  or  collect  deposits.  In- 


stead, they  borrow  funds  from  thfj 
tal  markets  and  then  originate  the^j 
mortgages,  often  through  referrals 
mortgage  brokers.  They  also  pui 
mortgages  from  other  lenders,  si 
banks.  Mortgage  bankers  usuall 
the  loans  to  intermediaries,  such  , 
Federal  National  Mortgage  Assn. 
gage  bankers  make  most  of  their  i 
from  upfront  finance  charges, 
sales,  and  fees  for  servicing  mort] 

Mozilo  founded  Countrywide  ii 
with  David  S.  Loeb,  a  longtime  bu 
associate.   Originally  a  tiny  co 
serving  only  California,  it  now  h 
retail  branches  in  26  states.  The  pi 
have  carved  out  separate  realmi 
low-profile  Loeb,  with  the  dual  ti 
chairman  and  president,  directs  ra 
the  back-office  chores,  such  as  fur 
ing  and  hedging  interest-rate  exj 
At  68,  he  is  seldom  at  headquarter 
ferring  to  work  out  of  his  home  in 
ern  California's  Squaw  Valley 
Manhattan  apartment. 
NO  COMMISSIONS.  By  contrast,  ] 
who  runs  day-to-day  operations  in 
dena,  prefers  a  high  profile.  A 
during  his  early  teens,  Mozilo  di' 
his  combative  nature  hunting  fo 
business  in  the  increasingly  comfi: 
mortgage  industry.  Says  Howai 
vine,  president  of  ARCS  Mortgag 
and  a  longtime  friend:  "Angelo  v 
whatever  it  takes  to  be  No.  1." 

That  was  graphically  demons* 
when  interest  rates  began  declirf 


COUNTRYWIDE'S  BUSINES 
IS  BOOMING... 


ORIGINATIONS 


MOZILO:  THE  KING  OF 
DISCOUNT  MORTGAGES 
MADE  $1.9  MILLION 
LAST  YEAR 


COUNTRYWIDE 
PRUDENTIAL  MORTGAGE 
FLEET/NORSTAR 

NORWEST 

! 

CHEMICAL  MORTGAGE 


TOP  ORIGINATOR! 
FIRST  HALF  OF  199, 


1  the  volume  ol'  mortgage  refin- 
ballooned.  Mozilo  feverishly 
lew  business,  purchasing  billions 
•s  in  fixed-rate  mortgages  from 
id  thrifts  that  wanted  to  reduce 
erest-rate  exposure.  He  also  vig- 
marketed  Countrywide's  ser- 
mortgage  brokers.  Last  year, 
Countrywide's  mortgages  were 
,  from  other  lenders  or  through 
.  The  remainder  were  made 
its  own  offices.  Mozilo  helped 
6  expansion  with  $346  million 
f-om  three  separate  public  stock 
s  last  year. 

igh  Countrywide's  soaring  vol- 
5  attracted  the  most  attention 
alysts,  a  major  reason  for  the 
-'s  profit  success  has  been  low 
the  1970s,  Mozilo  did  away  with 
:ed  commissioned  salespeople, 
r  them  with  salaried  underwrit- 
t  has  made  Countrywide's  low 
ratios  the  envy  of  the  industry, 
volume  has  climbed,  Mozilo  has 
even  better  deals  to  borrowers 
nng  finance  charges,  which  are 
mown  as  points.  Countrywide 
!ntly  charging  0.257^  of  the  loan 
for  a  30-year,  fixed-rate  mort- 
ompetitors  get  0.57.  Sanford 
n's  Gray  calls  Countrywide  the 
Schwab  of  mortgages, 
chough  Countrywide  had  to  add 
ployees  in  the  past  year  to  keep 

business  growth,  Mozilo  has 
ays  to  pursue  efficiencies.  He 
t  $25  million  over  the  past  three 
upgrade  Countrywide's  comput- 

an  artificial-intelligence  under- 
lystem,  expected  to  be  rolled  out 
r,  should  reduce  the  time  to  pro- 
e  loan  applications  from  40  min- 
.0  seconds. 

PRUDEKT.  While  they're  finally 
•ont  of  their  rivals,  Mozilo  and 
y  have  trouble  staying  there.  In 
(Vide's  rush  to  originate  mort- 
ly  competitors,  the  quality  of  its 
folio  could  easily  suffer,  though 
I't  be  apparent  for  some  time. 

business,"  warns  Marvin  I. 
tz,  chief  executive  officer  of 
al  Home  Mortgage  Co.,  "you 
)w  you're  making  bad  loans  un- 
ple  of  years  later." 
•ywide  securitizes  and  sells  its 
it  it  could  still  be  forced  to  take 
.d  loans  if  its  underwriting 
D  be  sloppy.  Even  if  underwrit- 

at  fault,  souring  loans  could 
e  Countrywide's  relationships 
i  federal  mortgage  agencies, 
larantee  the  loans  before  selling 
investors. 

.here's  the  specter  of  higher  in- 
tes.  Right  now,  refinancings,  a 
of  Countrywide's  current  orig- 
are  continuing  at  a  healthy 
lere's  still  $1  trillion  in  mort- 


gages outstanding  nationally,  with  rates 
of  9%  or  higher.  But  with  rates  expected 
to  rise  in  coming  years,  Countrywide's 
boom  days  may  be  numbered. 

So  far,  Mozilo  appears  unfazed  by 
such  concerns.  He  insists  that  Country- 
wide won't  jeopardize  credit  quality  as  it 
grows,  noting  that  at  the  end  of  March, 
only  3.47f  of  Countrywide's  mortgages 
were  30  days  or  more  past  due,  vs.  the 
industry's  4.57  average.  He  says  he's 
lowering  his  exposure  to  the  weakening 
California  real  estate  market  while  ex- 
panding into  states  such  as  Utah,  Penn- 
sylvania, and  Michigan.  "I  could  do  $100 
billion  this  year  and  have  107  of  the 
market,"  Mozilo  insists.  "The  only  thing 
restraining  us  from  doing  that  is  we 
want  to  originate  quality  loans." 

As  for  the  possibility  of  higher  rates, 
Mozilo  believes  that  mortgage  rates  will 
rise  by  only  two  percentage  points  at 
most  in  the  next  five  years,  to  a  little 
over  107  for  a  30-year,  fixed-rate  loan. 


If  he's  wrong,  there's  always  Country- 
wide's highly  remunerative  mortgage- 
servicing  business.  Fees  from  such 
chores  as  collecting  payments  and  gen- 
erating monthly  statements  accounted 
for  317  of  Countrywide's  profits  last 
year.  And  Mozilo  is  determined  to  in- 
crease that  share  as  a  hedge  against  a 
possible  fall-off  in  lending.  Country- 
wide's servicing  portfolio  has  doubled  in 
the  past  year,  to  $33.4  billion. 

For  now,  Mozilo  is  relishing  his  spot 
at  the  top  of  the  heap.  With  good  rea- 
son: He  received  $1.9  million  in  salary 
and  bonuses  last  year.  That's  more  than 
either  Banc  One  Corp.  CEO  John  B.  Mc- 
Coy or  BankAmerica  Corp.  chief  Richard 
M.  Rosenberg  earned  in  1991.  Mozilo  is 
even  planning  an  encore  to  last  year's 
helicopter  skiing:  bungee  jumping.  Clear- 
ly, he's  gambling  that  the  rewards  from 
his  many  ventures  will  more  than  keep 
pace  with  the  risks. 

By  Amy  Barrett  in  Pasadena,  Calif. 


INVESTMENT  BANKING  I 


THIS  RAZORBACK 
IS  PICKING  UP  SPEED 


Investment  bank  Stephens  Inc.  is  expanding  well  beyond  Arkansas 


JACK  AND  WARREN  STEPHENS:  RELATIONS  WITH  CLINTON  HAVEN'T  BEEN  ALL  THAT  ROSY 


The  Little  Rock  investment  banking 
firm  Stephens  Inc.  likes  to  throw 
its  weight  behind  winners — both  in 
business  and  in  politics.  Chief  Executive 
Officer  Warren  A.  Stephens  and  busi- 
ness associates  have  given  Arkansas 
Governor  Bill  Clinton  more  than 
$100,000  for  his  Presidential  campaign. 
With  the  Democratic  nominee  ahead  in 
the  voter  polls,  that  would  seem  like  a 
good  bet. 

Don't  think,  however,  that  a  Clinton 
victory  would  automatically  bring  a  bo- 
nanza of  new  business  to  this  privately 


held,  family-run  firm  that  has  long  been 
identified  with  the  Arkansas  power  elite. 
The  Stephens  family  has  had  an  often 
contentious  relationship  with  Clinton 
during  his  12  years  as  governor.  What 
particularly  irked  Jackson  T.  Stephens — 
the  firm's  chairman  and  Warren's  fa- 
ther— was  the  1985  establishment  of  the 
Arkansas  Development  Finance  Author- 
ity, which  was  the  centerpiece  of  Clin- 
ton's program  to  attract  new  businesses 
and  jobs  to  the  state.  The  elder  Stephens 
denounced  it,  and  he  even  went  so  far 
as  to  back  Clinton's  unsuccessful  oppo- 
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nent  in  the  1986  gubernatorial  election. 

True,  the  Stephens  firm  has  participat- 
ed in  more  than  10'/<  of  the  authority's 
bond  offerings.  But  only  in  a  handful  of 
issues  has  Stephens  been  the  lead  man- 
ager— the  firm  that  makes  most  of  the 
money  in  an  underwriting.  "Clinton 
opened  the  market  up  and  made  them 
compete  for  the  business,"  says  James 
B.  Blair,  general  counsel  of  Tyson  Foods 
Inc.,  a  long-time  Stephens  client.  Even 
CEO  Stephens  admits:  "We've  lost  a  sig- 
nificant portion  of  state  business." 

But  despite  the  loss,  the  firm  has  con- 
tinued to  prosper.  It  originally  rose  to 
riches  and  prominence  by  backing  such 
local  success  stories  as  Wal-Mart  Stores, 
Tyson  Foods,  and  J.  B.  Hunt  Transport 
Services.  In  recent  years,  it  has  man- 
aged to  play  to  its  strength  of  personal- 
ized service  to  win  corporate  finance 
and  municipal  bond  business  well  be- 
yond Arkansas. 

'JAWS.'  Since  taking  the  top  job  in  1986, 
35-year-old  Warren  Stephens  has  opened 
small  investment  banking  offices  in  At- 
lanta, Dallas,  Houston,  San  Antonio,  and 
Kansas  City,  which  he  uses  to  prowl  for 
midsize  corporate  clients  and  public  fi- 
nance deals.  Since  the  firm  lacks  retail 
branches  of  its  own,  he  also  has  been 
offering  brokerage  services  through 
banks.  Some  240  banks  in  21  states,  in- 
cluding Wells  Fargo  &  Co.  and  Nations- 
Barik  Corp.,  now  turn  to  Stephens  for 
brokerage  clearing  and  support  services. 
And  he  is  hunting  for  new  niches,  too. 
His  latest:  handling  money  management, 
endorsements,  and  contract  negotiations 
for  professional  sports  figures. 

"We're  much  more  aggressive.  Be- 
fore, we  just  let  the  business  walk  in  the 
door,"  says  Alison  P.  Bisno,  Stephens' 
research  director.  The  firm's  revenues 
last  year  climbed  about  25/f,  to  $125  mil- 
lion (chart),  while  employment  has  more 
than  doubled,  to  535,  in  the  past  six 
years.  Better  yet,  claims  CEO  Stephens, 
pretax  profit  margins  remain  "signifi- 
cantly" above  15%,  vs.  an  average  12.2% 
for  other  regional  securities  firms. 

Not  bad.  But  Warren  Stephens  still 
has  a  long  way  to  go  to  fill  the  legend- 
ary shoes  of  his  father  and  of  his  uncle, 
Wilton  R.  "Witt"  Stephens,  who  died  in 
December.  From  humble  Arkansas  farm 
roots,  brothers  Jack  and  Witt — whose 
initials,  JAW.s,  became  their  nickname 
among  critics — built  a  fam- 
ily fortune  that  has  been  es- 
timated by  outsiders  at 
more  than  $1.7  billion  and  a 
network  of  contacts  that  in- 
cluded Arabian  princes  and 
American  Presidents.  At  one 
time,  the  two  brothers  held 
sway  as  kingmakers  in  Ar- 
kansas who  could  make  or 


STEPHENS'  STRONG 
AND  STEADY  GROWTH 


ANNUAL  REVENUES 
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break  governors  and  shape  legislation  to 
protect  their  interests. 

But  the  new  generation  at  Stephens 
Inc. — including  Witt's  three  children — 
knows  it  can't  count  on  back-room  deals. 
Warren  Stephens,  for  one,  has  tried  to 
develop  a  higher,  more  public  profile  for 
the  firm  to  help  dispel  the  public  suspi- 
cions about  wealth  and  power  in  populist 
Arkansas.  He  speaks  to  local  clubs,  has 
held  press  conferences  on  community  is- 
sues, and  even  hired  a  New  York  public 
relations  firm  for  Stephens  Inc.  To  fos- 
ter goodwill  in  the  company,  he  has  been 
known  to  personally  deliver  a  bottle  of 
champagne  to  an  employee's  home  to 
commend  a  job  well  done. 

Warren  says  the  firm  can  build  on  its 
reputation  for  "relationship"  banking, 
especially  with  small  to  midsize  compa- 
nies. "We  want  to  be  their  true  financial 
adviser  and  confidant,"  he  says,  con- 
trasting that  approach  to  Wall  Street's 
focus  on  transactions  and  fees. 

New  clients  seem  to  like  the  Stephens 
touch.  Benchmark  Electronics  Inc.  in 
Clute,  Tex.,  chose  Stephens  as  co-manag- 
er of  an  $18  million  equity  offering  in 
March  because  it  felt  "lost  in  the  shuf- 
fle" with  Kemper  Securities  Group  Inc., 
says  Executive  Vice-President  Steven  A. 
Barton.  The  promise  of  close  communi- 
cations with  Stephens'  Houston  office 
was  a  key  selling  point,  he  says.  Ste- 
phens also  has  co-managed  an  equity  of- 
fering for  Henley  International  Inc., 
near  Houston,  and  is  co-managing  an 
initial  public  offering  for  Taco  Cabana 
Inc.,  a  San  Antonio  restaurant  chain. 


While  other  regional  firms  .ji 
strong  relationships,  Stephennlia 
other  trump  card:  "Capital,  i-  ; . 
capital,"  says  Tony  Brooks,  i, 
director  of  Lehman  Brothers.  '  i 
phens'  capital  totaled  $129  millm 
end  of  1991,  ranking  it  a  nV 
among  U.  S.  investment  banks, 
vastly  understates  Stephens'  w 
al.  In  1986,  the  family  reorga 
holdings  primarily  for  tax  rea 
shifted  some  $500  million  out 
vestment  bank  and  into  a  fami 
ment  company.  "If  we  need  it 
able,"  says  CEO  Stephens.  Inde 
the  company  served  as  sole  a 
Tyson  Foods'  $1.5  billion  tak 
Holly  Farms  Corp.  in  1989,  the 
turned  to  the  family  investmen 
ny  to  guararitee  the  underwrit 
$100  million  stock  offering  n 
clinch  the  deal. 


i  he  banking  firm  rose  to  riches  and 
prominence  by  backing  such  local 
success  stories  as  Wal-Mart,  Tyson 
Foods,  and  J.B.  Hunt 


BIBLES  AND  BUCKLES.  Althougl' 

tains  the  title  of  chairman,  69|, 
Jack  Stephens  has  relinquishecj 
day  control.  Still,  his  connect 
golden.  A  lead  from  a  neighborl 
Palisades  Drive  in  Little  Rock  hf 
company  land  Phillips- Van  Heu.sa 
as  a  client.  Stephens  Inc.  ser\fc 
manager  in  its  $123  million  sioi, 
ing  in  April,  alongside  Goldman,  c 
Co.  and  Prudential  Securities  If. 
tacts  with  Chicago  dealmaker  ^. 
also  opened  the  door  for  Stei 
manage  the  $41  million  stock  of! 
the  Zell-controlled  Delta  Queen 
boat  Co. 

The  elder  Stephens,  an  Ai 
graduate,  is  a  quiet  and  intensely 
man.  When  he  divorced  his  seco 
Mary  Anne,  last  year,  he  succ( 
sealing  the  court  records.  A  kee 
gist,  he  complemented  brother 
master  salesman  who  once  pedc 
buckles  and  Bibles.  Now,  Jack 
most  of  his  time  on  family  inve 
and  in  his  new  role  as  chairmai 
Masters  Golf  Tournament  and 
gusta  National  Golf  Club. 

One  thing  Jack  Stephens  isn 
this  year — at  least  not  in  public— 
ing  the  bushes  for  George  Busl 
did  in  the  past.  A  Reagan  Republ 
says  he's  "apolitical"  this  year.  I 
But  the  real  reason  for  his  fence 
suggest  some  friends,  is  that  it  w 
awkward  for  him  to  suppor 
against  the  hometow 
ite.  If  Clinton  loses  t 
he's  still  the  govert 
wields  considerable 
Political  preferences 
portant  to  the  Stepht 
they  don't  get  in  the 
business. 

By  Wendy  Zellner  i 
Rock 
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Washms^ton.D.C:  72%  of  WordPerfect 
users  found  Microsoft 
Word  for  Windows  easier  to  learn. 


Dallas:  88%  ofWordPcrfect  users  preferred  Microsoft  Los  Angeles:  72%  of  Word  I  i  rh  i  /  /oi  rs.  if  girt  n  a  choice,  ii 

Word  for  Windows  over  WordPerfect  for  Windows.  Microsoft  Word  for  Windows  over  WordPerfect  for  Win 

The  1992  Coasli 


The  1992  Word  Challenge  is  over. 

And  as  you  can  see,  the  results 
speak  for  themselves.  WordPerfect  for 
DOS  users  all  over  the  country  prefer  Word 
for  Windows "  for  everyday  word  proces- 
sing tasks.  Over  the  past  two  months,  the 
National  Software  Testing  Labs  \dsited  10 
different  cities  to  ask  WordPerfect  users 
to  compare  WordPerfect  for  Windows  and 


Microsoft  Word  for  Windows  side-by-si 
WordPerfect  users  were  amazed  at  ho 
Word  put  them  one  step  away  from  acc^ 
plishing  everyday  word  processing  ta 
with,  in  many  instances,  one  simple  cl  t 
of  the  mouse.  They  found  it  that  easy. 

The  tour  was  not  only  flin,  but  it  ,s 
initely  confirmed  two  very  strong  hunc^ 
we've  had  for  some  time.  One,  WordPer;( 


'Offer  f^Dod  for  cumnt  in  <ni((>\  o/  Wnnll'rr/erl.  MulfiMaU\  WordStar!^  MS*  WmJ  for  MS-DOS'^  and  DtsplayWnte*  Please  alU>w'J4  weeks  for  delivery  upon  rixeipt  uf  order  by  Microsoft.  Offer  expms  9/:iO/^2  Limit  nm  per  <  ustanur  Reseller  prkei'^ 
Corporation.  All  rights  re'.erved.  Printed  in  the  USA-  Microsoft  is  a  registered  trademark  and  Windows  is  a  trademark  of  Microsoft  Corporation.  WordPerfect  is  a  registered  trademark  ofWordt^rfect  Corp. 


r  Mcrosoft  Word  for 
bat  state  they're  in. 


Chicago:  hS"ti  iil  Whiill'crh'd  Ksrfi.  iff^ivrn 
a  I  hull  i;  iri'idd  buy  Mi(  rosoft  Whnl  fiir 
Wunluws  over  WonlFcrfcct for  Windows. 


St.  Louis:  71%  of  WordPerfect  users 
preferred  Microsoft  Word  for  Windows  over 
WordPerfect  for  Windows. 


•e  City:  76%  of  WordPerfect  users 

deferred  Microsoft  Word 

ws  over  WordPerfect  for  Windows. 


Minneapolis:  88%  of  WordPerfect 

users  felt  timt  Microsoft  Word 
for  Windows  was  tfw  easiest  to  use. 
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Atlanta:  74%  »/  WordPcrtcct  users  felt  tliat 
Microsoft  Word  for  Windows  was  the  easiest  to  use. 


New  York:  80%  of  WordPerfect  users 
think  that  Microsoft 
Word  for  Windoivs  is  easier  to  use. 


St  Word  Challenge. 


5  prefer  Word  for  Windows  for  every- 
vord  processing  tasks.  And  two,  air- 
5  sell  some  very  tacky  souvenirs. 

But  you  can  see  for  yourself.  Sim- 
all  us  for  a  free  "Word  Challenge  Kit." 
ided  is  a  videocassette  highlighting 
ctual  test,  and  interviews  with 
IPerfect  users  who  took  the  challenge, 
in  the  kit  are  the  files  you  need  to  test 


Word  on  your  own.  Call  (800)  323-3577, 
Department  HD2.  We  think  once  you  get  a 
chance  to  judge  for  yourself,  you'll  no 
doubt  want  to  take  advantage  of  our  special 
$129  upgrade  offer* 

No  matter  what  state  you're  in. 

Microsoft 

Making  it  easier 
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Commentarv/by  Dean  Foust 


THEY'RE  BEAN  COUNTERS,  NOT  GUMSHOES 


Soon  after  Phar-Mor  Inc.  accused 
two  of  its  executives  in  early  Au- 
gust of  embezzling  at  least  $10 
million  from  the  drugstore  chain,  Chief 
Executive  David  S.  Shapira  made  sure 
no  one  would  mistake  him  for  Harry 
Truman:  He  blamed  the  retailers'  out- 
side auditors,  Coopers  &  Lybrand,  for 
failing  to  detect  phony  financial  led- 
gers and  sued  the  firm.  Never  mind 
that  Shapira  himself  caught  on  only 
after  receiving  a  tip. 

For  the  accounting  profession,  law- 
suits such  as  Phar-Mor's  are 
becoming  increasingly  com- 
mon. As  investors  and  tax- 
payers search  for  scapegoats 
in  the  wake  of  financial  de- 
bacles, the  Big  Six  account- 
ing firms  have  come  under 
siege.  Last  year,  they  spent 
nearly  $480  million  to  defend 
and  settle  lawsuits  charging 
them  with  shoddy  accounting 
work — roughly  97"  of  their 
domestic  audit  revenues. 

Some  of  those  judgments 
may  be  defensible  when  au- 
ditors perform  negligently. 
Yet  unfortunately,  the  pub- 
lic, in  its  never-ending  quest 
for  fail-safe  investments,  is 
coming  to  expect  too  much 
from  accountants.  They 
aren't,  shouldn't  be,  and  real- 
ly can't  be  prosecutors  look- 
ing to  root  out  all  fraud  and 
corruption.  Their  formal  role 
is  much  more  limited:  They  are  hired 
by  management  to  examine  a  compa- 
ny's books  and  records  to  determine 
whether  management's  financial  state- 
ments abide  by  generally  accepted  ac- 
counting standards. 
'SAVE  ME.'  By  necessity,  auditors  rely 
mainly  on  information  furnished  by 
management.  They  typically  visit  com- 
pany facilities,  check  samples  of  inven- 
tories, and  assess  a  company's  internal 
controls.  They  make  sure  depreciation 
schedules  are  appropriate  and  the 
arithmetic  is  correct.  They  see  them- 
selves as  an  ally  of  management,  not 
its  adversary.  It's  easy  to  see  why: 
Management  pays  their  fee. 

If  corporate  executives  are  deter- 
mined to  cook  the  books  to  perpetrate 
some  deceptive  scheme  that,  say,  shut- 
tles inventory  between  warehouses,  ac- 
countants say  they  can't  always  detect 


it.  To  avoid  disrupting  a  company's  op- 
erations, they  usually  schedule  such 
functions  as  inventory  checks  in  ad- 
vance with  management's  cooperation. 

Auditors  can't  be  expected  to  check 
out  every  slip  of  paper  and  trace  the 
flow  of  a  company's  every  penny.  That 
would  be  too  time-consuming  and  ex- 
pensive for  executives  to  tolerate.  "As 
an  auditor,  you  don't  make  huge  de- 
mands of  management — that  is,  if  you 
expect  to  be  the  auditor  next  year," 
says  Howard  Schilit,  an  accounting 


professor  at  the  American  University. 

In  the  case  of  Phar-Mor,  Coopers  & 
Lybrand  says  it  was  intentionally  mis- 
led by  company  executives.  Specifical- 
ly, Coopers  claims  Phar-Mor  executives 
altered  financial  statements.  By  blam- 
ing the  accounting  firm,  "they're  say- 
ing, 'Save  me  from  myself,'  "  says  Har- 
ris J.  Amhowitz,  general  counsel  for 
Coopers  &  Lybrand,  which  is  counter- 
suing  Phar-Mor. 

This  is  not  to  say  that  accountants 
should  be  excused  for  failing  to  spot 


If  corporate  executives  are 

determined  to  cook  the 
books,  accountants  say  they 
can't  always  detect  it 


blatant  finagling  or  for  gross  r 
gence,  such  as  ignoring  obvious  ii 
sistencies  and  omissions  in  financi; 
cords.  When  auditors  find  fraud, 
should  be  required  by  law  to  disck 
to  the  appropriate  authorities.  Unf 
nately,  accountants  have  often  bee 
luctant  to  speak  up.  At  tinries,  th 
even  covered  up  fraud.  As  they  s 
nothing  is  to  be  gained  by  treatin 
ents  like  enemies. 
EASY  PREY.  What's  more,  aud 
don't  usually  make  good  deteci 
According  to  a  psycholo 
study  of  1,500  certified 
lie  accountants  by  Ba 
College  professor  Larry 
emon,  accountants  ten 
focus  on  following  rul^ 
lack  the  intuitive  skil 
judge  the  character  of' 
clients'  executives.  Tha 
make  accountants  easy 
to  hoodwinking. 

Despite  these  limits  I 
role  and  competence  o 
countants,  many  inve 
persist  in  regarding  an 
tor's  unqualified  opinio 
the  equivalent  of  a 
Housekeeping  Seal  of 
proval  against  fraud 
mismanagement.  And  s 
times  the  courts  do  like 
U.  S.  District  Judge  St 
Sporkin,  in  a  case  invc 
former    thrift  exec' 
Charles   H.  Keating 
a  responsive  chord  whe 
'Where  were  the  profess! 
. . .  when  these  clearly  improper  < 
actions  were  being  consummated' 
For  all  its  flaws,  there  may  1; 
better  alternative  to  the  private 
tem.  The  dismal  track  record  of 
ernment  thrift  examiners  during 
1980s  suggests  that  nationalizint'i 
profession  would  be  no  panace 
more  prudent  approach  is  that  o 
California  Supreme  Court.  On  Au 
it  threw  out  a  suit  by  investors  i 
borne  Computer  Corp.  and  ruled 
only  an  accounting  firm's  client 
sue  for  a  negligent  audit.  More  C|i' 
need  to  scale  back  shareholders'  e»e 
tations — and  access  to  auditors'  it 
pockets.  They  should  put  the  foe  ' 
legal  assaults  on  corporate  wrong 
where  it  usually  belongs:  on  man:; 
who  fall  down  on  the  job. 


struck 
asked. 
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One  of  these  proposals  will  be  left  in  the  dust. 


You've  spent  months  on  a  proposal, 
complete  with  text,  photos  and  computer 
generated  material.  With  a  Canon  Color 
Laser  Copier,  you  can  be  sure  your  work 
will  go  the  distance. 
That's  because  with  a  Canon  Color  Laser  Copier  you 
produce  the  world's  best  digital  color  copies  and  trans- 
"ncies.  You  can  even  reduce  or  enlarge  images 
'resent  them  in  the  exact  size  vou  want. 


Plus,  with  optional  equipment,  the  text  and  color 
images  you  generate  on  your  personal  computer  can  be 
printed  with  unsurpassed  quality 

Canon  Color  Laser 
Copiers.  If  you  think  you 
can't  afford  one,  maybe 
vou  can't  afford  to  be 

Cation 


COLOR  LASER  COPIERS 


For  information,  call  1-800-OK-CANON. 


BY  GENE  G.  MARCIAL 


PENNZOIL  MAY  BE 
DRILLING  FOR  A 
SWAP  WITH  CHEVRON 


After  declining  for  about  two 
years,  Pennzoil  shares  are  sud- 
denly on  the  rise.  In  part,  the 
stock  is  being  buoyed  by  rising  oil  and 
gas  prices  and  concern  over  the  short- 
term  disruption  of  supplies  triggered 
by  Hurricane  Andrew.  But  there's 
more  to  the  Pennzoil  story  than  that. 

Whispers  are  that  a  deal  is  in  the 
making  between  Pennzoil  and  Chevron 
over  Pennzoil's  9.7'/?  stake  in  Chevron, 
the  major  international  petroleum  com- 
pany. One  money  manager  who  is  close 
to  some  insiders  in  both  companies  is 
convinced  that  Pennzoil,  a  diversified 
oil-and-gas-exploration  company,  will 
swap  the  32,944,100  shares  of  Chevron 
that  it  owns  for  certain  oil-and-gas-pro- 
ducing  Chevron  properties. 

This  pro  says  informal  talks  have 
taken  place  between  key  executives  at 
Chevron  and  Pennzoil  and  that  some 
Pennzoil  people  have  had  a  couple  of 
meetings  with  the  Internal  Revenue 
Service  to  discuss  the  tax  implications 
of  such  a  stock-for-property  trade.  It 
couldn't  be  determined  which  proper- 
ties will  be  involved  should  there  be  a 
trade.  Pennzoil  declined  comment  and  a 
Chevron  spokesman  didn't  return  calls. 
TAX  LOOPHOLE.  The  reason  Pennzoil 
needs  to  swap  its  Chevron  shares  is  to 
avoid  paying  a  huge  tax  bill  that  could 
hit  at  least  $1  billion. 

Here's  why:  Pennzoil  bought  the 
Chevron  shares  in  1988  for  $2.2  billion, 
after  it  had  won  a  $3  billion  settlement 
from  Texaco  in  the  Pennzoil-Texaco  le- 
gal battle  over  Getty  Oil.  Those  shares 
now  have  a  market  value  of  more  than 
$2.4  billion,  and  Pennzoil  might  well 
have  to  pay  taxes  on  the  entire  sum. 
Pennzoil  already  had  to  pay  taxes  on 
$800  million,  the  difference  between 
the  $3  billion  it  won  and  the  $2.2  billion 
it  invested  in  Chevron.  "Normally, 
monies  received  as  a  result  of  success- 
ful litigation  are  fully  taxable,"  notes 
tax  analyst  Robert  Willens  of  Shearson 
Lehman  Brothers.  But  in  this  case,  a 
Texas  court  had  ruled  that  Pennzoil 
was  the  victim  of  a  property  "theft," 
and  as  such  Pennzoil  could  avoid  pay- 
ing a  tax  if  it  invested  the  money  in 
property  "substantially  similar  or  relat- 
ed in  service  or  use,"  explains  Willens. 

By  buying  into  Chevron,  Pennzoil 
claims  it  has  fulfilled  the  "substantially 


PENNZOIL:  PICKING 
UP  STEAM  AGAIN 


DATA:  BRIDGE  INFORWATION  SYSItMS  INC. 


similar"  requirement.  But  the  IRS  may 
disagree,  by  contending  that  the  Chev- 
ron shares  aren't  "substantially  similar 
or  related  in  service  or  use"  to  what 
was  taken — and  Pennzoil  could  end  up 
paying  through  the  nose.  So  the  swap 
with  Chevron  for  actual  properties 
may  be  the  easy  way  out  for  Pennzoil. 

One  New  York  investment  manager 
estimates  that  such  a  swap  could  boost 
Pennzoil's  cash  flow  from  $6  to  $10  a 
share  and  send  the  stock  back  to  its  old 
high  of  75  from  the  current  53.  For 
Chevron,  he  adds,  it's  a  golden  oppor- 
tunity to  get  rid  of  Pennzoil — and  the 
$80  million  in  dividends  that  it  pays  on 
Pennzoil's  stake. 


THIS  PLAY  COULD  BE 
MAN'S  BEST  FRIEND 


Veterinary  Centers  of  America 
has  been,  well,  a  dog  all  year, 
tumbling  50%,  from  6V4  a  share 
in  March  to  'SV4  on  Sept.  1.  The  reason: 
Although  the  company  is  the  nation's 
largest  provider  of  comprehensive 
health  care  services  for  animals  with 
its  14  veterinary  hospitals,  earnings  so 
far  this  year  have  failed  to  keep  up 
with  analysts'  expectations.  So  why 
have  some  pros  started  buying  in? 

At  its  depressed  levels,  the  company 
is  "quite  vulnerable  to  a  takeover  by  a 
major  pharmaceutical  or  pet-food  com- 
pany, which  may  wish  to  get  into  the 
veterinary  business,"  says  one  Califor- 
nia money  manager.  Chairman  Bob 
Antin  said  the  company  may  ultimately 
do  a  joint  venture  on  pet-food  products 
with  a  large  company.  But,  he  adds, 
the  company  is  not  up  for  sale. 
But  analyst  Peter  Mintz  of  Jo- 


sephthal,  Lyon  &  Ross  thinks  tk 
erinary  Centers  is  a  good  bi.' 
without  the  allure  of  a  takeo^ 
figures  the  stock  is  worth  8  a 
based  on  its  earnings  potential 

"Vet  Centers  is  the  only  pla 
booming  $5  billion  veterinary  4 
industry,"  Mintz  says.  The  co^ 
potential  to  resume  its  fastj 
speed  is  still  very  much  intact,  a 
Earnings  so  far  this  year  havts 
because  the  company's  acqi 
have  stalled  as  it  became  "m^ 
dent"  in  its  search,  says  Mintz  . 
expects  more  buys  this  year  ai 

Mintz  sees  revenues  hitting 
lion  this  year  and  $45  million 
and  earnings  per  share  risinjjjt 
this  year  and  45(t  next  year,  i 


A  WIN-WIN 
CASE  FOR  FUQUA1 


After  posting  a  loss  last  i 
cause  of  some  major  wi< 
Fuqua  Industries,  once 
conglomerate,  is  expected  to  bei 
the  black  this  year.  Yet  its  ;( 
down  from  17  in  March  to  ) 
Street's  worry  has  to  do  with  r 
company,  Intermark,  which  isD 
verge  of  filing  a  prearranged  1 
11  reorganization.  The  problen 
mark  owns  26.25-'^  of  Fuqua. 

Intermark  owes  Fuqua  $32  r 
for  which  the  26. 29'  stake  was  s 
collateral.  The  loan  is  alread} 
fault,  and  Fuqua  has  given  In 
until  Sept.  29  to  settle  the  mai 
But  some  pros  see  the  situat 
big  plus  for  Fuqua  and  have  bt  1 
ing  in.  They  insist  that  Intermr 
have  to  sell  the  stock  to  pay 
loan.  "However  you  slice  it,  th 
sale  of  the  block  to  interestedp 
will  only  enhance  the  attractioK 
qua,"  says  one  New  York  fundr 
er.  He  claims  that  it  puts  Fuqu;ij 
as  a  takeover  target.  The  c(r 
which  has  just  completed  a  n  j 
structuring,  now  has  three  bus-i 
film  processing  (a  joint  ventue 
Eastman  Kodak),  lawn  and  i 
equipment,  and  sporting  goods 
Intermark  is  holding  talks  i 
creditors  to  decide  what  to  do! 
has  the  right  of  first  refusab 
26'a  stake,  so  Intermark's  ce 
will  have  to  get  Fuqua's  coopeit 
dealing  with  the  large  block  c 
One  Fuqua  insider  says  In;) 
bondholders  may  seek  posse;ii 
the  stock.  To  do  this,  they  woiiii 
to  first  pay  the  $32  million  th; 
mark  owes  Fuqua — a  plus  for'i 
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WHO 

Knows    Money  Management 


BETTER  THAN 


THE     NAME  THAT 
inspired  it. 


i  > 

f  1830  Judge  SAMUEL  PUTNAM,  presiding  in  the  Massachusetts  SUPREME  COURT,  created  the  GUIDING  J 
INCIPLE  for  professional  MONEY  MANAGEMENT.  His  PRUDENT  MAN  RULE  states  that  when  managing 
lient's  INVESTMENTS  one  should  be  PRUDENT,  and  treat  THEM  as  SAFELY  as  if  they  were  ONE'S  OWN. 
1937,  INSPIRED  by  this  INHERITANCE,  his  great-great-grandson  FOUNDED  our  COMPANY.  Since  then 
ve  been  THRIVING,  INNOVATING  and  LIVING  by  the  wise  judge's  RULE.  And  with  more  than  $50  billion 
FIXED  INCOME  and  EQUITIES,  it's  a  heritage  our  CLIENTS  continue  to  BENEFIT  FROM  today. 


4^  Putnam 


A     TIME-HONORED  TRADITION 
IN     MONEY  MANAGEMENT 


The  Putnam    Companies      One  Post    Office  Square,    Boston    MA  02  109. 


nformation  ProcessiiT 


COMPUTER  SERVICES  I 


PRODIGY  INSTALLS 
A  NEW  PROGRAM 


It's  paring  costs  and  offering  premium  services  to  boost  revenues 


Karen  and  Brad  Perkins  seem  like 
ideal  customers  for  an  on-line  in- 
formation service.  They're  subur- 
ban knowledge  workers:  She's  a  patent 
lawyer;  he  heads  a  high-tech  startup. 
Both  have  an  insatiable  appetite  for  all 
kinds  of  information,  and  they  log  on  to 
check  stock  quotes,  get  science  news, 
and  consult  an  elec- 
tronic encyclopedia 
when  their  six-year-old 
son  blurts  out  a  tough 
question. 

But  customers  such 
as  the  Perkinses  have 
been  a  vexing  problem 
for  Prodigy  Services 
Co.,  which  operates  the 
nation's  most  popular 
on-line  service.  Why? 
Prodigy  says  the 
$12.95 'that  the  Per- 
kinses pay  each  month 
doesn't  cover  the  costs 
of  delivering  service  to 
them.  So  Prodigy 
counts  on  advertising 
revenues  for  goods  and 
services  sold  on  Prodi- 
gy— as  well  as  commis- 
sions from  those  trans- 
actions— to  make  up 
the  shortfall.  But  even 
though  Prodigy  vendors  sell  everything 
from  airline  tickets  to  designer  jeans, 
the  Perkinses  haven't  bought  a  thing  in 
the  nine  months  since  signing  up.  Says 
Karen:  "I'm  sure  I'm  on  their  bad-con- 
sumer list." 

EXPANDED  MENU.  With  too  many  "bad" 
consumers  among  its  1.75  million  mem- 
bers, the  White  Plains  (N.  Y.)  company 
is  revamping  its  business  model.  Prodi- 
gy, a  joint  venture  of  IBM  and  Sears, 
Roebuck  &  Co.,  has  nearly  half  of  the 
$500  million  annual  market  for  consumer 
on-line  information  services,  but  it's  still 
losing  money — despite  the  estimated  $1 
billion  investment  its  parents  have  made 
since  1984.  By  contrast.  No.  2  Compu- 
Serve, a  unit  of  H&R  Block  Inc.,  has 
about  1  million  subscribers  and  has  been 
profitable  since  1981.  To  meet  its  own 
deadline  of  profitability  by  the  "early 
1990s,"  Prodigy  must  change  its  ways. 


Thus,  a  new  Prodigy  is  emerging.  It 
should  come  into  sharper  focus  on  Sept. 
10,  when  the  company  is  set  to  unveil  a 
slew  of  new  features  (table).  Instead  of 
simply  charging  one  low  price  for  the 
basic  service  and  hoping  to  make  up  the 
difference  with  ads  and  commissions, 
Prodigy  is  adding  extra-cost  options, 
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PRODIGY'S  NEW  LOOK 
AND  FEATURES 


FASTER  GRAPHICS  9,600-baud  modems 
speed  things  up — for  an  extra  fee  . 


OFF-LIHE  EDITING  By  letting  users  send 
prewritten  electronic  mail,  Prodigy  should 
cut  its  telecommunications  costs 


BUILETIN  BOARDS  Subscribers  will  be 
offered  more  choices  of  topics  ^ 


ASK  THE  CANDIDATES  Bush  and  Clinton 
campaigns  have  agreed  to  field  questions « 


EASIER  INTERFACE  New  commands 
should  make  it  easier  to  find  features  that 
members  commonly  overlook' 


INVESTOR  SERVICES  New  financial  data 
bases  and  services  expand  one  of  the 
most  popular  parts  of  Prodigy 


DATA:  PRODIGY  SERVICES  CO.,  BW 


similar  to  a  cable-TV  company's  pi(i 
channels.  New  premium  services  i 
action  games  for  kids  and  the  abi 
download  public-domain  software, 
for  an  extra  fee,  customers  wil 
have  the  option  of  using  9,600-bai 
dems  to  speed  up  Prodigy's  on- 
graphics,  which  many  consumer 
change  too  slowly. 
CARTOON  CLOTHES.  In  addition  to 
ing  revenue,  the  new  premium  S( 
may  help  fend  off  growing  compi 
Rivals  such  as  Sierra  Network, 
specializes  in  games,  and  Ameri 
line  Inc.,  which  caters  to  specifi 
kets  (page  100),  are  carving  out 
able    niches.    They    have  ] 
unintended  help  from  Prodigy, 
has  spent  about  $50  million  in  ad 
ing  and  promotions  since  1990 
ordinary  consuni 
log  on. 

Still,  Prodigy 
turned  enough 
into  electronic 
pers.  One  reason 
igy  displays  ca 
like  graphics, 
photographic  ima 
merchandise, 
not  a  problem  if 
selling  a  mutual 
but  "people  won 
a  designer  dres 
way,"  says  Jerry 
linger,  business 
opment  manag( 
Spiegel  Inc.,  or 
line  merchant. 

In  time,  new  t6 
ogy  should  "opi 
the  market"  for 
active  home  she 
says    David  'i* 
Prodigy's  direct 
business  development.  Waks  is  t 
new  ways  to  enhance  Prodigy  wit 
tos,  video,  and  sound.  One  possibil 
says,  is  to  transmit  the  service  to  " 
sion  sets  rather  than  to  PCs,  usinj: 
active  cable  systems.  Another  ide;; 
mail  members  CD-ROM  disks  that 
store  handsome  electronic  catalog 'B 
neither  technology  will  be  in  wide:'t 
use  anytime  soon,  Waks  notes. 

In  the  meantime.  Prodigy  is  elini 
ing  many  of  its  on-line  merchan^fJ 
Instead  of  having  dozens  of  retail*  ' 
ing  a  little  business,  says  Geoff; 
Moore,  Prodigy's  director  of  mark'! 
grams,  "it's  better  for  us  to  he 
smaller  number  of  happy  ret;ii' 
Spiegel  says  it's  staying  because  'a 
tent  with  the  business  it  does 
sheets,  towels,  and  such.  Amon  tl 
merchants  that  have  already  le 
Contact  Lens  Supply,  Sharon  Lu}^ 


INFORMATION  PR'?^ 


'S  AMAZING  WHAT  AMEBICAHS 
LL  GO  THROUGH  TO  OWN  A  HOME. 


sh  hour.  Red  lights.  Road 
ds.  O^^st  Americans 
lling  to  make  sacrifices  in 
to  own  a  home.  Given  a 
,  they'll  commute  an  hour 
ire  to  a  home  they  can 
I  to  own  rather  than  rent 
to  work.  That's  what  we 
out  at  Fannie  Mae,  after 
cting  a  landmark  National 


ng  Survey.  M  the  1,500 
e  we  polled,  the  over- 
ling majority  were  willing 
ke  major  tradeoffs  to 
ve  homeownership.  By  a 
0  one  margin,  they'd  rather 
home  than  retire  10  years 
and  by  a  greater  than  two 
margin,  they're  willing  to 
second  job  if  that's  what  it 


takes  to  buy  a  home.(3^^itionally 

by  a  three  to  one  margin,  Americans 
believe  lack  of  affordable  housing 


s  is  one  of  the  two  or  three  most 


serious  problems  facing  the  U.S. 
(S^Fannie  Mae,  we're  working 
to  help  solve  the  problem.  We 


purchase 


loans  from  a  nationwide  network 
of  about  3,000  lenders,  replen- 
ishing their  mortgage  funds  so 
they  can  lend  to  more  home 
buyers  in  their  communities. 
O^r  a  free  copy  of  our  survey 
results,  or  to  find  out  more  about 
our  innovative  ways  of  making 
housing  more  affordable,  call 
1  -800-688-HOME  toll-free. 

SHOWING  AMERICA 
A  NEW  WAY  HOME. 


er  1,600  government 


agencies  agree  on 
our  information  solutions. 

We'd  call  that 
a  stamp  of  approval. 


om  city  halls  to  the  corridors 
lal  power,  government  agen- 
jughout  the  world  rely  on 
)  make  the  business  of  state, 
,he  art. 

e're  the  number  one  provider 
nation  solutions  to  the  U.S. 
;ent.  Our  systems  play  major 
,he  Departments  of  Treasury, 
36,  and  Housing  and  Urban 
nent,  all  the  armed  services, 
e.  In  each  of  America's  50 
i  institutions  worldwide  from 
ss  Foreign  Ministry  to  Mex- 
cretaria  de  Hacienda,  the 
-critical  work  of  govern- 
entrusted  to  the  advanced 

Corporation 


solutions  of  Unisys. 

A  distributed  network  of 
Unisys  workstations  helps  the 
state  of  Alabama  operate  a  child 
support  program  hailed  as  one  of  the 
most  sophisticated  anywhere.  With 
Unisys  solutions,  Detroit's  public 
safety  system  became  the  first  to 
integrate  emergency  911,  automatic 
vehicle  locator,  and  computer-aided 
dispatch. 

In  the  battle  against  drug 
abuse,  Unisys  solutions  help  the  U.S. 

UNISYS 

We  make  it  happen. 


Coast  Guard  conduct  drug  interdic- 
tion operations.  And  state  and  local 
law  enforcement  agencies  call  on  our 
drug  enforcement  systems  for  front- 
line answers  to  front-burner  prob- 
lems. It's  all  part  of  our  longtime 
expertise  at  understanding  the 
unique  needs  of  the  public  sector  and 
applying  the  technology  uniquely 
suited  to  address  those  needs. 

Whether  your  business  is  gov- 
ernment or  commerce,  call  us  at 
1-800-448-1424,  ext.  169.  Ask  how  we 
can  help  you  make  an  impression 
on  your  public-as  we're  already 
helping  60,000  forward-looking  cus- 
tomers make  impressions  on  theirs. 


nformation  Processin 


FOR  AMERICA  ONLINE,  NOTHING  IS 
AS  NICE  AS  A  NICHE 


While  Prodigy  has  spent  an  es- 
timated $1  billion  to  create  a 
mass  market  for  on-line  in- 
formation services,  tiny  America  On- 
line Inc.  has  created  a  profitable  busi- 
ness by  mining  niches.  "The  others  are 
like  Time  magazine  or  USA  Today," 
says  President  Stephen  M.  Case,  Amer- 
ica Online's  co-founder.  "We  see  our- 
selves as  a  series  of  specialized  maga- 
zines catering  to  specific  interests." 

For  instance,  when  the  Vienna  (Va.) 
company  wanted  to  expand  into  Chica- 
go last  year,  it  hooked  up  with  Tribune 
Co.,  owner  of  the  Chicago  Tribune. 
Using  stories  from  the 
paper,  America  Online 
created  a  local  news- 
and-information  service 
customized  for  the 
Windy  City.  Now,  thou- 
sands of  Chicagoans 
log  on  to  talk  about  lo- 
cal sports  teams,  poli- 
tics, and  other  issues. 
Tribune  Co.  also 
bought  9.57'  of  Ameri- 
ca Online  for  $5  million. 

That  investment  has 
already  paid  off.  In 
March,  America  Online 
went  public.  Since  then, 
its  stock  has  shot  up 
about  227,  to  around 
14.  That's  partly  be- 
cause of  a  rosy  outlook: 
In  the  year  ending  next 
June  30,  analysts  ex- 
pect earnings  to  jump 
567,  to  $3.4  million,  on 
revenues  of  $36  million, 
a  rise  of  407  . 

Unlike  Prodigy,  America  Online  be- 
came profitable  just  two  years  after  its 
launch.  Originally  known  as  Quantum 
Computer  Services,  the  company  start- 
ed with  a  service  called  Q-Link  for  us- 
ers of  Commodore  computers. 
METERED  SERVICE.  Case  then  gradually 
added  services  for  owners  of  other 
computer  brands,  including  Apple  Mac- 
intoshes and  IBM  PC  clones.  With  only 
$2  million  in  venture  capital,  he  had  to 
move  more  cautiously  than  deep-pock- 
eted competitors  such  as  Prodigy  Ser- 
vices, CompuServe,  or  Genie,  which  is 
operated  by  a  division  of  General  Elec- 
tric Co. 

Last  year,  the  comjjany  changed  its 
name  to  America  Online  and  began 


consolidating  its  separate  services. 
Since  then,  aggressive  marketing  has 
helped  double  the  number  of  subscrib- 
ers, to  180,000.  The  service  operates 
largely  on  a  pay-as-you-go  model:  $7.95 
a  month  for  the  first  two  hours  and  10$ 
a  minute  after  that. 

Deals  are  now  key  to  America  On- 
line's growth.  One  of  its  best  has  been 
with  SeniorNet,  a  group  that  encour- 
ages older  consumers  to  use  comput- 
ers. SeniorNet  promotes  America  On- 
line to  its  5,000  members,  collecting  a 
sales  commission  for  each  member 
who  signs  up.  In  return,  America  On- 


CASE:  IT'S  LIKE  "MAGAZINES  CATERING  TO  SPECIFIC  INTERESTS' 


line  has  added  special  services  for  old- 
er subscribers,  including  bulletin 
boards  with  news  and  information  on 
special  topics,  such  as  health  care  and 
sex  over  50. 

With  its  niche  strategy,  America  On- 
line will  probably  never  catch  up  in  size 
with  Prodigy  or  CompuServe.  But  its 
market-building  approach  has  endless 
possibilities.  It's  already  working  with 
Tribune  Co.  to  customize  its  service  in 
parts  of  Florida  where  Tribune  owns 
papers.  Eventually,  all  those  parts  may 
add  up  to  an  impressive  whole.  Al- 
ready, America  Online's  little  niches 
deliver  more  profits  than  Prodigy's 
mass-market  push. 

Bij  Mark  Lcivt/n  in  Washington 


and  Buick,  which  had  offered  broci 
In  general,  says  Moore,  successful] 
igy  merchants  sell  known  entities 
as  magazine  subscriptions  or  coj 
disks. 

Dropping  marginal  merchants  ; 
one  cost-cutting  move.  Another  in 
telecommunications,  where  Prod 
the  victim  of  its  own  success.  . 
marketing  effort  has  lured  mor 
more  customers,  the  phone  bill  ha 
rocketed.  Customers,  who  only  paj 
local  phone  call,  sit  around  for 
writing  electronic  messages  to  eac 
er.  But  Prodigy  pays  the  long-di 
costs  from  local  "nodes"  to  its  Yoi 
(N.  Y.)  data  center.  Says  Moore 
didn't  anticipate  such  an  explos 
communications." 
MESSAGE  MANIA.  But  an  explosio: 
got.  Each  day.  Prodigy's  member 
send  out  about  65,000  private  elec 
mail  notes  and  post  an  average  of 
messages  to  bulletin  boards.  Mc 
have  unlimited  access  to  bulletin  i 
dealing  with  every  topic  from  o 
tips  to  the  TV  show  Northern  Exji 
One  current  hot  subject  is  the  Pn 
tial  race.  Both  the  Bush  and  ( 
campaigns  are  using  Prodigy  t( 
questions  and  gripes  from  voters 
than  10,000  members  wrote  notes 
a  few  days  after  President  Bush's 
ment  on  the  economy  was  posi 
Aug.  26. 

To  reduce  its  telecommunic 
costs,  Prodigy  will  be  encouragin 
scribers  to  write  and  edit  their  m( 
and  memos  before  logging  on.  Pi 
ly,  you  had  to  be  on-line  whi 
wrote.  If  enough  members  coo 
Prodigy  may  be  able  to  put  off ; 
expansion  of  its  already  massive, 
wide  network.  Big  capital  proje( 
getting  harder  to  fund  because  II 
Sears  have  been  cutting  their  anr 
vestment  in  Prodigy  since  1990. 

On  the  revenue  side,  there  are  ]  i' 
signs.  On-line  enthusiasts,  it  seer 
willing  to  pay  for  additional  pri: 
services.  The  Perkins  ^amily,  1' 
stance,  thinks  nothir  of  runni: 
monthly  bills  of  $45  to  $85  for  inn 
tion  services.  Most  of  t'  I  mone}ii 
ever,  doesn't  go  to  Prodigy,  but  ;n 
CompuServe,  which  the  Perkins*  a 
use.  CompuServe  has  a  $7.95  rut 
fee  but  charges  for  lots  of  extra:- 
though  they  use  Prodigy  more  i 
Karen  and  Brad  turn  to  CompuSi/e 
send  electronic  mail  Internationa  ' 
to  download  software. 

Now,  those  premium  featun 
available  on  Prodigy.  That  coulcK 
the  Perkins  family  good  Prodigy 
ers  yet — and  might  even  pave  tl  * 
to  profits. 

By  Evan  I.  Schwartz  in  Ne^^ 
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INFORMATION  Pf-£' 


Lots  of  mice  feel  good,  but  until  you've  tried  MouseMon-the  world's  first  right  handed,  left  handed,  and  cordless 
mice-you  won't  know  how  much  better  a  mouse  can  feel.  In  a  survey  of  2,000  experienced  mice  users,  77%  agree, 
MouseMan  feels  better  than  anything  they've  laid  their  hands  on.  At  computer  dealers  everywhere,  1-800-231-7717 


Right  ond  left  honded  coided  versions  &  right  horded  cordless  for  IBM-lype  PCs,  tight  honded  raided  veisions  for  JAACs 
®/  ™  ttodemorks  belong  to  registered  owneis  GSA  oppioved 


TheTn^hiha  T3XVSL 


lili  I 


When  you  dedicate  yourself  to  making  portable  computers,  you  start  to  realize  how  far  they  can  act\ially  go. 


In  Touch  with  Tomorrow 

TOSHIBA 


FOR  MORE  INFORMATION.  CALL  I(800l  437-7777  ©  ;Q92  Toshiba  America  Informannn  Systeins.  Inc 


e  CorDoration 


STRATEGIES  I 


FLAT  MARKET:  U.S.  SOFT-DRINK  SALES  SHOULD  RISE  ONLY  1%  TO  2%  THIS  YEAR 


THE  BOTTLENECK 

AT  COCA-COLA  ENTERPRISES 


With  price  wars  still  sapping  profits,  its  boss  is  shaking  things  up 


When  it  comes  to  volume,  Coca- 
Cola  Enterprises  Inc.  is  hard 
to  top.  The  Atlanta  company 
bottles  and  distributes  Coke,  Sprite, 
Fanta,  and  the  other  Coca-Cola  brands  in 
37  states,  accounting  for  more  than  half 
of  Coca-Cola  Co.'s  U.  S.  volume.  But  big 
profits  are  another  matter.  Four  years 
of  brutal  price  wars  with  PepsiCo  Inc. 
have  pounded  CCE's  operating  margins 
from  10'/,  in  1987  to  6.7',;  in  1991.  Lately, 
its  profits  have  been  even  more  erratic 
than  usual  (chart). 

CCE's  sorry  condition  is  not  lost  on  44'/ 
owner  Coca-Cola.  Last  year,  the  bever- 
age giant  leapt  into  action,  tapping  third- 
generation  bottling  e.xecutive  Summer- 
field  K.  Johnston  Jr.  to  lead  a  turna- 
round. As  head  of  the  nation's  No.  2 
Coke  bottler,  with  11'^  of  U.S.  sales,  he 
had  gained  a  reputation  for  flexible, 
hands-on  management.  To  bring  him  and 
his  team  on  board,  CCE  paid  $375  million 
for  his  Johnston  Coca-Cola  Bottling 
Group,  the  Chattanooga  (Tenn.)  compa- 
ny his  grandfather  founded  in  1901. 

Johnston,  59,  has  jumped  in  with  both 
feet.  Since  moving  to  Atlanta  nine 
months  ago,  the  chief  executive  has  laid 
off  100  people,  mainly  from  manage- 


ment, decentralized  operations  into  10 
regional  units,  raised  prices,  and  contin- 
ued CCE's  efforts  to  modernize  plants 
and  cut  operating  costs.  "From  a  struc- 
tural point  of  view,  he's  doing  all  the 
right  things,"  says  Martin  Romm,  an  an- 
alyst with  First  Boston  Corp.  But  he 
doesn't  have  much  to  show  for  it  yet.  On 
a  pro  forma  basis,  CCE's  first-half  in- 
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come  fell  66'/f,  to  $6  million,  on 
$2.5  billion.  The  second  quarter 
$9  million  in  profits — a  steep  dr 
1991's  $20  million.  Cooler-th 
summer  weather  in  many  of  CC 
tories  was  part  of  the  problen 
with  the  consumer  spending  slu 

Wall  Street  remains  wary,  to 
least.  CCE's  shares,  which  went 
16  in  1986,  have  been  in  a 
slump  since  peaking  last  year 
They're  now  at  around  11% 
same  period,  Coca-Cola's  shar 
climbed  from  about  26  to  over 
fact  that  Coke's  goals  may  difl 
CCE's  doesn't  make  investors  ai 
comfortable.  Coke,  which  sells  s( 
syrup  and  concentrate  to  bot 
most  concerned  with  upping 
When  retail  prices  fall,  bottlers 
hit,  while  Coke's  sales  may 
crease.  "The  question  we  have 
new  management  protect  shar 
or  the  interests  of  Coca-Cola,"  sa 
A.   Villany,   an   analyst  with 
Funds  Inc.,  which  lowered  its  C' 
from  6.1'/f  to  below  57f  late  la 
Johnston  declined  to  be  interviev 
ing  through  a  spokeswoman  tha 
early  to  comment  on  his  chang 
PROFIT  JOiT.  All  the  cost-cutting 
organizing  in  the  world  won't 
the  central  problem  at  CCE:  pr 
sure.  Johnston  must  raise  price: 
the  company  the  profit  jolt  it  ne 
Coke  and  Pepsi  have  been  bat 
price  for  so  long  that  consun 
trained  to  wait  for  sales  of  their 
brands.  "If  either  side  tries  tc 
ante,  consumers  will  simply  de 
purchases,"  says  Lee  D.  Wilder^ 
lyst  with  Robinson-Humphrey  C 
CCE  hiked  prices  2.5'/  in  the  seco 
ter,  volume  fell  3'/f .  Sales  aren't 
pick  up  again  any  time  soon: 
figure  U.  S.  soft-drink  sales  will 
only  17r  to  27'  this  year,  compa 
double-digit  growth  a  decade  a, 

Johnston's  former  company  is 
ing  matters  much — at  least  on 
torn  line.  Laden  with  $1  billion 
from  several  acquisitions  in  the 
years,  it  posted  a  loss  for  eacl 
years  before  the  merger.  In  199 
$43  million  on  revenues  of  $1. 
Its  debt  now  rests  on  CCE's  bO' 
ing  the  company's  debt  to  70'/  o 
from  61'/.  Moody's  Investors 
Inc.  recently  downgraded  $2  1: 
CCE's  debt  to  A-3  from  A-2  be 
the  changes  in  CCE's  capital  s 
and  the  lackluster  industry  envi: 

CCE  has  always  been  someth 
poor  relation  to  Coca-Cola  ' 
young  company  was  created 
when  Coke  bought  and  consnlid 
eral  bottlers,  primarily  in  tlif  \ 


we.  Or  Work  UpTo  13%  Better 


Sure,  the  right  lighting  can  improve 
romance.  But  lighting  that  can 
improve  profits?  Now  there's  some- 
thing to  get  excited  about.  And  for 
good  reason.  Studies  show  that  improving  the  qual- 
ity of  light  can  improve  productivity  as  well.* 
Which  is  why  GE  Lighting  has  developed 
the  Hi-Lumen  BIAX™  line  of  fluorescent 
1         lamps.  They  can  actually  help  you  work  bet- 
ter by  putting  you  and  whatever  it  is  you  do 
f         in  a  balanced,  comfortable  light. 
I  And  thanks  to  its  breakthrough  compact 

design,  this  lamp  feels  right  at  home  where 
ordinar)'  fluorescentsjust  don't  (juite  tit  in. 
•      s  While  providing  better  optical  control. 

Best  of  all,  the  BIAX  lamp  is  just  one  of 
the  many  GE  Lighting  options  available.  To  learn 
about  others,  call  l-SOO-GE-UVMPS.  And  lemember, 
under  the  right  light  you  could  dial  that  number 
13%  more  efficiently. 

GE  Is  Light.  And  The  Light  Matters. 


GE  Lighting 


tE.  P.  A.  does  not  endorse  any  product  or  service. 
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Southeast,  then  spun  off  517f  of  the  new 
company's  shares  to  the  pubHc.  CCE  was 
managed  from  Atlanta,  and  its  central- 
ized structure  helped  cut  costs  and  dupli- 
cations among  the  various  bottlers.  But 
centralization  also  kept  executives  from 
making  the  crucial  day-to-day  marketing 
decisions  needed  to  compete,  analysts 
say.  If  Pepsi  came  out  with  a  special  on 
six-packs  in,  say,  Ann  Arbor,  Mich.,  ex- 
ecutives had  to  wait  for  approval  from 
headquarters  to  match  it.  In  the  mean- 
time, t'CE  lost  valuable  market  share. 
NEW  AUTONOMY.  So  far,  Johnston  has 
made  cr?:  look  a  lot  more  like  his  former 
bottling  company.  There,  Johnston  ran  a 
decentralized  outfit  with  nine  regional 
divisions  spread  throughout  its  Midwest 
territory.  He  has  done  the  same  thing  at 
CCE,  dividing  the  combined  company  into 
10  regions  run  by  autonomous  execu- 
tives who  are  expected  to  make  quick 
decisions.  "We  want  each  of  them  to  be 
Mr.  or  Mrs.  Coca-Cola  in  their  area," 
Johnston  told  analysts  in  June. 

Division  managers  have  quickly  em- 
braced their  new  autonomy.  In  the  wake 
of  Hurricane  Andrew,  the  Florida  divi- 
sion manager  began  distributing  free 
drinking  water,  shipped  from  other  CCE 
locations,  to  residents  of  hard-hit  Home- 
stead and  Florida  City.  He  made  the  de- 
cision the  day  after  the  hurricane  hit, 
without  having  to  wait  for  approval 
from  headquarters.  The  decentralization 
seems  to  be  especially  popular  among 
smaller  retailers,  who  feel  their  needs 
are  being  better  addressed.  Keith  Cian- 
ciolo,  who  runs  a  produce  and  grocery 
market  in  Cincinnati,  recently  asked  his 
CCE  division  manager  to  change  the  mini- 
mum order  from  25  cases  to  15.  The  rep 
agreed  on  the  spot,  without  calling  At- 
lanta. "That  helps,  because  we  don't 
have  a  whole  lot  of  floor  space  here," 
he  .says. 

Now,  Johnston  hopes  to  boost  profits 
by  wringing  more  costs  out  of  produc- 
tion. The  company  has  just  put  the  fin- 
ishing touches  on  a  prototype  plant  in 
Cincinnati.  It  uses  automated  vehicles  to 
take  cases  from  the  end  of  the  produc- 
tion line  to  the  warehouse  and  loading 
docks,  saving  on  labor  costs.  Johnston 
has  also  conserved  warehouse  space  in 
Cincinnati  with  an  elaborate  trucking 
system  in  which  semitrailers  double  as 
storage  facilities. 

Eliminating  redundancies  between  CCE 
and  Johnston's  old  company  should  un- 
earth further  savings.  CCE  is  still  consoli- 
dating its  accounting  and  financial  sys- 
tems, for  instance,  with  the  goal  of 
having  all  10  divisions  completely  uni- 
form in  the  next  18  months.  Granted, 
none  of  these  moves  will  give  profits 
that  much  of  a  lift.  But  unless  he  can 
figure  out  a  way  to  stop  the  price  wars, 
there's  little  else  Johnston  can  do. 

By  Walecin  Konrad  in  Atlanta 


ENTREPRENEURS! 


'PIZZA  PIZZA' 
AND  TIGERS,  TOO 


Can  Mike  Ilitch's  carryout  cash  boost  the  Detroit  team's  fort 


c 


|an't  you  move  back  a  little?"  Mike 
Hitch  asks  with  a  weary  smile. 
r'The  close-ups  are  killing  me."  The 
chairman  of  Little  Caesars  Enterprises  Inc. 
is  trying  his  best  to  be  cordial  in  the  swel- 
tering heat  of  a  Tiger  Stadium  press  con- 
ference. But  he  hates  more  than  anything 
having  his  picture  taken,  and  for  the  14th 
time  today,  a  TV  crew  is  asking  why  he 
bought  the  Detroit  Tigers  and  what  he 
plans  to  do  with  the  team.  Beads  of  sweat 
well  up  near  his  hairline  and  make  a  break 
for  his  shirt  collar.  He'd  like  to  dab  them, 
but  the  camera  is  holding  him  hostage. 

Out  on  the  field,  the  rest  of  the  Hitch 
clan  is  having  a  much  better  time.  They're 
doing  exactly  what  you  would  if  your  fa- 
ther had  just  bought  a  Major  League  Base- 
ball team.  One  son  mugs  on  the  pitcher's 
mound,  while  his  girlfriend  goes  into  a 
windup,  pretending  to  spit  tobacco  juice.  A 

brother-in-law  is  /  

sitting   in   the  ^ 
dugout,  ogling 
his    wife's  legs 
from    the  bench 
("Hey,  Honey,  this  is 
quite  a  view!").  Dad,  a 
former  minor-league 
shortstop,  would  not 
mind  being  out  there 
himself.  But  being  a  lo- 
cal hero  carries  with  it 
certain  responsibilities. 

Detroit  is  in  love  with 
Michael  Hitch.  After 
years  of  turmoil,  eco- 
nomic strife,  and  medio- 
cre pitching,  the  Motor 
City  sees  its  salvation 
in  the  person  of  a  63-year-old  pizza  baron 
who  grew  up  poor  on  Detroit's  West  Side. 
Hitch  has  not  only  nurtured  Little  Caesars 
into  a  thriving  national  chain  but  he's  also 
become  a  champion  of  urban  redevelop- 
ment, renovating  the  historic  Fox  Theater 
and  an  attached  office  building  in  down- 
town Detroit  to  house  his  headquarters. 
And  if  he  does  for  the  Tigers  what  he  did 
for  the  National  Hockey  League's  Detroit 
Red  Wings — which  he  bought  in  1982 — 
he'll  put  some  life  and  cash  back  into  a 
dispirited  franchise  badly  in  need  of  both. 

Detroiters,  of  course,  spent  the  1980s  en- 
amored of  another  up-by-the-bootstraps 
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pizza  mogul:  Thomas  S.  Monagl- 
founder  of  rival  Domino's  Pizza  I 
the  guy  who  sold  the  money-losin 
to  Hitch.  Monaghan,  who  grew  u 
phan  in  nearby  Ann  Arbor,  bough 
gers  in  1983  and  delivered  a  Worl 
title  the  following  year.  Since  then, 
he  has  let  both  Domino's  and  the  U 
while  his  personal  eccentricities 
come  just  another  source  of  en: 
ment  for  a  city  grown  weary  of  e 
executive  egos. 
ROLLING  IN  DOUGH.  Privately  hel 
no's  lost  $48.2  million  last  year,  o 
ing  sales  of  $2.47  billion.  The  reaso 
ghan  had  to  pare  down  debt,  and  h 
$42  million  write-off  when  he  unlo 
sets,  including  a  resort  island  in 
Michigan  and  several  antique  cars 
The  Hitch  empire  couldn't  be  n 
ferent.  First  of  all,  it's  expandin 
A   Little  ( 
operatiri 
suits  are 
ly  guardec 
but  the  chai: 
nues  have  grc 
427'  compound 
rate  since  191 
margins  are 
acknowledged 
strong.  The  F* 
ater  is  a  hugeii 
maker,  and  t 
Wings  are  one 
ey's  most  valua 
chises.  For  evii : 
Ilitch's  liquidit},b 
look  at  the  Tigs 
chase:  He  tookai 
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the  $85  million  price  tag  in  cash  ;1 
he's  got  plenty  left  to  shore  up  the 'a 

The  Hitch  family  also  is  eminent 
to-earth — in  contrast  to  Monaghai 
public  persona  runs  from  swoopii  i 
to  Tiger  games  in  a  private  helicit' 
making  inflammatory  statenieiits 
abortion.  "Mike  Hitch  is  the  kim 
you'd  like  to  have  a  beer  with,"  s 
versify  of  Michigan  Professor  I' 
Brophy,  who  sits  on  a  board  with  t  ■  I 
Caesars  chairman.  »' 

Hitch  has  never  lost  his  Michigatv 
or  bar-stool  wit.  He  owns  100% 
Caesars  and  runs  it  as  much  like  ■ 
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.s  is  possible  for  a  $2  billion  com- 
i  wife,  Marian,  was  bookkeeper 
couple  first  opened  a  restaurant 
ad  still  acts  as  the  chief  financial 
f  the  seven  Hitch  children,  daugh- 
;e  Hitch  Lites  is  executive  vice- 
for  marketing.  Four  other  kids 
;on-in-law  are  executives  with  the 
Two  more  children  have  worked 
ne  time  or  another. 
•  Mike  nor  Marian  has  a  college 
Vhen  they  met  in  1954,  he  was 
)r  minor  league  teams  such  as  the 
nokers,  a  Detroit 
>.  She  was  a  res- 

cierk  at  Delta 
Inc.  Sidelined  in 
ecause  of  an  an- 

Mike  accepted 
ate  with  his  fu- 
mostly  to  please 
r,  a  Macedonian 
t  who  was  work- 
tool-and-die  man 
ler  Corp.  Sotir 
ought  baseball 
)um  sport"  and 

daughter  of  one 
ends  would  help 
ttle  down, 
gh  the  couple 
ercome  some  ini- 
ppointment  ("I 
le'd  be  tall  and 
ce  Al  Kaline," 
says),  the  two 
rried  within  a 
Iheir  first  date, 
/ed  ball  for  an- 
r,  then  sold  alu- 
wnings.  But  be- 
',  he  decided  to 

the  restaurant 

In  1959,  they 
,000  in  savings 
their  first  pizza 
e  twirled  dough 
ick,  and  Marian 
ish  register  up  front, 
aesars  was  hardly  a  hot  growth 
in  the  early  years.  The  first  fran- 
i  sold  in  1962,  and  by  the  time 
ght  the  Red  Wings  in  1982,  there 
'  300  stores.  It  wasn't  until  1988, 

company  started  a  national  ad 
,  that  Little  Caesars  took  off. 

number  of  stores  tops  4,000,  of 
f  are  company-owned. 

ONE.  Hitch  felt  it  was  important 
fe  to  work  in  the  business.  "I  had 

heard  that  when  women  were 

unscrupulous  lawyers  moved  in," 
"I  wanted  to  get  her  prepared." 
ed  out,  Mike  and  Marian  came  to- 
e  a  crack  double-play  team.  Their 
re  distinct  but  symbiotic:  Mike 
he  marketing  and  the  menu,  and 
Dok  care  of  the  money.  As  son 

puts  it,  "Dad  makes  it.  Mom 


By  the  mid-1980s,  that  relationship  had 
become  crucial.  Monaghan  had  revolution- 
ized the  pizza  business  by  finding  a  profit- 
able way  to  deliver  pies  in  30  minutes.  To 
keep  growing.  Little  Caesars  had  to  solidi- 
fy its  own  niche.  Mike  came  up  with  a  sim- 
ple idea:  lock  up  the  carryout  business  by 
offering  two  pizzas  for  one  low  price.  He 
called  it  "Pizza,  Pizza"  and  made  it  a  chain- 
wide  policy.  Daughter  Denise,  in  concert 
with  Saatchi  &  Saatchi's  Cliff  Freeman  of 
"Where's  the  beef?"  fame,  developed  a 
clever  set  of  ads  to  drive  home  the  value 


concept.  In  one  award-winner,  a  baby  in  a 
high  chair  is  whisked  around  its  house  at 
the  end  of  a  stretchy  strand  of  mozzarella. 

To  make  the  strategy  work,  however, 
Little  Caesars  has  to  be  the  low-cost  pro- 
ducer. Having  no  delivery  trucks  saves  on 
gas  and  insurance.  Bare-bones  staffing 
cuts  down  on  payroll.  The  pizzas  are  good, 
but  not  loaded  with  ingredients.  And  fran- 
chisees are  discouraged  from  buying  ex- 
pensive computer  systems  and  opening  off- 
site  offices.  "I  encourage  them  to  do  their 
books  by  hand  for  the  first  year,"  Marian 
says.  She  rides  herd  on  costs  by  keeping 
debt  low  and  insisting  on  a  separate  profit- 
and-loss  statement  for  each  company- 
owned  store.  Little  Caesars  consolidates  its 
financial  statements,  of  course.  But  by 
tracking  units  individually,  "I  try  to  make 
each  store  stand  on  its  own,"  Marian  says. 

The  Hitches  admit  that  working  all  in  the 
family  has  its  dicey  moments.  "We're  not 


the  Waltons,"  says  Mike  Jr.,  who  is  head  of 
human  resources.  Arguments  flare  up,  and 
boundaries  between  family  and  work  break 
down.  Mike  Sr.  says  it's  often  a  struggle  to 
balance  the  roles  of  CEO  and  father.  As  Lit- 
tle Caesars  has  grown,  consultants  have 
sometimes  raised  red  flags  about  the  com- 
pany's family  structure.  "We  pay  them  for 
the  other  advice  they  give,"  Mike  says. 
DIFFERENT  BALL  GAME.  Most  industry  ex- 
perts agree  that  Little  Caesars  has  carved 
itself  a  secure  slice  of  the  pizza  business. 
Now  the  question  is  whether  Mike  Hitch 
might  be  overreaching 
with  his  purchase  of  the 
Tigers.  Both  he  and  Mar- 
ian insist  they  can  afford 
the  franchise — despite 
predictions  that  it  will  lose 
money  for  several  years. 
They  point  to  the  Red 
Wings,  which  turned  prof- 
itable within  five  years 
and  won  three  Norris  Div. 
championships.  Mike  con- 
siders sports  a  labor  of 
love.  Marian  agrees,  but 
she  still  winces  as  she  re- 
members the  night  Mike 
became  so  enthralled  with 
the  team's  performance 
that  he  ran  down  to  the 
locker  room  to  give  each 
player  a  $5,000  bonus. 
"Holy  cow,"  she  says,  roll- 
ing her  eyes. 

Baseball,  to  be  sure,  is 
not  hockey.  Shrinking 
television  revenues,  ex- 
panding player  salaries, 
and  intractable  labor  dis- 
putes have  stymied  many 
a  smart  owner.  Consider 
this:  The  Red  Wings'  total 
player  payroll  last  year 
was  about  $6.25  million.  If 
Hitch  signs  Tiger  super- 
star Cecil  Fielder  to  a  new 
contract  next  year — and  he  says  he  will — it 
could  easily  run  that  high  all  by  itself. 
Then,  there's  the  mental  strain.  During  the 
.\'HL  strike  last  season,  he  admitted  to  De- 
troit Free  Press  columnist  Mitch  Albom 
that  he  was  personally  hurt  when  his  play- 
ers voted  to  strike.  Baseball  will  require  a 
thicker  skin  than  that. 

The  Hitch  family  tends  to  make  most  of 
its  big  decisions  sitting  around  the  kitchen 
table.  When  the  subject  turned  to  the  Ti- 
gers, the  main  concern  was  whether  own- 
ing the  team  would  thrust  the  family  too 
much  into  the  public  eye.  When  his  kids 
were  growing  up,  Mike  Hitch  tried  to  drum 
home  a  philosophy  he  had  lived  by  for 
years:  "Be  humble,  and  never  toot  your 
own  horn.  If  you  do  something  good,  peo- 
ple will  find  out."  Detroit  and  the  rest  of 
the  country  are  finding  out.  But  from  now 
on,  the  glare  will  only  get  brighter. 

By  Michael  Oneal  in  Detroit 
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What  you  need  tod 

Somehow  the  word  "foreign '  seems  fifl 
these  days.  The  world  is  smaller,  so  people  a' 
thinking  bigger,  beyond  borders. 

Yet  cultures  will  always  be  different,  s 
the  paradox  of  international  business — the  ;t 
be  global  and  local  at  the  same  time. 

At  IBM  we're  old  hands  at  it,  and  mu(;0 
what  weVe  learned  can  really  help  you. 

Being  local.  We  do  business  in  over  K  ' 
tries,  and  our  offices  are  staffed  and  run  1)\ 
who  were  born  there.  IBM  Brazil  is  Brazilia  i- 
Italy  is  Italian.  So  they  understand  not  just  'U 


ternational  business  machine. 


needs,  but  your  marketplace  and,  most 
r  industry.  Which  can  help  you  avoid  costly 
3times  embarrassing)  mistakes.  Also,  we 
igs  near  your  locations  and  customized  for 
your  software  in  Taiwan  speaks  Chinese, 
cash  drawers  in  France  will  fit  franc  notes. 
ng global.  Of  course,  your  global  opera- 
t  be  islands,  you  have  to  manage  the  whole, 
help  you  do  it.  Our  branches  may  be  local, 
e  all  on  the  same  team,  and  they'll  support 
onsistent  way  no  matter  where  you  go. 
example,  Woolworth,  Burger  King^"*^  and 


3M^^  use  our  Selected  International  Account  pro- 
gram. It  helps  them  bridge  cultural,  legal  and  tech- 
nical differences  by  providing  a  single  point  of  con- 
tact that  aligns  IBM's  worldwide  presence  with  theirs. 

We  can  also  help  you  communicate,  whether 
you  have  your  own  global  network  or  hook  into  ours. 
The  IBM  Information  Network  makes  it  easier  to 
connect  more  than  90  countries  for  electronic  mail, 
EDI  and  more.  You  can  even  pay  in  one  currency. 

To  learn  more,  call  our  ~  — ® 

International  Marketing  Informa-  E 
tion  Desk  at  1  800  IBM-1774.  = 
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Education 


COLLEGE  CASH: 
A  STUDY  GUIDE 


Financial  planners  have 
plenty  of  long-range  in- 
vestment suggestions 
for  parents  whose  kids  will 
start  college  in  10  or  15  years. 
But  what  if  your  child  is 
among  the  10  million  who  are 
already  16,  17,  or  18  years  old, 
with  high  school  graduation 
just  around  the  corner?  For 
many  families  stuck  in  to- 
day's sluggish  economy,  the 
cost  of  higher  learning — 
about  $6,000  a  year  at  a  state 
school,  $20,000  at  a  private 
one — can  be  daunting.  Luck- 
ily, Uncle  Sam  has  just  loos- 
ened the  purse  strings  on  fi- 
nancial aid. 

Before  President  Bush 
signed  an  amended  version  of 
the  1965  Higher  Education 
Act  on  July  23,  most  federally 
sponsored  loans  and  grants 
were  unavailable  to  many 
middle-income  parents  of  col- 
legians. A  primary  reason: 
Even  if  a  family  was  strapped 
for  cash,  the  mathematical 
formula  used  by  lenders  to 
determine  need  counted  any 
equity  in  a  home  or  family 
farm  as  a  liquid  asset. 

The  new  formula  eliminates 
that  obstacle.  "It's  a  major 
change  that  opens  up  the  pos- 
sibility of  aid  to  many  more 
thousands  of  families,"  says 
Joseph  Re,  executive  vice- 
president  of  Octameron  Asso- 
ciates, publisher  of  Don 't 
Miss  Out,  an  annual  guide  to 
meeting  educational  costs. 
Other  helpful  rule  changes: 

■  More  money.  Next  year's 
freshmen  can  borrow  up  to 
$23,000  over  four  years,  vs. 
$17,250  previously,  in  federal- 
ly guaranteed  loans.  And  stu- 
dents who  continue  toward  a 
graduate  degree  can  borrow 
up  to  $65,000,  vs.  $54,750. 

■  Lower  interest.  Long  called 
guaranteed  student  loans,  or 
GSLs,  and  now  Stafford  loans, 
in  honor  of  retired  Senator 


Robert  Stafford,  the  bor- 
rowed sums  have  carried  an 
S7<  interest  rate  that  rose  to 
107t  in  the  fifth  year  of  repay- 
ment. After  Oct.  1,  the  rate 
will  be  variable:  the  three- 
month  Treasury  bill  rate  plus 
S.\7<,  with  a  9%  cap. 
■  More  loans.  For  families 
whose  income  levels  are  too 
high  to  qualify  for  Stafford 
loans,  a  new  program  pro- 
vides the  same  sums — with 
one  difference.  On  regular 
Staffords,  the  government 
pays  the  annual  interest  while 
students  are  in  school;  then, 
starting  six  months  after 
graduation,  students  can  re- 
pay interest  and  principal 
over  a  period  of  5  to  10  years. 
With  the  new  "unsubsidized 
Stafford,"  the  student  must 
pay  interest  from  the  outset. 

At  the  Student  Loan  Mar- 
keting Assn.  (Sallie  Mae),  the 
Washington  (D.  C.)  corpora- 
tion that  provides  lenders 
with  funds,  Senior  Vice-Presi- 
dent Lydia  Marshall  notes 
that  the  new  rules  phase  in 
over  the  next  year.  But  don't 
let  that  confuse  you.  "The  im- 
portant thing,"  she  warns,  "is 
that  all  students  who  need  fi- 
nancial aid — even  if  they 
doubt  they'll  qualify  for  it — 
should  apply  for  it  early." 
That  means  parents  of  high 
school  seniors  aiming  for  col- 
lege in  fall,  1993,  should  im- 
mediately familiarize  them- 
selves with  the  alphabet  soup 
that  is  part  of  the  process. 

The  journey  begins  with  a 
financial  aid  form  (FAF)  or 
family  financial  statement 
(FF.S).  Students  can  usually  ob- 
tain them  in  November  from 
high  school  guidance  counsel- 
ors or  any  college  financial 
aid  office.  But  because  it  calls 
for  current-year  data  on  a 
family's  income,  taxes,  and 
assets,  the  form  cannot  be 
signed  or  submitted  for  pro- 
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until  after  Jan.  1. 
rs  to  75  or  so  ques- 
/e  the  government, 
and  colleges  a  firm 
how  much  you  and 
d  can  pay  toward  his 
ucation.  Octameron's 
ider,  who  co-authors 
pany's  guides,  says 
ople  mistakenly  ig- 
!se  forms  "because 
n'l  consider  them- 
Tiong  the  needy,  as 

is  commonly  used." 
s  surveys  showing 
of  respondents  think 
aid  goes  only  to  mi- 
^udents,  and  nearly 
've  aid  isn't  available 

expensive  private 
a  family  can  afford  a 
hool.  Both  assump- 

false. 

iQOunt  of  need  will 
1  the  choice  of  school 
amily's  and  student's 
ions.  Often,  part  of 

will  be  met  by  the 
hich  may  give  a  stu- 
thletic  scholarship  or 
for  academic  study, 
y  offer  a  work-study 

to  let  the  student 
n  by  working  in  the 
IS  office,  library,  or 
npus  facility. 
AUDIT.  If  additional 
quired,  the  data  on 
cial  aid  form  help  de- 
whether  a  student 

for  a  low-interest 

loan.  They're  ob- 
'  applying  to  a  local 
'ings  and  loan,  credit 
other  lender,  but  po- 
orrowers  must  first 
ate  need.  One  of  a 
of  companies  that 
illeges  in  different 
the  country  analyzes 
cial  aid  form  figures 
s  a  report  to  the  stu- 
mily.  Copies  are  also 
financial  aid  officers 
schools  the  student 
attend. 

-he  data,  the  financial 
x  at  each  school  puts 
a  budget  that  shows 
)enses  can  be  met 
the  student's  and 
contributions,  plus 
scholarships,  and 
le  plan  comes  in  the 
an  award  letter, 
ts  a  deadline  for  the 
;  acceptance.  Don't 
child  hold  off  reply- 


ing so  you  can  compare  offers 
from  different  schools,  warns 
Leider.  Accepting  a  plan  does 
not  commit  the  student  to  at- 
tend the  school,  and  it  avoids 
the  risk  that  the  award  will  be 
canceled  so  the  college  can  ac- 
commodate other  students. 

It's  also  an  error  to  ignore 
a  line  on  the  aid  form  that 
asks  whether  a  student  wants 
to  apply  for  a  Pell  grant.  A 
basic  layer  of  federal  financial 
aid,  these  grants  are  outright 
contributions,  not  loans,  from 


Uncle  Sam.  Next  year,  a  Pell 
can  provide  $400  to  $2,300  to  a 
student — but  rarely  in  cases 
where  a  family  can  contribute 
more  than  $2,200  toward  col- 
lege costs.  Odds  are  that  you 
can  pay  more,  so  why  apply? 
Because,  says  Octameron's 
Re,  financial  aid  officers 
won't  consider  students  eligi- 
ble for  other  awards  unless 
they  have  first  been  turned 
down  by  Uncle  Sam. 

Even  if  your  child  qualifies 
for  a  number  of  types  of  aid. 


there  can  still  be  a  gap  be- 
tween the  available  funds  and 
the  cost  of  tuition  and  room 
and  board.  Here,  other 
changes  in  what  is  officially 
known  as  the  Federal  Family 
Educational  Loan  Program 
(PTELP)  may  help. 
EARLY  INTEREST.  The  PLUS  pro- 
gram (for  parent  loans  to  un- 
dergraduate students)  now 
lets  creditworthy  parents  bor- 
row any  additional  amount 
needed  to  fund  a  child's  edu- 
cation. Previously,  the  limit 
was  $4,000  a  year,  $20,000  al- 
together. And  some  freshmen 
who  are  turned  down  for  both 
a  Pell  and  a  Stafford  may 
qualify  for  funds  under  the 
supplemental  loans  for  stu- 
dents (SLS)  program,  which 
can  provide  up  to  $4,000  a 
year.  The  interest  rate  on  a 
PLUS  or  SLS  loan  is  that  of  a 
one-year  Treasury  bill  plus 
3.1%,  with  a  10%  cap  (vs.  12% 
previously). 

Unlike  repayment  of  a  Staf- 
ford loan,  which  is  deferred 
until  a  student  graduates, 
payment  of  interest  and  prin- 
cipal on  a  PLUS  or  SLS  loan  is 
scheduled  to  begin  within  60 
days.  Sallie  Mae's  Marshall 
says  a  few  SLS  lenders  will 
postpone  repayment  while 
students  are  in  school  if  the 
parents  assume  responsibility 
for  the  interest.  Or  the  lender 
may  add  deferred  interest  to 
the  amount  of  the  loan  on  a 
one-time,  annual,  or  quarterly 
basis.  "It's  smart  to  compare 
different  lenders'  methods," 
she  notes.  The  less  frequently 
the  interest  is  capitalized,  the 
lower  the  total  costs  over  the 
life  of  the  loan. 

Helpful  as  the  new  funding 
rules  may  be,  some  things 
look  better  on  paper  than  in 
reality.  For  example,  the  re- 
vised act  authorizes  an  in- 
crease in  the  maximum  Pell 
grant  to  $3,700  next  year, 
from  $2,300.  But  no  additional 
funding  was  appropriated  for 
the  program,  so  the  most  Un- 
cle Sam  can  pay  out  remains 
$2,300.  And  that's  despite 
some  extra  money  that  might 
be  in  the  kitty  as  a  result  of 
another  change:  Incarcerated 
students  who  are  on  death 
row  or  serving  a  life  sentence 
are  no  longer  eligible  for  a 
Pell.  Don  Dunn 
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FALL  FOLIAGE: 
THE  ROADS 
LESS  TRAVELED 


It's  almost  autumn,  and 
k'af-peepers  are  poised  to 
pursue  some  local  color. 
But  you  needn't  confine  your- 
self to  New  Eng'land.  Autumn 
leaves  give  a  fiery  display  as 
far  west  as  the  Mississippi 
and  as  far  south  as  Tennes- 
see. Even  some  parts  of  the 
Rockies  become  a  gorgeous 
gold  when  the  aspens  turn. 
And  while  car,  foot,  bike,  and 
canoe  are  great  ways  to  soak 
up  the  scenery,  you  may  want 
to  do  it  differently. 

How  about  leaf-peeping 
with  llamas?  Bob  and  Carolyn 
Bane  will  take  you  hiking  up 
a  mountain  on  their  900-acre 
farm  in  southwest  Virginia 
(703  688-4464).  Llamas  carry 
the  fixings  for  a  gourmet 
meal  at  the  top.  The  daylong, 
six-mile  trek  costs  $60. 


Or  you  might  try  a 
view  from  on  high.  His- 
toric Air  Tours  offers 
flights  on  six-seater 
Cessnas  out  of  Wil- 
liamsburg, Char- 
lottesville, and 
Richmond,  Va.  Pas- 
sengers wearing  head 
sets  soak  up  historic  ir 
formation  abou 
plantations  and  Civi 
War  sites,  along 
with  an  aerial  view 
of  the  leaves.  Tour; 
cost  $80  to  $45  (800 
9247).  In  Bristol, 
Conn.,  Berkshire 
Ballo(jns  pilot  Robert 
Zirpolo  takes  foliage 
followers  to  the  treetops  and 
beyond  in  hot-air  balloons  for 
$200  an  hour  (203  621-6061). 
PADDLE  WHEELERS.  Another 
way  to  view  fall  is  from  the 
water.  (Jn  the  St.  Lawrence 
River  in  Kingston,  Ont.,  you 
can  board  the  Island  Queen,  a 
Mississippi  paddle  wheeler, 
for  a  $14.95  three-hour  cruise 
around  the  Thousand  Islands 
(613  549-5544). 

Then  there  are  "America's 
last  overnight  paddle  wheel 


WHERE  THE  LEAVES  ARE 

STATE/PEAK  LEAF-TIME/HOT  LINE' 


steamships,"  the  Mississippi 
and  the  Delta  Queen,  out  of 
New  Orleans  (800  543-7637). 
They  travel  the  Mississippi 
and  Ohio  Rivers  offering 
cruises  at  about  $160  a  night. 

For  landlubbers,  a  vintage 
train  ride  might  be  the  ticket. 
At  Strasburg  Rail  Road  (717 
687-6194)  in  Pennsylvania,  you 
can  chug  through  Amish 
country  behind  a  turn-of-the- 
century  steam  engine.  Half- 
way through  the  45-minute 


round-  trip,  you  can 
and  picnic  in  a  grove, 
pay  $6,  kids  3  to  11,  $: 
Western  Maryland 
Railroad  (800  train-50 
a  similar  deal.  Adul' 
$14.75,  kids  2  to  12, 
Both  railroads  offer 
excursions,  too.  Moderi 
can  bring  equal  deligh 
trak's  Hudson  Rivei 
from  New  York  to  i 
displays  some  of  the  b 
or  there  is.  Pan 


It  may  not  be  too  late  to  go 
bargain-hunting  in  the  bat- 
tered Japanese  stock  market. 
Although  Tokyo's  announce- 
ment of  an  $86  billion  pump- 
priming  package  last  month 
has  sent  the  Nikkei  up  about 
257f  since  mid-August,  the 
average  is  still  off  more  than 
50%  from  its  high  of  two 
years  ago.  And  while  the 
moves  boosted  investor  con- 
fidence, they  won't  turn  the 
Japanese  economy  around 
overnight.  So,  say  some  ana- 
lysts, there's  plenty  of  time 
left  to  play  the  recovery. 

"The  market  now  offers 
more  fair  value  in  Western 
terms,"  says  Robert  Brusca, 
chief  economist  at  Nikko  Se- 
curities International.  Brusca 
thinks  that  by  buying  Ameri- 
can depository  receipts 
(ADRs)  of  Japanese  compa- 
nies, individuals  can  get 
"some  exposure  without  get- 
ting in  over  their  heads." 

Not  every  Japanese  busi- 
ness issues  ADRs,  but  you 
can  find  an  attractive  cross 
section.    Elizabeth  Allan, 


Smart  Money 

BOTTOM-FISHING 
FOR  JAPANESE  STOCKS 


portfolio  manager  of  the 
$400  million  Japan  Fund, 
cites  Kyocera,  a  ceramics 
producer  that  also  makes  in- 
sulation for  integrated  cir- 


BETTING  ON 
A  REBOUND 


Company 

52-week 

Price 

high 

9/1/92 

Canon 

60  Vs 

52  V2 

Ito  Yokado 

149V4 

132 

Kyocera 

88 

60 1/2 

Mitsubishi  Bank  223/4 

18 

DATA  BRIDGE  INFORMATION  SYSTEMS  INC 


cuits — and  should  profit 
from  an  upturn  in  electron- 
ics. Trading  at  27  times  earn- 
ings vs.  an  average  p-e  ratio 
of    37    for  Nikkei-listed 


shares,  Kyocera  is  "pretty 
cheap,"  says  Allan. 

Another  bargain  she  likes 
is  Canon,  with  a  p-e  of  14 
and  a  good  chance  to  re- 
bound along  with  consumer 
demand.  Stanley  Ginsberg, 
senior  vice-president  at 
Daiwa  Securities  America, 
agrees  that  Canon  has 
"probably  bottomed  out."  He 
also  notes  that  as  a  big  ex- 
porter, Canon  can  "ride  the 
strengthening  U.  S.  and  Eu- 
ropean economies." 
'HAMMERED.'  Among  retail- 
ers, Allan  says  Ito  Yokado 
has  been  "a  bit  of  a  laggard 
in  this  market."  The  super- 
store chain,  which  sells  ev- 
erything from  necessities  to 
luxuries,  is  likely  to  profit 
from  the  eventual  upturn  in 
consumer  incomes. 


Analysts  say  inv( 
should  shop  carefully  s 
the  Japanese  banks, 
they  have  gotten  hams 
so  hard  in  the  past  t 
three  months  that  ti 
probably  grossly  over 
says  Daiwa's  Ginsberj 
Daiwa's  recommended 
Mitsubishi  Bank,  whie 
suffered  less  from  s( 
and  bad  real  estate 
than  some  of  its  compe 

Of  course,  you  can  a 
opt  for  a  mutual  fund, 
as  Allan's  Japan  Fund, 
rill  Lynch  Pacific  Fund 
A,  Nomura  Pacific  '. 
Fund,  or  the  brand-ne 
pan  Equity  Fund.  Lau 
by  Daiwa  on  Aug.  17, 
Equity  is  invested  in 
section"  stocks — shall 
Japan's  biggest  compai 

The  pros  warn  tha 
Nikkei  could  dip  agai 
fore  yearend.  But  ev 
you  don't  buy  right  2 
bottom,  it  could  pay  to ; 
before  Japan  once  agai 
comes  the  land  of  the 
stocks.  Joan  W 
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It's  better  to  receive. 


nEP-UO-92    12. 3-.    FROM,  Muracoc 


The  affordable  plain  paper  faxes  from  Muratec. 


.1992  Murala  Buiinesi  Systems.  Inc. 


Plain  and  simple.  It's  better  to  receive  a  fax  on  plain  paper.  And  that's  why 
Muratec,  the  company  that  paved  the  way  for  affordable  fax  machines, 
offers  a  full  line  of  affordable  plain  paper  fax  machines. 

And  with  features  like  faster  transmission, 
large  paper  supply  capacity,  automatic  redial, 
greater  memory  storage  and  more,  you'll  find 
the  only  thing  plain  about  them  is  the  paper. 

For  more  information,  call  1-800-543-4636.    a  product  of  | 


rflufatec 


murata  tedindogy 
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BESPALOFF,  BROUGH,  AND  DAGORN  AT  BW;  DAGORN  SAVORS  THE  NOSE 


Potables 


A  GLASS  OF  WHITE 

~AND  HOLD  THE  PESTICIDES 


Or,u:anic  wines,  once  a 
curiosity  item  at  most 
wine  stores,  are  about 
to  go  mainstream.  Witii  envi- 
ronmental regulations  tight- 
ening, many  of  California's 
top  winemakers — such  as 
Gallo,  Fetzer,  and  Sutter 
Home — are  starting  to  grow 


predict  that  if  the  Fetzer 
wines  go  over  well,  other  big 
vintners  will  come  out  with 
organics,  too. 

At  BUSINESS  WEEK,  all  this 
activity  raised  a  question: 
Sure,  organic  wines  are  easy 
on  the  environment,  but  do 
they  taste  good?  To  find  out, 


THE  PICK  OF  THE  ORGANICS 


Experts'  comments 


REDS 


Fetzer  1 990  Bonterra      $8-10      Typical  California 

red  cabernet  characteristics 


Frey  1 989  Mendocino  $13-15  Well-balanced 
cabernet 


WHITES 


Fetzer  1990  Bonterra      $8-10      Intense,  somewhat 


chardonnay 


Fitzpatriclcl  990  Eire  $9 
Ban  sauvignon  blanc 


Konrad  1990  $1 
Mendocino  chardonnay 


buttery 


Clean,  fruity,  balanced 


$12-1-3     Dry,  clean,  fruity 


grapes  organically,  using  no 
herbicides  or  pesticides. 

Fetzer  Vineyards  is  also 
about  to  come  out  with  the 
most  widely  distributed  or- 
ganic wine  yet:  It  will  intro- 
duce its  new  Bonterra  red  and 
white  later  this  year,  at  about 
$10  a  bottle.  Some  experts 


we  invited  three  New  York 
wine  experts  for  a  blind  taste 
test:  Alexis  Bespaloff,  a  wine 
writer;  Alec  Brough,  director 
of  wine  services  at  Windows 
on  the  World  restaurant;  and 
Roger  Dagorn,  sommelier  at 
Tse-Yang  restaurant.  We 
asked  them  to  assess  15  or- 


ganic wines  in  the  $1)  to  $15 
range  against  five  compara- 
bly priced  nonorganics.  The 
wines  were  in  the  four  most 
popular  categories:  cabernet 
sauvignons  and  zinfandels 
among  the  reds,  chardonnays 
and  sauvignon  blancs  among 
the  whites. 

Fetzer's  Bonterra  wines  did 
well,  besting  all  other  organic 
entries  in  the  chardonnay  and 
cabernet  sauvignon  catego- 
ries— and  equaling  or  sur- 
passing Fetzer's  comparable 
nonorganic  Barrel  Select 
wines.  But  the  organics  now 
available,  mostly  from  the 
small,  young  wineries  that 
specialize  in  them,  are  still 
spotty  in  quality.  BW's  panel 
rated  only  5  of  the  15  organic 
wines  as  acceptable — vs.  all 
five  of  the  nonorganics.  This 
suggests  that  the  quality  of 
organic  wines  will  go  up,  as 
bigger,  more  experienced 
winemakers  such  as  Fetzer 
get  into  the  game. 
PURITY  INDEX.  One  big  differ- 
ence in  the  wines  is  just  how 
"organic"  they  are.  The  main 
distinction  is  that  purist  wine- 
makers  don't  add  any  sulfite 
preservatives — although 
small  quantities  of  sulfites  oc- 
cur naturally  in  the  winemak- 
ing  process.  Fetzer  and  others 
use  organic  growing  methods 
but  add  a  reduced  amount  of 
sulfites  to  make  the  wines 
less  likely  to  go  bad.  In  any 
case,  the  lower  levels  in  all 
the  wines  make  them  attrac- 
tive to  people  sensitive  to 
sulfites. 

Of   the   cabernet  sauvi- 


gnons, Brough  and 
tabbed  Fetzer's  new  i 
red  as  the  top  organic 
others,  Bespaloff 
Frey  Vineyards'  1990 
cino  County,  contaii 
added  sulfites,  as  " 
anced,"  and  Dagorn  f 
certain  grapiness  ar 
ness"  in  the  wine  t( 
triguing.  The  panel  p 
Frey's  1990  Zinfande 
ganic  Wine  Works'  1 
they  didn't  much  like 

Among  the  whites, 
ed  five  organic  char 
against  two  Californi 
ganics.  Bespaloff  and 
chose  Fetzer's  Bonter 
as  the  pick  of  the  lot. 
all  three  experts  ra 
higher  than  Fetzer's 
ganic  Barrel  Select  ( 
nay.  The  experts  alsc 
1990  Konrad  organic.] 

We  tested  four  s£ 
blancs,  and  the  pane' 
that  the  nonorganic- 
Ferrari  Carano  Fur 
the  best  of  the  bui 
they  found  that  the 
1990  Fitzpatrick  Eire 
a  close  second. 

Fetzer  expects  its 
ras  to  be  available 
York  and  California 
vember,  and  natiom 
January.  If  you  have 
finding  them  or  any 
smaller  brands,  call 
Frenkel  at  800  877-66£ 
tributor  specializing  ie 
ics,  he  can  steer  yot 
nearest  outlet  that  ha 
ganic  wines.  Tham 


Worth  Notii 


■  INSURANCE  AID.  A  ft 

let  explains  new  fi'dt- 
dards  for  "medigap"K 
that  went  into  efft 
summer.   Order  G. 
Health  Insurance  fo 
with  Medicare  from  )i 
er  Information  Cente  I 
lo,  Colo.,  81009.  Ask  i 
cation  number  518-Y. 

■  USEFUL  PHRAS 

Track's  new  audio  1,. 
tapes  speak  business.!)' 
sics.  Among  the  trara' 
"We  need  informaci 
your  company"  and 
like  to  visit  your  pht 
Spanish,  Japanese,  ! 
and  German,  they're  : 
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The  world's  #1  computer  and  communications  marketplace  for  resellers  and  corporate  decision  makers. 


Go  for 
the  World's 
Best  Deal  in 


Corporate  Computing! 


COMDEX— it's  the  one  corporate  computing  event  the 
whole  world  turns  to  for  innovative  technologies  that 
mean  bigger  business  payoffs  and  immediate 
competitive  advantages! 

•  Over  2,000  exhibitors  and  thousands  of  new  products! 

•  Plus  4  Showcases  on  today's  hottest  technologies. ..the  industry's 
iai^est  exhibition  of  Network  Computing  and  Multimedia 
products.. .and  all-new  dedicated  exhibit  areas  on  Imaging  and 
OEM  Business! 

•  The  computer  industry's  lai^est  educational  conference! 

•  130,000  distribution  and  corporate  professionals! 

•  20,000  international  delegates  from  more  than  100  countries! 
COMDEX:  Be  there  for  the  best  deal  in  the  world! 


For  more  detailed  information  on  COMDEX 
conferences,  exhibitors  and  hotel  accommodations 
available  on  a  first-come,  first-served  basis,  simply  fax 
the  coupon  below  to  617-449-2674  or  return  by  mail. 


Attention  venture  capitalists  and 
investment  bankers! 

ANNOUNCING  THE  COMDEX  FINANCIAL  FORUM... 
presentations  on  new  investment  opportunities  from 
today's  fastest-growing,  privately  held  high-technology 
firms!  For  more  information  on  the  FINANCIAL 
FORUM,  fax  back  the  coupon  today! 


f»jS 


at  COMDEX/Fair92! 


□ Send  information  on  attending,  including  l)otel  and 
travel  information.  H-8658JPI3 

Send  conference  information.  C-8658JPI3 

Send  information  on  exliibiting.  E-8658JPI3 

Send  information  on  ttie  Financial  Forum.  F-8658JPI3 


Name 

Tille 

Cnmnanv 

Addrps.'; 

City 

Stale 

7.ip/Poslal  Code 

Cniinlry 

Telenhnne(  ) 

Fax( 

) 

Fax  617-449-2674.  Or,  mail  to  COMDEX/Fair92, 
^         300  First  Avenue,  Needham,  MA  02194-2722. 


■1992  HTHE  INTERFACE  GROUP 


Tair92 

November  16-20, 1992  •  Las  Vegas,  Nevada  USA 


COMDEX  IS  a  property  o(  INTERFACE  GROUP  -  NEVADA,  Inc 
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No  matter  where  news  broke  in  1 991 . 
Whether  it  happened  close  to  home  or  halfway 
around  the  world.  The  best  place  to  read  about 
its  impact  on  a  wide  range  of  industries  was  in 
the  pages  of  Business  Week. 

With  more  than  200  editors  in  25  bureaus,  we 
gave  our  7.3  million  worldwide  readers  global 
coverage  of  all  the  events  that  impacted  their 
businesses-while  the  news  was  still  hot.  And 
we  did  it  with  the  depth  and  tough-mindedness 
that's  made  us  the  most  widely  read  business 
magazine  among  the  world's  top  executives. 
Every  week  of  the  year. 
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SPECIAL  ADVERTISING  SECTION 

BUSINESS  WEEK  ANNOUNCES 


The  Decade  of  the  Sale  Car 


ISSUE  DATE:  NOVEMBER  2,  1992 
CLOSING  DATE:  SEPTEMBER  21,  1992 

EDITION:  NORTH  AMERICA 

There's  never  been  an  era  like  it.  Consumers  want  dramatically  safer  cars  and  trucks... 
and  they're  getting  them,  thanks  to  a  computer-driven  revolution  in  safety  design  and  equipmenti 

Business  Week  will  cover  the  latest  developments  in  automotive  safety, 
in  a  special  advertising  section.  Safety  First:  The  Decade  of  the  Safe  Car. 


FOR  MORE  INFORMATION,  PLEASE  CONTACT 

Dick  Scott,  Director  Margo  Sim,  Market  Manager 

Automotive  Marketing  Import  Automotive 

Dearborn,  MI  Los  Angeles,  CA 

(313)  441-3330  (213)  480-5206 

Or  your  local  Business  Week  representative. 
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With  every  new  subscription. 
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Rockwell  International  24 


Magna  International  24 
McDonnell  Douglas  30 
McGrow  Hill  22 
Mercedes-Benz  44 
Merrill  Lynch  Pacific  Fund 

Class  A  114 
Mesa  24 
Microsoft  62 
Miller  Brewing  5 
Mitsubishi  Bonk  114 
MMS  International  22 
Montgomery  Securities  62 
Mostek  62 
Motorola  10,44 

N 


NationsBank  87 
Nestle  44 

New  American  Schools 
Development  70 

Nikko  Securities  114 

Nippon  Steel  44 

Nissan  26 

Nomura  Pacific  Basin 
Fund  114 

Northern  Telecom  24 

Norwest  86 


Oldsmobile  5 
Olivetti  44 

Organic  Wine  Works  1 16 
Osborne  Computer  92 

P 


Saatchi  &  Saatchi  108 
Salomon  Brothers  34 
Sonford  C.  Bernstein  & 
Co  86 
Saturn  5 

Sears  Roebuck  38,  96 
SeniorNet  100 
7-Eleven  36 
SGS-Thomson 

Microelectronics  62 
Sharon  Luggage  96 
Shearson  Lehman  94 
Siemens  44 
Sierra  Network  96 
Southland  36 
Spiegel  96 
Stephens  87 
Strasburg  Railroad  114 
Sulzer  Brothers  79 
Sutter  Home  116 


PaineWebber  28 
Pechiney  44 
Pennzoil  94 
PepsiCo  104 
Peugeot  44 
Phor-Mor  92 
Philips  44 

Philips  Electronics  44 
Phillips- Van  Heusen  87 
Procter  &  Gamble  38 
Prodigy  Services  96,  100 
Promus  34 
Prudential  Home 
Mortgage  86 


Toco  Cabana  87 
Tandon  62 
Tandy  62 
TeleConcepts  38 
Texaco  94 

Texas  Instruments  62,  66 
Thermo  Electron  61 
ThermoTrex  61 
Thomson  44 
Toshiba  26 
Tribune  100 
Tyson  Foods  87 

u 


Unilever  44,52 
United  Airlines  32,  36 
United  Biscuits  44 
United  Parcel  Service  70 
Usinor-Sacilor  44 


Veterinary  Centers  94 
Volkswagen  24,  44 
Volvo  44 

w 


Wal-Mart  87 
Wells  Fargo  87 
Western  Maryland  Scenic 

Railroad  114 
Whirlpool  44 
Whittle 

Communications  70 


Zeos  International  62 


ivery  week  Business  Week  brings  you  up  to 
date  on  the  world  of  business.  We're  committed 
to  bringing  you  coverage  of  business  news  that 
is  not  only  timely  but  insightful.  Now,  we're 
also  committed  to  teaming  up  with  you  to  moke 
a  positive  contribution  to  our  environment. 

With  the  help  of  the  Global  ReLeaf  Campaign 
of  the  American  Forestry  Association  (AFA),  we 
will  plant  a  tree  in  one  of  Americo's  Heritage 
•orests  with  every  new,  paid  Business  Week 
subscription. 

Globol  ReLeaf  educates  people  on  opportunities 
to  enhance  the  environment  through  improve- 
ment of  trees  and  forests.  The  campaign  creates 
these  positive  environmental  opportunities  for 
individuals,  community  groups  ond  businesses. 

The  Heritage  Forest  Program  is  one  such 
opportunity.  Heritage  Forests  are  special  public 
onds,  selected  by  the  AFA  as  lands  where 
private-sector  donations  can  create  new  forests, 
that  would  not  be  possible  under  existing  public 
programs  and  budgets. 


SUBSCRIBE  TO  BusinessWeek  NOW 

We'll  plant  your  tree  and  still  offer  you 
substantial  savings.  At  only  89 (an  issue, 
you  save  64%  off  the  $2.50  cover  price 
and  moke  a  positive  contribution  to  the 
environment. 

Enjoy  the  convenience  of  having  Business 
Week  delivered  and  the  sotisfaction  of 
having  done  something  to  help  improve 
and  preserve  America's  forests. 

It's  easy  to  do.  Fill  out  one  of  the 
post-paid  cards  found  in  this  issue  and 
drop  it  in  the  wail  today  or  call  toll-free 
1-800-635-1200. 

for  more  inlormotion  on  the  Globol  ReLeol  Progrom,  coll  (202)  667  3300 
or  wiite  10  them  ol  P  C,  Box  2000,  Woshington,  0  C  20O1 3. 
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With  every  fomard  step 

into  the  world 
mai^ketplace,  you  expect 
greater  success,  better 
solutions.  Not  a  different 
set  of  problems. 
So  you  look  for  a  global 
communications  partner 
who  has  been  there,  who 

has  managed  cultural, 
compliance,  currency,  and 
language  issues.  One 
company  who  makes  it 
all  happen,  while  you 
take  care  of  the 
business  at  hand. 

BT  has  a  global 
presence  that  our 
competition  can't  match. 
The  TYMNET'  Global 
Network  (TGN),with  the 

largest  market  share 
among  U.S.  value-added 
networks,  supports  Global 
Network  Services  (GNS ") 

that  reach  90%  of  the 
world's  business  centers  in 
more  than  100  countries. 
Half  of  Europe's 
multinationals  use 
our  services. 
GNS  links  your 
international  divisions. 
Then  we  monitor  and 
support  those  links  world- 
wide, bill  in  one  currency, 
and  offer  a  portfolio  of 
applications — a  single 
vendor  solution  that 
makes  your  life  easier. 


jy  the  government's 
ate  the  Japanese 
estors  in  Tokyo 
cks.  The  Nikkei 

additional  1 ,046 
atop  the  previous 
J  gain.  Coupled  with 

op,  the  Nikkei  re- 
-nutual  funds  that  in- 
look  sharp.  Bock 
Tiode  modest  gains 
ig,  typical  for  the  end 
noll-compony  stocks 

blue  chips.  Bond 
10,  which  helped  to 
!imote  for  equities. 


STOCKS 


BONDS 


THE  DOLLAR 


Aug.       Feb.       Aug.    Aug.  27-Sept.  2  Aug.       Feb.       Aug.    Aug.  27-Sept.  2  Aug       Feb       Aug     Aug.  26-Sept.  2 


52-week  change 
■1-7.2% 


"Ft 


-425  1500 

420  1400 
417.98 

415  1300 


1  -week  chonge 
■H.l 


LeKmon  Brothvrs 


52  week  change 

+  7.6% 


1480  100 


"It  U4A  .11 


1  -week  change 
+0.7% 


52-week  change 

-9.3°o 


1  -week  change 
-0.6% 


AHAIYSIS 


%  ihange 


s 

Latest 

Week 

5  2-week 

FUNDAMENTALS 

Latest 

Week  ago 

Year  ago 

■iDUSTRIALS 

3290  3 

13 

9  4 

90-DAY  TREASURY  BILL  YIELD 

3,21% 

3.22% 

5.49% 

£S  (Russell  1000) 

221.0 

1.2 

8  2 

30-YEAR  TREASURY  BOND  YIELD 

7.38% 

7.42% 

8.06% 

NIES  (Russell  2000) 

190.7 

1.8 

7  5 

S&P  500  DIVIDEND  YIELD 

2.96% 

2.99% 

3  1% 

;S  (Russell  3000) 

234.8 

1.2 

8  1 

S&P  500  PRICE/EARNINGS  RATIO 

24.6 

24.3 

20.0 

rocKS 

latest 

%  (hange  (lo<al  <urren<y) 

TECHNICAL  INDICATORS 

latest 

Week  ogo 

Reading 

Week 

52-week 

S&P  500  26-week  moving  average 

41  1.9 

41  1.8 

Positive 

(NCIAl  TIMES  100) 

2313.0 

12 

-13.2 

Stocks  above  26-week  moving  overage 

44,0% 

40.5% 

Neutral 

1  INDEX) 

17,587,7 

6  3 

-21.5 

Speculative  sentiment:  Put/coll  ratio 

0.42 

0.58 

Positive 

COMPOSITE) 

3436.71 

16 

-1.4 

Insider  sentiment:  Vickers  sell/buy  ratio 

1  72 

1  70 

Positive 

RY  GROUPS 


%  change 


BRIDGE  INFORMATION  SYSTEMS  INC 
%  change 


[  LEADERS 

4-week 

52-week 

Strongest  stock  in  group 

4-week 

52-week 

Price 

RATION  AND  PRODUCTION 

10  8 

-31.8 

ORYX  ENERGY 

16.0 

-34.7 

23  '/2 

E  BROKERS 

6  9 

1 1.2 

MARSH  &  McLENNAN 

7.9 

9.6 

83  % 

)  GLASS  CONTAINERS 

5.2 

16.1 

CROWN  CORK  &  SEAL 

7.1 

23  3 

35  % 

AS  DRILLING 

4.9 

-5.6 

ROWAN 

5,3 

-14.3 

7  1/2 

INS 

4  6 

4  9 

WALGREEN 

8.8 

12  7 

38  % 

I  LAGGARDS 

%  change 
4-week  52-week 

Weakest  stock  in  group 

%  change 
4-week  52-week 

Price 

STATION 

-19  3 

7.4 

HEWLETT-PACKARD 

-21.5 

9  0 

57  Vs 

LES 

-13  7 

10.3 

GENERAL  MOTORS 

-16  2 

-9  5 

34  Va 

DING 

-12.5 

31.9 

KAUFMAN  &  BROAD  HOME 

-24.4 

4  3 

12 

GS  AND  APPLIANCES 

-1  1.4 

-2  8 

FEDDERS 

-19.4 

-50.0 

3  Ve 

1 

-10.1 

-10  3 

REYNOLDS  METALS 

-14.8 

-18.3 

50  'A 

LfUNDS 


il  return 


I  INTL.  EQUITY  INDEX  PACIFIC 
RICE  JAPAN 


ELECT  SAVINGS  &  LOAN 
REGIONAL  BANK  B 


% 


13.5 
13  5 
10  8 

% 


45  3 

38  3 

37.0 


LAGGARDS 

Four-week  total  return 


OPPENHEIMER  GLOBAL  BIO-TECH 
LEXINGTON  STRATEGIC  INVESTMENTS 
UNITED  SERVICES  REAL  ESTATE 

52-week  total  return 


-1  1  7 
-10.9 
-8.3 

% 


LEXINGTON  STRATEGIC  INVESTMENTS  -39  8 

SCHIEID  VALUE  -32  6 

UNITED  SERVICES  GOLD  SHARES  -30  5 


4-week  totol  return 


MORNINGSTAR  INC 


^i^i>Si<^j^')  Average  fund 
52-week  total  return 


E  PORTFOLIOS 


IPtS 

e  present 
),000 

i year  ago 
folio 

indicate 
I  returns 


Ti'easury  lionds 
$11,607 

-t-1.07% 


U.  S.  stocks 
$10,934 

+  1.08% 


Foreign  stocks 
$10,518 

-1-4.63% 


nil 


Money  market  fund 
$10,352 

+0.06% 


DATA  RESOURCES  INC 


(;oid 

$9,861 

+0.60% 


:  |age  are  as  of  market  close  Wednesday,  September  2,  1  992,  unless  otherwise  indicated  September  1  Mutual  fund  returns  ore  as  of  August  28,  Relative  portfolios  ore  valued  as  of  September  I 
;  include  S&P  500  companies  only,  performance  and  shore  prices  are  as  of  market  close        A  more  detailed  explanation  of  this  page  is  ovailable  on  request 
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U.S.  SCHOOLS:  SHAKING  UP  IS  HARD  TO  DO 


^  ■^^uhlic  schools."  How  did  two  woi'ds  that  once  meant 
respect  and  pride  in  America  turn  into  such  an  em- 
bai'rassment?  Few  national  institutions  t^enerate 
as  much  an>j;er  today  as  the  school  system.  Its  only  rival  in 
l)ul)lic  disdain  may  he  Congress— and  for  some  of  the  same 
reasons.  Like  Conj^ress,  many  of  the  nation's  school  sys- 
tems have  l)ecome  entrenched,  self-perpetuating,  tax-sup- 
])()rted  bureaucracies  that  sometimes  lose  sight  of  their 
mandate. 

Instead  of  eflucating  children,  the  worst  school  districts 
have  become  political-patronage  machines,  where  jobs  are  of- 
ten parceled  out  along  racial  lines  and  exchanged  for  election- 
year  votes.  Most  big-city  schools  are  run  by  large,  heavy- 
handed  central  administrations.  In  the  suburbs,  there  are 
thousands  of  school  districts,  each  with  its  own  minibureau- 
cracy.  The  administrative  costs  of  educating  U.  S.  chiklren  run 
to  as  much  as  50%  of  every  dollar  spent— doul)k'  that  of 
private  schools  and  far  higher  than  in  Europe  or  Japan.  In 
America,  top-down  administration  not  only  robs  authority  and 
initiative  from  principals  and  teachers  in  local  schools,  it 
soaks  up  dollars  that  should  be  going  into  classrooms,  not 
boardrooms. 

Most  dismaying  is  that  America's  schools  are  frozen  in  po- 
litical and  bureaucratic  gridlock  some  35  years  after  the 
first  calls  for  reforai  were  made.  Whij  Johnny  Can't  Read  was 
releasefl  in  1955.  A  Nation  at  Risk,  a  critical  federal  report  on 
the  education  system,  came  out  nine  years  ago.  And  while 
there  has  been  some  successful  reform  and  experimenta- 
tion, they  have  been  on  a  paltry  scale.  U.  S.  students  still 
l^lace  12th  or  13th  on  international  tests  for  math,  science, 
and  geogi'aphy— below  South  Korea  and  Hungary.  This  trans- 
lates, of  course,  to  an  American  work  force  that  is  less  com- 
petitive than  Japan's  or  Germany's.  In  one  recent  survey, 
only  12%  of  employers  said  U.  S.  high  school  gi-aduates  wi'ite 
well,  and  only  22%  said  they  had  a  good  mastery  of  math. 
Witliout  a  serious  upgrading  of  this  country's  human  capital, 
any  effort  to  boost  real  economic  gi'owth  and  family  earnings 
is  bound  to  fall  short. 

A  CATALYST  

Someone  has  to  step  forward  and  break  America's  educa- 
tion i)aralysis.  This  is  where  business  leaders  and  the  private 
sector  can  play  a  significant  role.  As  outside  forces  with 
political  clout  of  their  own,  corporations  can  be  the  catalyst 
for  change. 

One  example:  In  Cincinnati  in  IWK).  the  dropout  rate  was 
50%,  the  school  district  was  virtually  bankrupt,  and  the 
electorate,  angry  at  incessant  political  infighting,  was  un- 
willing to  vote  a  tax  increase.  Led  by  Clement  L.  Buenger, 
chairman  of  Fifth  Third  Bancorp,  a  group  of  corporate  lead- 
ers lobl)ied  the  Ohio  General  Assembly  for  $9  million  in 
emergency  funding— in  exchange  for  a  radical  downsizing  of 
the  school  l)ui'eaucracy.  The  central  aflministration  was  cut  in 
half,  with  bureaucrats  either  retiring  or  returning  to  the 
classroom,  saving  $l(i  million  over  two  years.  The  executives 
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also  pushed  thr'ough  decentralization  i)y  dividing  the 
into  nine  minidistricts. 

Cutting  down  the  sheer  size  of  school  bureaucraci 
way  can  free  billions  of  dollars.  The  U.  S.  now  spends 
its  gi-oss  national  product  on  public  education— more  tli 
other-  industrialized  nation  except  Israel.  So  money,  , 
most  part,  isn't  the  problem— it's  where  the  money  is 
Giving  power  to  individual  schools  allows  cash  to  flow 
ly  into  the  classroom,  providing  resources  to  teache 
students,  the  only  two  groups  that  really  matter. 

A  healthy  dose  of  competition  can  also  help  end  th 
ly  stasis  in  education.  Within  the  i)ul»lic  school  system, 
parents  the  choice  to  send  their  children  to  the  best 
introduces  a  much-needed  market  incentive  into  an  oti 
hermetically  closed  system.  If  individual  schools  wer 
from  bureaucratic  and  fiscal  constraints,  they  coul 
vie  with  one  another  in  attracting  students.  They  w( 
ther  excel  and  build  better  programs  and  a  good  rep 
among  parents  or  fail,  see  their  student  body  dn 
face  the  conseiiuences. 

TEAM  SPIRIT  

The  private  sector  can  play  a  strong  role  in  fo 
competition.  Chris  Whittle's  $2.5  billion  scheme  for  b 
200  for-profit  schools  and  enrolling  2  million  kids  i 
more  grandiose  than  grand,  but  it  sure  has  rattled  tl 
of  the  education  establishment.  And  what's  wrong  w 
ideas  of  an  eight-hour  school  day,  using  interactive 
teaching,  or  instituting  a  longer  school  year?  The  U 
one  of  the  shortest  school  years  of  any  of  its  global  € 
ic  competitors.  His  plan  to  have  children  work  in  the 
ria  or  in  the  library  is  a  good  one.  Work,  like  sports 
es  discipline  and  team  effort.  In  Japan,  children  ha^ 
working  in  schools  for  decades.  j 

As  Lawrence  A.  Cremin  showed  in  his  Pulitzer 
winning  American  Education:  The  National  Erperieru 
1876,  education  in  the  U.  S.  has  always  involved  a  seri< 
stitutions  beyond  public  schools.  Families,  churches,  mi 
libraries,  and  newspapers,  as  well  as  private  and 
schools,  have  all  contributed  to  educating  the  you 
day,  TV  plays  a  major  role.  Each  institution's  contribul 
changed  over  the  years  as  the  economy,  society,  and 
ogy  have  changed.  It's  time  for  the  mix  to  change  a, 

Indeed,  public  schools  became  the  dominant  fa 
American  education  only  after  work  shifted  out  of  th 
to  the  factory  in  the  19th  century.  Parents  had  less 
teach  their  younger  children  skills  and  values.  Today, 
reer  families  and  single-parent  families  have  changed  t 
ily's  contribution  to  education,  with  the  schools,  botl 
and  private,  picking  up  the  slack.  Downsizing  and  de 
izing  would  breathe  new  life  into  the  country's  publi' 
system,  and  building  new,  high-tech  schools,  such  as 
suggests,  might  provide  new  resources  on  the  priva 
Anything  that  could  break  up  the  nation's  educational 
at  this  jKiint  is  good. 


PAGE  26 


viiy  1  lie  jc^cuiiuiiiy  vvuii  l  vjcl  ucllci  ouuii 

S  WEEK 
ptemtaer  ^,1 


ER21, 1992 


A  McGRAW-HILL  PUBLICATION 


P  1'^'  1.992 


ON  BILLIONAIRE 


^UMNER  REDSTONE 


IS  TURNING  VIACOM 


IHEHOnEST 


Lq 

^1 

-TV  NETWORK 

PAGE  56 


oiot>6  V3  3wv9Nnyng 

ay  asoywiad  08»? 
Ayvyan  ongnd  3wv9Nnyna 

0    t»Oi  26330       09TTT850T  2090 

P^0^^6   ilOia-SXXKXXXKXXXX 


What  happens  w 
refuses  to  accer 


At  Mercedes-Benz  we've  found  that 
by  eliminating  tlie  word  "can't"  from 
our  thinking,  seemingly  contra- 
dictory feats  of  engineering  can  be 
accomplished. 

Yriii1|||||^i1i  i^n  cars 
that  can  be  driven 

hard  and  expect  them 
to  last  a  long  time. 

In  designing  cars  to  meet  the  great 
strains  of  high-speed  Autobahn 
driving,  Mercedes-Benz  has  also 
managed  to  achieve  the  best  lon- 
gevity record  of  any  luxury  car  sold 
throughout  the  past  15  years.' 

In  all  aspects  of  car-making, 
Mercedes  tends  to  take  a  long-term 
view  of  things.  Even  the  odometer 
goes  up  to  999,999  miles  (as  opposed 
to  just  5  digits  on  many  cars). 

Mileage  is  a  point  of  pride  among 


Mercedes  owners.  Many  proudly  dis- 
play grill  badges  signalling  250,000, 
500,000  or  1,000,000  kilometers. 

And  while  there's  no  guarantee 
that  your  Mercedes  will  last  this 
long,  at  least  two  diesels  that  we 


know  of,  that  were 
well-maintained  and 
repaired  over  the  years,  have  logged 
more  than  a  million  miles. 

You  ISml  build 

—  

elegant  cars  that  also 
have  the  lowest  cost 
of  ownership. 

You'd  expect  a  finely-tuned  car  like  a 
Mercedes  to  be  temperamental.  Yet 
IntelliChoice  Inc.^  forecasts  that  the 
Mercedes  190E  2.3  and  300D  2.5  will 
have,  on  average,  the  lowest  cost  of 
ownership,  over  a  5-year  period,  of 
any  car  in  their  respective  class. 


You  ji^^buil< 

high  performan 
sedans  that  aL^ 
lead  the  way  in  S( 
technology. 

High  performance  cars  ge 
don't  provide  the  safety  fea 


more  conservatively-design 
But  Mercedes  couples  perftn 
and  safety  engineering. 

According  to  Automob 
azine:^  "The  SOOE's  handli 
acteristics  are  'best  in  the  v«f| 
its  safety  features  are  ar 
mosf  advanced. 

Every  Mercedes  incoij 
comprehensive  safety  syste. 
In  the  event  of  a  frontal ' 


the  forked  structural  meralxf 

i 


Based  on  registration  data  for  years  1 977-1 99 1.  ^  The  Complete  Car  Cost  Guide.  IntelliChoice,  Inc.,  San  lose,  CA.  I90E  2.3  rated  best  in  the  under  $40,000  luxury  class.  300D  2.5  rated  besliit] 

continuous  production,  1980-1989.  Airbags  are  supplemental  restraints.  Please  always  « 


a  car  company 


le  word  "can't"? 


to  channel  impact  energy 
1  the  passenger  cabin.  The 
mple  zone  deforms.  The 
ring  column  collapses.  The 

deployed  (in  the  case  of 
onta!  impacts)  to  cushion 


md  ujjper  body,  while  the 
y  Tensioning  Retractors 
3at  belt  slack.  Even  the 
lal  is  designed  to  swing 
the  driver's  foot.  All  in  a 
)f  a  second.  While  the 
5  are  cocooned  in  a  rigid 
,  pioneered  by  Mercedes. 

u^^jtf  build 
ars  that  are 
innovative  and 
iependable. 


until  the  "bugs"  are  worked  out.  But 
Mercedes  is  so  rigorous  in  its  testing 
that  new  inventions  tend  to  be  de- 
pendable from  the  start.  Like  the  5- 
point  multilink  suspension-the  most 
advanced  way  of  keeping  the  rear 
wheels  pointed  straight. 
_  r  And  roadster  seats  so 
strong  they  anchor  the  seat  belts  and 
shoulder  belts  (Autoweek  called  them 
"The  world's  most  innovative  seats").* 

You  jHHll^design 

cars  that  will  lool^ 
new  today  and 
classic  tomorrow. 

The  body  design  of  the  Mercedes  is 
evolutionary,  not  revolutionary. 

A  Mercedes  looks  the  way  it  does 
because  of  function,  not  vanity. 

That's  why  Mercedes-Benz  auto- 


often  causes  aggravation,     mobiles  grow  old  gracefully,  some 


of  them  even  becoming  classics. 

Vnii        build  a 
wide  range  of  models 
and  expect  them 

to  have  high 

resale  value. 

Mercedes,  on  average,  have  retained 
the  highest  percentage  of  long-term 
resale  value  of  any  car  line.'  So  no 
other  car  helps  you  buy  a  new 
Mercedes  like  an  old  Mercedes. 

The  current  300SL  is  forecast  to 
retain,  on  average,  75%  of  its  value 
five  years  from  now.'^ 

All  of  which  goes  to  prove  that 
with  Mercedes  you  don't  have  to  give 
up  anything  to  get  everything. 

For  information, call  1-800-747-8635. 


Sacrifice  nothing. 


node!  not  available  in  California).  ^Automobile  Magazine,  April  I0<I2.  ^Autoweek.  April  1992.  ^Urban  Science  Applications,  Inc..  1992.  Babied  on  analysis  of  resale  data  for  cars  in 
lenz  of  North  America,  Inc.  Montvale,  N.J.,  Member  of  the  Daimler-Benz  Group. 
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PRODUCTION 

Change  from  lost  week:  0,6% 
Change  from  last  year   1 .7% 

185  


1967=  100  (four-week  moving  overage) 

 I  Aug  29  I 

181.5 


LEADING 

change  from  last  week:  -0.2% 
Change  from  lost  year  2  2% 

220   
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Aug  22 

180. 5r 


215  . 


Aug.2< 
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Aug.  22 
213  2r 


5ept 
1991 


May 
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Sept 
1991 


May 
1992 


Aug 
1992 


The  production  index  increosed  for  the  week  ended  Aug  29  On  a  seasonally 
adjusted  basis,  output  levels  of  trucks,  electric  power,  and  paper  increased,  while 
auto,  crude-oil  refining,  and  coal  production  declined  Output  of  steel,  paperboard, 
and  lumber  and  rail-freight  traffic  were  unchanged  from  the  previous  week.  Before 
calculation  of  the  four-week  moving  average,  the  index  rose  to  182  7,  from  180.8 
For  all  of  August,  the  index  stood  at  181  5,  up  from  180  3  in  July 

BW  production  index  copyright  1992  by  McGraw.Hill  inc 


The  leading  index  tell  slightly  during  the  week  ended  Aug  29,  as  the  fina 
indicators  showed  future  weakness  in  the  economy  Lower  stock  prices,  higher  t 
yields,  and  deterioration  in  M2  growth  and  materials  prices  offset  a  drop  in 
number  of  business  failures  and  improvement  in  the  growth  of  real  estate  loans, 
fore  calculation  of  the  four-week  moving  average,  the  index  increased  to  21; 
from  212  3.  In  August,  the  index  dropped  to  212  7,  from  213.6  in  July 

Leoding  index  copyrigtit  1  992  by  Center  for  Internationa!  Business  Cycle  Reseorcti 


CmiMilinnESIil 


Latest 
week 

Week 
ago 

%  Change 
year  ago 

STEEL  |9/51thous.  of  net  tons 

1,644 

1,640# 

-0.9 

AUTOS  (9/5)  units 

97,576 

1  1  l,299r# 

5.5 

TRUCKS  (9/5)  units 

76,866 

88,256r# 

21.1 

ELECTRIC  POWER  (9/5)  millions  of  kilowatt-hours 

59,  795 

63,864# 

2.2 

CRUDE-OIL  REFINING  (9/5)thous.ofbbl./day 

13,1 17 

13,246# 

-7.5 

COAL  (8/29)  thous.  of  net  tons 

19,774# 

20,098 

-4  1 

PAPERBOARD  (8/29)  thous.  of  tons 

770.9# 

762  9r 

-4  8 

PAPER  (8/29)  thous.  of  tons 

765.0# 

740  Or 

-13 

LUMBER  (8/29)  millions  of  ft 

472  4# 

468  1 

-4.8 

RAIL  FREIGHT  (8/29)  billions  of  ton-miles 

21. 6# 

21.6 

4  3 

latest 

tweek 


Week 
ogo 


%  CI 
yet 


STOCK  PRICES  (9/4)  S&P500 


416.61 


412.84 


Sources:  American  Iron  &  Steel  Institute,  Word's  Automotive  Reports,  Edison  Electric  Institute, 
American  Petroleum  Institute,  Energy  Dept ,  American  Paper  Institute,  WWPA',  SFPA  ,  Association 
of  American  Railroads 


CORPORATE  BOND  YIELD,  Aaa  (9/4) 

7.93% 

7.97% 

INDUSTRIAL  MATERIALS  PRICES  (9/4) 

100.0 

98  7 

BUSINESS  FAILURES  (8/28) 

372 

407 

REAL  ESTATE  LOANS  (8/26)  billions 

$394  5 

$394.1 

MONEY  SUPPLY,  M2  (8/24)  billions 

$3,412.3 

$3,413.2r 

INITIAL  CLAIMS,  UNEMPLOYMENT  (8/22)  thous 

386 

383r 

Sources:  Standard  &  Poor's,  Moodys,  Journal  of  Commeice  (index:  1980=100),  Dun  ^ 
street  (failures  of  large  companies).  Federal  Reserve  Board,  Labor  Dept  CIBCR  seasonally 
data  on  business  failures  and  real  esfote  loans 


latest 
week 

Week 
ago 

Year 
ago 

JAPANESE  YEN  (9/9) 

123 

123 

134 

GERMAN  MARK  (9/9) 

1.41 

1.39 

1.69 

BRITISH  POUND  (9/9) 

1  98 

2.00 

1.73 

FRENCH  FRANC  (9/9) 

4  80 

4  73 

5  76 

CANADIAN  DOLLAR  (9/9) 

1  21 

1  20 

1  14 

SWISS  FRANC  (9/9) 

1  25 

1.24 

1.48 

MEXICAN  PESO  (9/9) 

3,046 

3,055 

3,048 

Sources:  Ma|or  New  York  banks  Currencies  expressed  in  units  per  U 
pound  expressed  m  dollars 

S  dollar,  exce 

pt  for  British 

latest 
week 

Week 
ogo 

%  Change 
year  ago 

GOLD  (9/9,  S/troyoz 

343  000 

340  450 

-0  7 

STEEL  SCRAP  (9/8)  »1  heavy,  S/ton 

92  50 

86.00 

-4  6 

FOODSTUFFS  (9/7)  index,  1967=100 

201.2 

198  1 

-19 

COPPER  (9/5)  c/ib 

1  15.0 

117  0 

5  9 

ALUMINUM  (9/5)c/lb 

59.5 

59  9 

2  6 

WHEAT  (9/5)  #2  hord,  $/bu 

3  50 

3.39 

8  0 

COTTON  (9/5)  strict  low  middling  1-1/16  in 

C/lb  54.32 

56.23 

-17  0 

Sources:  London  Wednesday  final  setting,  Chicago  market.  Commodity  Research  Bureau,  Metals 
Week,  Kansas  City  market,  Memphis  market 

I  MONTHiy  ECONOMIC  INMOHORS 

latest 

Month  % 

month 

ago  yi 

BUSINESS  WEEK  PRODUCTION  INDEX  (Aug  ) 

181.5 

180.3r 

BUSINESS  WEEK  LEADING  INDEX  (Aug  ) 

212.7 

213. 6r 

EMPLOYMENT,  CIVILIAN  (Aug  )  millions 

117  7 

1  17.8 

UNEMPLOYMENT  RATE,  CIVILIAN  (Aug) 

7.6% 

7.7% 

Sources:  BW,  CIBCR,  BLS 

i:i.!!hMUl.'lt!!^.W.ri«H^H^H 

Ldtcst 
week 


Week 
ago 


yol 


MONEY  SUPPLY,  Ml  (8/24) 


$972.1 


BANKS'  BUSINESS  LOANS  (8/26) 


275.1 


$975. 3r  I 
276.5r  » 


FREE  RESERVES  (9/2) 


914 


572r 


NONFINANCIAL  COMMERCIAL  PAPER  (8/26) 


136  3 


138  3 


Sources:  Federal  Reserve  Board  (in  billions,  except  for  free  reserves,  which  ore  express  of 
two-week  period  in  millions) 


1  MONEY  MARKET  RmS    '  ' 

latest 

Week 

week 

ago 

ti 

FEDERAL  FUNDS  (9/8) 

3  13% 

3.39% 

it 

PRIME  (9/9) 

6  00 

6.00 

)0 

COMMERCIAL  PAPER  3-MONTH  (9/8) 

3  18 

3.41 

58 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (9/9) 

3  08 

3.32 

SO 

EURODOLLAR  3-MONTH  (9/5) 

3  36 

3.36 

Sources:  Federal  Reserve  Board,  First  Boston 


fiRow  data  in  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart),  other  components  (estimated  and  not  listed)  include  machinery  and  defense  eqi  " 
I  -  V'estern  Wood  Products  Assn.     2  =  Southern  Forest  Products  Assn      3  ^  Free  market  value     NA  =  Not  available     r  =  revised     NM  ^  Not  meoningful  _ 
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\  NEW  LEVEL  OF  PERFECTION  IN 
SWISS  WATCHMAKING. 


Concord,  Concord  logci,  Concord  Manner  are  registered  trademarks. 


INTRODUCING  THE 
ONCORD  MARINER  500  WATCH. 


The  meticulously 
ground  and  diamond 
polished  sapphire 
crystal  is  completely 
curved  to  follow  the 
contour  ot  the  he: 


The  polished  Roman 
numerals,  hand-set 
with  minute  pms,  are 
curved  to  follow  the 
distinctly  curved  bezel 
and  sapphire  crystal. 


The  hand-polished 
and  carved  18  karat 
gold  bezel  is  distinctly 
curved  to  follow  th 


No  other  watch  in  the  world  is  constructed  with  such  precise 
attention  to  detail  and  designed  with  such  consideration  ot  perfect  tit. 
The  Concord  Mariner  500  Watch  in  18  karat  gold  or  18  karat  gold  and  stainless  steel 
is  truly  the  tine  line  between  sculpture  and  engineering. 

CONCORD  ^MARINER 
500 


TOURNEAU 


4E  1 


A  GODSEND 

THAT'S  GOING,  GOING... 


BRITAIN 


An  hour  and  a  half  out  of  Aber- 
deen, the  Hawker  Siddeley  turbo- 
prop circles  in  on  a  tiny  airstrip 
at  the  northern  tip  of  Shetland's  Main- 
land Island.  Below,  a  wind  sock  blows  in 
the  breeze  as  a  rare  ray  of  sunlight 
casts  the  plane's  shadow  on  the  damp 
tarmac.  In  Shetland,  the  saying  goes, 
the  sun  shines  only  between  the  rains. 

About  a  mile  from  the  airport,  in  this 
outpost  of  Britain  roughly  equidistant 
from  Scotland  and  Norway,  lies  the  Sul- 
lom  Voe  oil  and  liquefied-gas  terminal. 
Europe's  largest,  it  handles  1 
million  barrels  of  oil  a  day, 
more  than  half  of  Britain's  to- 
tal oil  output.  Each  year,  500 
or  more  tankers  pass  through 
the  "Voe" — one  of  hundreds 
of  inlets  sculpted  during  the 
last  Ice  Age — picking  up 
North  Sea  oil.  Even  the  tiny 
Scatsta  airport,  which  handles 
human  traffic  to  and  from  the 
terminal,  hums  with  activity. 
RARE  BIRDS.  But  there  are 
signs  that  this  busy  corner  of 
the  Shetland  Islands  is  slow- 
ing down.  One  of  the  four  loading 
jetties  at  the  l,00()-acre  site  has 
been  decommissioned,  along  with 
part  of  the  plant  itself.  In  the  local 
pubs,  there  is  talk  of  layoffs.  The 
oil  is  beginning  to  run  out. 

Until  1970,  when  the  first  off- 
shore-exploration licenses  were 
granted  for  the  East  Shetland  Ba- 


sin, life  in  the  islands  hadn't  changed 
much  in  three  centuries.  There's  little 
arable  land  on  the  100-island  archipela- 
go, so  people  scratched  out  a  living  from 
herding  sheep  or  from  fishing.  The  sea 
has  sustained  the  islanders  as  far  back 
as  neolithic  times. 

The  Shetlands  are  so  remote  that  no 
one  from  the  outside  world  pays  much 
attention  to  them  except  for  the  occa- 
sional times — during  the  two  world  wars 
or  when  the  herring  ran  strong — when 
they  become  strategically  or  commercial- 
ly important.  With  the  oil 
AREAOF  boom,   the  population 

-  DETAIL 
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jumped  from  17,000  to  23,000.  Tli 
days,  the  population  swells  only  wjii 
word  gets  out  that  a  rare  bird — the 
lands  are  home  to  about  400  specie 
has  been  spotted.  Then,  birders,  ca 
"twitchers,"  flock  here. 

The  sea  is  never  more  than  th 
miles  away.   In  the  tiny  town 
Scalloway,  from  whose  name,  accord 
to  locals,  the  term  scalawag  is  derive 
peek  into  The  Fisherman  pub,  which 
at  the  edge  of  a  harbor  dotted  with  f 
ing  boats.  A  gregarious  old  fishern 
demands  that  I  stay  so  he  can  buy  m 
pint  of  the  local  ale.  Then,  he  signals 
bartender  to  bring  out  a  bigger  tr< 
raw  shrimp  netted  that  morning.  To 
sure,  I  have  misgivings  about  eat 
shrimp  raw — but  not  after  the  f 
taste.  Here  was  a  plastic  bag  full  of 
jumbo  crustaceans  worth  $20  or  mor 
That  the  locals  eat  shrimp  raw  is 
keeping  with  their  character.  They'r 
mix  of  hardy  Norse  and  savvy  Sci 
The  Shetlanders  have  survived 
king  invasions,  shipwrecks, 
the  "clearances"  of  the  eai|^ 
1800s,   when   landowners  kicki 
tenants  from  the  farms,  or  crot, 
leaving  them  to  emigrate  r 
starve.  Many  Shetlanders  saill 
for  New  Zealand.  The  only  or5 
not  affected  were  living  on  la! 
controlled  by  ancient  Norse  kiw 
TRUST  FUND.  So  it  isn't  surprisi; 
that  they  viewed  the  oil  windfl 
very  pragmatically.  Almost  sii' 
the  day  the  word  got  out  tl - 
there   were   undersea   oil  fieh 
nearby,  Shetlanders  have  preparl 
themselves  for  the  day  the  I 
would  run  out.  For  starters,  th' 
cut  some  hard  bargains  with  B 
Oil.  British  Petroleum,  Chevn 
Shell,  and  30  other  compani 
were  taxed  heavily:  The  procee 
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add  up  to  42'/'  of  the  islands'  budget  this 
year.  Plus,  the  companies  were  forced  to 
pay  a  "disturbance  fee" — for  disrupting 
the  area's  stability — for  every  barrel  of 
oil  handled  at  the  terminal.  The  fees 
have  been  deposited  in  a  fund  held  in 
trust  for  the  community  that  has  grown 
to  more  than  $200  million.  Islanders  also 
received  training  for  jobs  at  the  terminal 
or  on  the  offshore  rigs — training  that 
could  be  of  use  in  the  post-oil  future. 

By  the  end  of  the  decade,  when  the 
current  rent  agreement  between  the  ter- 
minal and  the  Shetland  Islands  Council 
(SIC)  expires,  BP,  the  terminal's  operator, 
estimates  that  the  total  amount  of  oil 
passing  through  the  terminal  will 
have  shrunk  to  around  300,000 
barrels  a  day,  compared  with  a 
mid-1980s  peak  of  1.5  million  bar- 
rels. That  will  probably  make  the 
operation  unprofitable. 

Although  exploration  is  con- 
tinuing west  of  the  Shetlands, 
the  amount  of  oil  likely  to  be 
discovered  may  not  be  enough  to 
justify  keeping  Sullom  Voe  open. 
In  1995,  BP  and  its  82  partners 
must  begin  negotiations  over  the 
terminal's  future.  At  the  md- 
ment,  things  look  grim. 
FISH  FARMS.  BP  has  begun  demol- 
ishing some  oil-worker  housin- 
It  also  has  hired  an  outplacemeni 
firm  and  set  up  a  program  to 
smooth  the  process  of  attrition. 
This  year,  about  a  dozen  workei-s 
already  have  opted  for  early  re- 
tirement. By  2000,  the  staff  of 
550  permanent  employees  at  the 
terminal  should  be  halved. 
"There  is  a  generation  that  cer- 
tainly won't  see  the  end  of  their 
working  lives  here,"  says  Linda 
Riddell,  bp's  employee-relations 
sujjerintendent. 

Overall,  job  losses  from  the 
terminal  and  related  services  are 
expected  to  total  at  least  1,000 — 
double  that  if  alternative  employment 
isn't  found.  The  council  expects  a  cpiar- 
ter  of  those  laid  off  to  leave  the  island. 

For  an  economy  that  subsisted  on 
fishing  and  sheep  for  hundreds  of  years, 
the  effect  of  oil  was  predictaljle.  In  the 
two  decades  since  exploration  began,  in- 
dustrial out|)Ut  more  than  tripled,  to 
$560  million  a  year,  while  the  tax  base 
skyrocketed.  In  the  early  1970s,  the  local 
tax  base  was  around  $500,000  in  1971 
dollars,  compared  with  a  peak  of  $132 
million  in  the  mid-1980s.  This  year  alone, 
BP  will  pay  some  $80  million  in  taxes, 
rent,  harbor  dues,  and  disturbance  |)ay- 
ments — close  to  $3,500  for  each  islander. 
About  157'  of  Shetlanders  who  are  em- 
ployed work  in  the  oil  industry.  But  an 
additional  257'  to  307  depend  on  the  ter- 


minal, oil,  marine  services,  and  air  ser- 
vices, says  Andrew  Blackadder,  an  offi- 
cial at  the  SIC  development  department. 

Now,  the  council  is  bracing  itself  for 
the  downturn.  An  Edinburgh  consultan- 
cy has  been  hired  to  assess  the  impact 
and  make  recommendations.  Meanwhile, 
the  council  has  set  up  a  development 
forum  with  key  industry  players  to  come 
up  with  suggestions.  "The  uncertainties 
are  so  great  we  can't  sit  back  and  do 
nothing,"  says  Blackadder. 

The  council  is  encouraging  operators 
of  fish  farms  to  stock  up  with  other 
kinds  of  fish  besides  salmon,  such  as 
turbot  and  halibut.  And  it's  urging  fish 


IN  SCALLOWAY:  BACK  TO  THE  BASICS  OF  FISHING  AND  FARMING 


[processors  to  find  ways  of  making  low- 
value  fish  such  as  grenadiers  and  or- 
ange roughie  more  palatable. 

Meanwhile,  a  new  $13  million  school, 
the  North  Atlantic  Fisheries  College,  has 
!)een  set  up  to  train  people  in  aquacul- 
ture,  fish-processing,  marine  engineer- 
ing, and  seamanship.  "It's  an  attempt  to 
keep  in  the  forefront  of  what  is  happen- 
ing in  the  industry,"  says  Blackadder. 

The  council  also  is  lobbying  both  Par- 
liament and  the  European  Community 
for  protection  against  competition  and 
the  inevitable  overfishing  that  will  occur 
if  the  Shetlands  coast  is  completely 
opened  to  outsiders  when  the  bT  open 
market  takes  effect  next  year. 

With  the  islands  already  overgrazed 
and  the  market  for  lamb  and  fleeces 


chronically  depressed,  most  of  the  locals" 
agree  that  there  is  little  that  can  be  done 
to  improve  the  fortunes  of  crofting.  Nev- 
ertheless, the  council  is  trying  to  boost 
the  knitwear  industry  by  protecting  the 
Shetland  brand.  That  has  meant  comingi 
up  with  a  new  trademark  for  Shetland- 
made  products  to  counter  fake  "Shet- 
land" knitted  goods  produced  elsewhere 
Up  north,  on  the  island  of  Unst,  Laura 
Baisley  has  started  a  small  cottage  proj- 
ect known  as  Isles  Telecroft  to  train  peo- 
ple in  word  processing  and  other  jobs 
that  can  be  accomplished  remotely  wath 
computers,  fax  machines,  and  phones.  A 
former  crofter  who  acquired  her  techno- 
logical skills  through  a  corre- 
spondence course,  Baisley  is  lob- 
bying the  council  to  take 
greater  interest  in  the  idea.  She's 
also  pressuring  British  Telecom- 
munications PLC  to  install  a  digi- 
tal line.  "We  could  put  some  very 
skilled  and  talented  people  in 
touch  with  employers,"  she  says, 
Blackadder  says  the  council  is 
primarily  concerned  with  increas- 
ing the  value  of  basic  industries, 
That  doesn't  mean  new  projects 
are  out.  He  says:  "We're  going 
to  have  to  go  for  new  opportuni- 
ties to  fill  the  gap  because  the 
traditional  industries  can't  do  it." 
In  the  end,  though,  many  people 
may  simply  have  no  alternative 
l)ut  to  return  to  crofting  or  fish- 
ing and  either  learn  to  live  on 
less  or  use  their  savings  from  oil. 
NICE  ROADS.  Says  Hazel  Gifford, 
development  manager  for  Shet- 
land Enterprises,  a  small,  gov- 
ernment-funded outfit  that 
also  looking  into  the  future:  "If 
you're  earning  $50,000  a  year 
and  paying  $200  [a  month]  rent, 
there's  a  lot  of  scope  for  saving. 
I  hope  people  aren't  being  silly 
and  spending  it." 

Meanwhile,  the  island  will  still 
have  its  amenities.  "The  wealth  that  oil 
has  generated  has  meant  there's  indus 
try,  sports  facilities,  nice  roads,  and 
good  schools.  They'll  still  be  here  after 
the  oil  is  gone,"  says  Gifford. 

North  of  Laura  Baisley's  Unst  lies 
Muckle  Flugga,  a  rocky  outcropping 
with  a  lighthouse  run  by  three  men.  Be 
yond  Muckle  Flugga  is  an  even  smaller 
outcropping.  Out  Stack — the  end  of  Brit- 
ain. Ask  the  men  in  the  lighthouse  what 
will  happen  when  the  oil  runs  out,  and 
they'll  probably  just  shrug.  They'll  no 
doubt  keep  the  beacon  lit  and  reckon 
that  after  a  while  everything  on  land 
farther  south  will  fall  back  into  place. 

STEPHANIE  COOKE 
Cooke  is  a  former  McGraw-Hill  eorrespon- 
dent  based  in  London 
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JUST  ONE  OF  THE  REASONS  WE  CARE  SO  1 


Just  think.  You're  driving  along  with  the  top  down 
and  the  wind  in  your  hair.  Wonderful. 

Now  think  again.  The  wind  around  your  hair  may 
not  be  as  fresh  as  you'd  like.  Not  so  wonderful. 

But  you  can  enjoy  the  unique  experience  of 
driving  a  Saab  900  convertible  without  being  con- 
cerned about  the  environment  because  of  all  the 
consideration  we've  given  to  it. 

Our  innate  belief  in  preserving  the  environment 
permeates  every  stage  in  the  design  of  a  Saab.  Our 


unique,  climate-related  emission  control  system  t 
does  nothing  to  compromise  performance.  Yet  it 
cuts  out  50%  more  hydrocarbons  than  a  conventijt 
nal  catalytic  convertor  as  well  as  25%  more  carbo 
monoxide  and  20%  more  of  the  nitrogen  oxides 
because  it  begins  working  at  lower  temperatures, 
so  often  the  case  during  short  journeys  which  are 
the  most  frequent. 

If  you're  one  of  those  drivers  who's  grown 
accustomed  to  the  cramped  conditions  and 
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SAAB  900  TURBO.  OVERTAKING  PERFORMANCE  0-60  MPH  9  I  SEC   FOR  MORE  INFORMATION:  IN  THE  USA,  C/,l 


ABOUT  AIR  POLLUTION. 


ound  impracticality  of  most  convertibles,  the 
5  900  will  come  as  a  breath  of  fresh  air 
,  can  carry  four  passengers  and  their  luggage  in 
iplete  comfort.  And  should  the  weather  get 
ler  (and  it  can  get  very  cool  indeed  in  Sweden) 
automatic  top  is  multi-layered  to  give  better 
-mal  protection  than  you'd  expect  from  even 
ird  top. 

Jnfortunately  everyone  doesn't  drive  a  Saab, 
f  you're  driving  the  900  convertible  when  the 


air's  not  as  clean  as  it  should  be,  we'd  advise  you 
keep  the  top  up,  because  Saab's  ventilation  system 
has  a  filter  so  efficient  it  can  trap  even  the  minu- 
scule pollens  that  cause  hay  fever. 

So  you  can  enjoy  the  clean  air  of  Sweden 
wherever  you  may  drive. 


lUTSIDE  THE  USA  WRITE:  SAAB  RESPONSE  SERVICE,  S-461  80  TROLLHATTAN,  SWEDEN  FAX:  +46  155  2180  00 
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When  the  Career  Gets  a  Boost 


cv\  title  going  vip  on  tlie 
office  door?  Or  maybe  it's 
a  change  ot  jobs.  Definitely 
events  to  commemorate. 
Lunches  and  gifts  from 
chums,  flowers  from  the  spouse, 
kudos  from  the  boss,  complimen- 
tary notes  h"om  business 
acquaintances  are  all  vvel-  g 
come,  and  well-deserved.  | 
Why  not  kick  back  for  a  * 
moment  and  enjoy  the  view  i 
from  the  next  rung  up  on  i 
the  career  ladder?  J 
1  Oday  the  style  in  which  { 
we  celebrate  a  career  move  I 
ma\'  tliffer  considerably  i 
from  practices  that  were  | 
customary  only  a  few  years  f 
ago.  In  the  high-tTying  | 
atmosphere  of  the  80s, 
events  and  gifts  honoring 
business  triumphs  tended  to 
be  prodigal,  even  profligate. 
A  promotion  would  have 
prompted  an  outpouring  of 
fun  and  games  that  might 
have  lasted  for  days. 

But  in  the  uncertain  eco- 
nomic climate  of  the  ^Os, 
ostentatious  commemora- 
tions may  no  longer  be 
politically  correct.  After  all, 
some  friends  may  not  be 
able  to  share  wholeheartedly 
in  the  festivities,  especially  if 
they  have  had  to  sweat  out 
successive  staff  cuts  while 
the  recession  has  been  blow- 
ing through.  As  a  result,  cel- 
ebrations with  less  fanfare 
are  the  ortler  of  the  ilay. 
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downscaled.  Instead  of  big  blowouts, 
e.vquisite  little  pleasures  are  the 
current  payoff  of  preference  for  a 
job  well  done. 

Popcorn  calls  these  perfect  little 
rewards  the  "small  indulgences." 
We've  always  craved  them,  but  now 


swept  out  with  the  80s.  Now  less 
is  more — it's  less  glitz,  and  more 
quality  that  counts. 

SUBSTANTIAL  CONCERNS 

Because  of  the  preference  for  real 
substance  in  uncertain  times,  class 
acts  in  giftgiving  have  come 
to  the  fore.  Instead  of  cham- 
pagne for  the  whole  staff,  a 
new  vice-president  might  be 
given  a  single,  very  good 
bottle  of  Bordeaux  to  share 
with  a  spouse  or  friend. 

Dawn  Bryan,  corporate 
consultant  and  author  of 
The  /in  iiiid  Etiquette  of  Gift 
Giving  (Bantam  Books, 
1^87),  verifies  that  in  the 
90s,  quality  has  become  the 
key.  Personal  preference 
is  also  highly  prized  in  a 
climate  that  cherishes  cus- 
tomization. Small  memen- 
'  tos,  carefidly  chosen,  are 

more  likely  to  turn  up  than 
a  deskful  of  presents  that 
are  showy,  but  unreflective 
of  the  recipient's  taste. 
Likewise,  sensitivity  is  as 
important  as  humor.  Gags 
that  were  meant  for  general 
fun  before  are  now  more 
often  specifically  modified 
to  suit  the  promotion  and 
the  person. 


Spend  Your  Birthday  With  The  Ones  You  Love 

To  send  (y.diva  call  1-800-643-1579 


SMALL  INDULGKNCES 

f  aith  Popcorn,  intrepid  forecaster  of 
modern  trends,  says  in  her  recent 
book.  The  Popaini  Repoit  (Doubleday, 
19<M),  that  luxury  has  not  been 
declared  off  limits — it's  just  been 


GODIVA 


we  require  them;  their  very  smallness 
has  l)egun  to  define  our  point  of 
view.  Lifestyles  have  been  modified 
to  avoid  the  f)nus  of  the  glaringly 
conspicuous  consumption  that  was 


TAKING     A  BOW 

Success  in  one's  career  is 
doubly  significant  in  the 
currently  sluggish  business 
climate.  It  means  that  a  per- 
son is  moving  ahead  against 
the  odds.  (Celebrating  such 
hard-won  triumphs  will  never  go 
out  of  style.  Today,  however,  accom- 
plishments (jf  this  caliber  find  their 
true  expression  in  the  enjoyment  of 
those  small,  exquisite  indulgences.  ^ 
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EMPLOYEES— NOT  GURUS— SHOULD 
HAVE  MANAGEMENT'S  EAR  

Your  article  "Management's  new  gu- 
rus" (Cover  Story,  Aug.  31)  dis- 
cusses America's  new  breed  of  manage- 
ment consultants,  who  earn  large  sums 
of  money  by  advising  companies.  It  con- 
cerns me  to  see  that  so  many  big-name 
companies  require  such  services,  when 
most  of  their  problems  could  be  solved 
by  listening  to  their  employees.  Until 
more  companies  wake  up  and  listen  to 
their  workers,  no  amount  of  private  con- 
sulting will  solve  their  problems. 

Paul  Falkler 

Pasadena,  Md. 


While  [management 
thinkers']  ideas 
covered  many  areas,  from 
organizational  architec- 
ture to  time-based  compe- 
tition, I  was  surprised  to 
see  so  little  attention  paid 
to  managing  employees. 
To  suggest  that  "the  key 
resource  of  business  isn't 
capital,  personnel,  or 
plant,  but  knowledge  and 
information"  is  to  deny 
an  important  truth.  Peo- 
ple— the  appliers  and  creators  of  knowl- 
edge and  information — have  been  and  al- 
ways will  be  integral  to  success.  By 
diminishing  their  role,  we  ensure  that 
Corporate  America  will  never  achieve 
the  greatness  within  its  reach. 

Kelly  Blake  Morgan 
Evanston,  111. 

■ thought  it  interesting  how  "manage- 
ment gurus"  use  their  nonbusiness 
education  and  training  in  formulating  or- 
ganizational improvement  theories.  Since 
business  covers  a  wide  variety  of  activi- 
ties, it  makes  sense  to  supplement  busi- 
ness theory  with  practical  nonbusiness 
theory.  However,  I've  found  that  all  too 
often  supervisors  and  managers  have 
very  little  business/management  train- 
ing and  depend  too  heavily  on  theories 
or  experience  from  nonbusiness  fields. 

Managers  with  degrees  in  political  sci- 
ence who  "networked  their  way  to  the 
top"  and  supervisors  who  treat  their  em- 
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ployees  as  children  are  the  ones  hurting 
organizational  improvement.  The  prob- 
lem is  perpetuated  as  these  managers 
and  supervisors  hire  only  those  with  lit- 
tle business  experience  and  degrees  in, 
for  example,  history  or  music.  This  way 
the  ineptness  won't  be  detected,  and  the 
newly  hired  are  taught  to  play  office 
politics  and  cued  to  do  little  besides 
maintain  the  status  quo. 

Gregory  J.  Bownik 
Maple  Grove,  Minn. 

The  assertion  that  "all  the  focus  on 
leadership  was  wrong  because  it  un- 
dermined the  concept  of  empowerment" 
is  misleading.  True  leadership  is  not 
about  stifling  and  under- 
mining empowerment. 
True  leaders  realize  that 
the  people  who  perform 
the  job  will  be  the 
sources  of  new  and  cre- 
ative ways  to  meet  the 
needs  of  their  customers. 
And  the  true  leader  uses 
his  or  her  authority  to 
support  the  effort  and 
eliminate  organizational 
obstacles. 

Paul  E.  Schwetz 
St.  Louis 


With  all  due  respect  to  the  "gurus," 
I  found  your  story  to  be  an  indict- 
ment of  modern  business  management. 
Such  phrases  as  "conceptual  framework 
to  escape  linear  thinking"  and  "congru- 
ence models  of  autonomous  work  teams 
in  high-performance  work  systems"  are 
just  the  type  of  "business-speak"  that 
permits  top  management  to  escape  ac- 
countability and  obfuscate  responsibility. 
They  are  akin  to  the  total-quality  man- 
agement programs  that  promote  slogan- 
eering and  consensus  at  the  expense  of 
individual  action  and  responsibility. 

Robert  S.  Banks 
New  Canaan,  Conn. 

Your  slam  of  The  One-Minute  Man- 
ager as  "happy-talk  evangelism" 
missed  an  important  point.  Management- 
guru  wisdom  works  if  it  can  be  effec- 
tively understood  and  operationalized  at 
the  level  of  first-line  supervisors.  The 
One-Miyiute  Manager  may  not  be  as 
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For The  Student 
Serious  About  Racing... 
And  Tlie  Non-Racer 
Serious  About  Learning! 


The  Skip  Barber  Racing  School  has  the 
most  comprehensive  ladder  to  success  in 
the  racing  industry.  We  have  programs  for 
drivers  of  all  speeds  including: 

•  Introduction  to  Racing 

•  Three  Day  Competition  Racing  School 

•  Car  Control  Clinics 

•  Lapping  Sessions 

•  Formula  Ford  Race  Series 


m  Btm/ Skip  Barber 

1W»  ADVANCED  DRIVING  SCHOOL 

You'll  explore  the  limits  of  vehicle  dynamics 
and  learn  the  art  of  car  control  from  pro- 
fessional drivers.  From  behind  the  wheel 
of  a  high  performance  BMW  3251  driving 
machine,  the  emphasis  is  on  driving 
technique -not  racing.  Our  one  and  two 
day  programs  are  guaranteed  to  produce 
better,  safer  drivers. 

Over  20  Ijicatlons  From 
Coast  To  Coast 


V 


SPECIAL  OFFER  FOR  WINTER'  PROGRAMS 
IN  CALIFORNIA  AND  FLORIDA! 

Book  your  Three  Day  Competition  School 
or  One-  or  Two-Day  BMW  Advanced  Driving 
School  by  October  30,  1992  and  receive 
a  100/0  Early  Enrollment  Discount! 


■rmet  v^id  on  programs  tick)  betwen  Nwemtier  1  1992  and  February  28, 1991 
Call  or  wnle  today  tor  our  free  1992  course  catalog  and  school  dales 

EASTERN  HEADQUARTERS: 

Skip  Barber  Racing  School 
Route  7  /  Canaan,  CT  06018  /  (203)  824-0771 
WESTERN  HEADQUARTERS: 

Skip  Barber  Racing  School 
Sears  Point  International  Raceway 
29355  Amoi  j  Dnve  /  Sonoma,  CA  95476  /  (707)  939-8000 

Video  Brochure  and  Gift  CeHificates  Available 


ort 


cognitively  complex  as  systems  thinking 
offered  by  MIT  engineering  types,  but 
the  book  offers  an  effective,  understand- 
able program  based  on  important  princi- 
ples of  goal-setting  and  feedback. 

Chad  T.  Lewis 
San  Francisco 

Your  story  dealt  with  management 
consultants'  concepts  used  by  large 
corporations  and  with  management  con- 
sultants with  specialized  approaches  for 
smaller  companies  and  organizations. 

With  their  limited  resources,  [smaller 
companies]  can  only  gradually  absorb, 
digest,  and  implement  change.  However, 
over  time,  these  incremental  improve- 
ments contribute  substantially  to  the 
overall  progress  of  the  organization. 

Laddie  F.  Hutar 
Glenview,  111. 

FOR  COST-EFFECTIVE  HEALTH  CARE, 
DON'T  HEGLECT  HURSIHG  

■ agree  that  "Public  health  is  in  a  bad 
way"  (Science  &  Technology,  Aug.  17) 
but  you  ignored  a  major  sector  of  health 
care  that  is  cost-effective  and  provides 
primary,  low-tech,  and  inner-city  care  to 
those  most  in  need:  nurses. 

Medical  journals  have  published  stud- 
ies demonstrating  the  diagnostic  certain- 
ty, quality  enhancement,  and  effective, 
efficient  primary  care  that  advanced- 
practice  nurses  provide.  All  states  cur- 
rently reimburse  advanced-practice  nurs- 
ing services,  and  41  states  authorize 
prescriptive  privileges  for  these  nurses. 

Why  should  a  medical  student,  who 
incurs  three  times  the  cost  of  a  nursing 
student,  confine  a  career  to  primary 
care,  which  is  not  very  lucrative?  And 
why  should  the  public  pay  three  times 
the  bill  (both  in  educational  subsidies 
and  in  salaries)  to  physicians  for  services 
provided  equally  well  by  nurses? 

Mary  0.  Mundinger 
Dean  &  Professor 
Columbia  University  School  of  Nursing 

New  York 

BUSH  IS  ALREADY  INVESTING 

IN  HUMAN  CAPITAL  

In  regards  to  "We  should  focus  on  hu- 
man capital,  not  capital"  (Economic 
Viewpoint,  July  27),  Alan  S.  Blinder 
overlooks  the  investments  in  human  cap- 
ital that  are  already  under  way  in  the 
Bush  Administration — investments  that 
I  am  convinced  ,wil]  lead  to  the  very- 
productivity  Blinder  desires.  Blinder 
states,  correctly,  that  there  are  three 
ways  to  "boost  output  per  hour" — im- 
prove technology,  accumulate  private 
capital,  or  improve  work-force  quality. 
Fortunately  for  our  nation.  President 


CORRECTIONS  &  CURIFICATIOHS 

"Is  Sony  finally  getting  the  hang  o 
Hollywood?"  (The  Corporation,  Sept. ' 
contained  some  errors.  When  the  stor 
described  the  departure  of  Columbi 
Pictures'  production  head,  we  were  re 
ferring  to  former  Chairman  Fran 
Price,  not  Michael  Nathanson,  pres 
dent  of  worldwide  production,  who 
still  there.  The  correct  title  of  one  c 
Columbia's  upcoming  movies  is  Brai 
Stoker's  Dracula.  That  movie  shou! 
have  been  included  in  the  list  of  film 
slated  for  this  fall,  in  place  of  Age  c 
Innocence,  which  has  been  delayed 

In  "Toyota:  Oh,  what  a  rotten  feeling 
(In  Business  This  Week,  Sept.  7)  w 
incorrectly  stated  Toyota  Motor  Corp. 
revenues  and  earnings  for  the  fiscs 
year  ended  June  30.  Toyota's  actu; 
aftertax  profit  was  $1.9  billion  on  revi 
nues  of  $81.3  billion. 


Bush  has  built  his  economic  grow 
strategy  around  all  three  goals:  capil 
incentives,  dramatic  investments  in  tec 
nology,  and  human  resources.  He  recc 
nizes  the  importance  of  a  well-train 
and  productive  work  force,  and  his  n 
ord  shows  it.  This  spring,  the  Preside 
designated  six  states — among  the 
Maine — to  develop  and  pilot  youth-i^ 
prenticeship  programs  that  can  be  rej. 
cated  nationwide.  He  has  introduced 
comprehensive  youth-apprenticesh 
plan  to  back  up  his  vision  for  our  natic 
And  he's  right  about  youth  apprentici 
ship,  because  for  too  long  our  educatil 
system  has  failed  the  majority  of  o! 
kids  who  are  not  enrolled  in  college  pi 
paratory  classes.  President  Bush's  J 
Training  2000  initiative  will  untangle  t 
web  of  training  options  currently  avj 
able:  creating  one-stop  shopping  for  \ 
cational  training;  certifying  prograi 
that  meet  the  needs  of  local  industrii 
and  offering  vouchers  to  help  worke 
get  the  training  they  need. 

John  R.  McKernan  , 
Augusta,  IV 

Editor's  note:  Governor  McKemanf' 
national  chairman  of  the  Educati 
Commission  of  the  States,  Jobs  j 
America's  Graduates,   and  Natiori^ 
Governors  Association  Committee 
Human  Resources. 

HOW  TO  KEEP 

INVESTMENT  FUNDS  AT  HOME 


Regarding  "0.  K.,  I  was  wrong.  ^  ^ 
do  need  to  stimulate  the  econom 
(Economic  Viewpoint,  Aug.  24),  the 
vestment  credit  should  be  limited 


6  BUSINESS  WEEK/SEPTEMBER  21,  1992 


1 


n.  The  sun  rises  on  the  is- 
of  Jora,  shining  down  on  ti 
I  travelling  the  Surobayii- 
osono  line.  The  track  circuits 
>urs.  A  jew  hours  later,  the 
'  sun  rises  orer  our  /jower 
on  at  Mers  El  lladjadj.  Alge- 
\nd,  later  still,  orer  our  gco- 
nal  fjlonis  in  Middlelairn. 
^ornid.  Hour  aflcr  hour,  the 
rises  orer  our  (ichiereiiient s 
)  couul ries.  In  31)  o/  these  we 
estahlished  sales  and  pro- 
ion   organiza I iDUs.    lie  at 


WITHOUT  MOVING  AN  INCH 
WE  SEE  THE  SUN  RISE 
70  TIMES  A  DAY. 


ANSALDO 


INDUSTRY  POWER  TRANSPORTATION 


Ansalilo  are  world  leaders  in 
elec  t  roiiieiha/i  I  IS.  II  e  kniiw  how 
III  coniliine  iidrani  ed  design  and 
loiisl riict ioiiiil  aliililv.  fle.iihly. 
riial 's  hoir  ire  are  aide  hi  sui>/>h- 
sjiecijie  sill  II I  III  II  s  /ill  I II  d  II  s  I  ry. 
jxiirei  and  1 1  a  ii  sjiiii  I  a  1 1  mi .  fields 
united  l>\  a  eiiiii  iiiiiii  strate- 
gic risiiiii.  hased  nil  adra ii ced 
tecliniiliigw  research,  and  llie 
i/ualit\'  iij  our  hiiiiiaii  i  isini  rces. 
Stop.  null',  and  think:  at  this 
instant,  siniiewherc  in  the  irurld. 
the  sun   is  risiiii'  on  An  soldo. 
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cotpomtejet 

It  appears  that  the  company  mail  cart  has  quietly 
become  a  vehicle  of  runaway  abuse. 

TheWall  Street  Journal  has  reported  that  30%  of 
all  packages  currently  marked  "rush"  needn't  be. 

Last  year,  that  impulse  to  "overnight  it"  needlessly 
cost  American  businesses  over  three  billion  dollars. 

No  one  is  more  alarmed  by  this  inefficiency  than 
UPS,  because  no  one  is  more  qualified  to  prevent  it. 

After  all,we  offer  the  most  comprehensive  array  of 
cost-effective,  time-definite  shipping  options.  Including 
ground  delivery  two-day  air,  international  air  and  over- 
night air  delivery  Monday  through  Saturday 

And  for  those  shipments  that  are  truly  "urgent," 
"rush,"or  "overnight,"  UPS  Next  Day  Air  guarantees 
delivery  before  1030  a.m!  And  does  it  in  such  an  efficient 
manner  we  can  deliver  your  package  for  up  to  40%  less 
than  any  other  overnight  delivery  company 

If  that  appeals  to  you,  call  UPS.  Every  package  is  a 
"priority"to  us.NX^  simply  don't  price  them  that  way 


We  run  the  tightest  ship  in  the  shipping  businessi  if^P^ 


You 
can  t  Luy 
your  corporate 
image. 
But  you 
can  get  it. 

Free. 


A  .  , 

jLjL.t  a  time  when 
corporations  spend  millions 
to  enhance  their  images, 

let  Cross  do  it  free. 
Rigkt  now,  we  11  place  your 
company  emblem  on  your 
choice  of  our  new  Medal  ist, 
Blue,  or  Gray  writing 
instnmients,  free?  bimply 
order  a  minimum  t)f  48 
writing  instruments  and  place 

the  order  through  an 
authorized  Cross  Distrihutor 

'Free  emKlems  are  availalile  tmly  one  time 
per  emMem  design  and  incliule  new  or  current 
designs.  Offer  expires  Decemlier  31,  1992. 

I^or  aimplete  details  and  a  »:ataL>gue,  call 

1-800-241-8269 

8:30  to  4:30  E.S.T.  Mon.-I=ri. 

Or  attacli  your  liusiiiess  cartl  (witli  logo)  to  tliis 
atl  and  inai  1  to:  A.T.  C  ross  Lompany, 
Alliion  Read,  Lncoln,  Rl  0.2865-3700 

SINCE    1  846 

Unquestioned 
Lifetime  Mechanical 
Guarantee 


"When  It's  My  Own 
Good  Idea,  I  Deserve 
to  Save  Money." 

Thafs  Why  I  Switched  Jb  Fidelity  Brokerage 


You  Never  Pay 
forAdviceYou 
Don't  Need 


At  Fidelity  You'll  Find 
Big  Commission  Savings- 
And  That's  Just  The  Start 


100  Shares    500  Shares 
@  $50         @  $30 


Fidel  it  yPlus^ 

Merrill  Lynch 
Shearson 


$54 

$105 
$107 


$126 

$293 
$316 


Fidelity 

Saves  You...  $51>53  $167-190 


When  brokers  give  you  good  advice,  tlien  tliey  truly 
earn  their  commissions.  But  why  would  you  have  to  pay  up 
to  65%*  more  to  buy  a  stock  that  you  found  in  the  first  place? 
With  Fidelity  Brokerage,  you  can  save  on  commis- 
sions and  put  more  of  your  money  to  work  for  your  good 
investment  ideas. 

Fidelity  lets  you  manage  your  investments  when  you 
want,  the  way  you  want.  Whether  you  need  to  check  on  your 
account  at  night,  or  initiate  a  trade  over  the  weekend,  you're 
always  in  control  when  Fidehty  is  your  broker. 

Some  discount  brokers  entrust  your  trades  to  other 
brokers.  At  Fidelity  Brokerage,  we  handle  each  step  of  every 
transaction,  from  the  moment  you  call  right  through  to 
confirmation  that  your  trade  was  executed  exactly  the  way 
you  want  it-usually  while  you're  still  on  the  phone!  Call 
anytime  for  a  free  fact  kit,  and  find  out  why  Fidelity 
Brokerage  means  a  better  value  for  your  brokerage  needs. 


Visit  a  Fidelity  Investor  Center  or  Call  24  Hours 

1-800-544-7272 


Fitteiiiy 


Inuestments 

Discount  Brokerage 

Common  sense.  Uncommon  results. 


*65%  savings  based  on  an  Apri]  1992  survey  of  full-cost  brokers.  Minimum  commission  $38.  Minimum  initial  investment  required.  Fidelity  Discount  Brokerage  is  a  ser- 
vice of  Fidelity  Brokerage  Services,  Inc  ,  Idl  Devonshire  Street,  Boston,  MA  021 10  Member  NYSE,  SI  PC.  There  mav  be  fees  for  special  account  services  There  is  a  $20 
annual  fee  for  IRA  accounts  CODE:  BW/PLU/092192 


LEGEND  AND  LEGACY:  THE  STORY  OF  BOEING  AND  ITS  PEOPLE 

By  Robert  J.  Serling 

St.  Martin's  Press  •  480pp  •  $24.95 


BOEING'S 
WILD  RIDE 


on't  expect  an  objective,  critical 
I  analysis  from  Legend  and  Lega- 
cy: The  Storg  of  Boeing  and  Its 
People.  Boeing  ("o.  commissioned  Robert 
J.  Serling  to  write  this  book  as  its  com- 
pany history  because  of  his  experience 
writing  "vanity  books"  for  such  airhnes 
as  TW.'\,  American,  Continental,  and 
Eastern.  Designed  to  help  celebrate 
Boeing's  75th  anniversary  in  1991,  his 
book  came  out  a  year  late,  apparently 
because  of  revisions  requested  by 
Boeing  executives.  And  it  took  the  easy 
route  to  best-seller  status:  The  company 
contracted  to  buy  200,000 
copies  to  distribute  to  ev- 
ery employee  and  retiree. 

But  if  you  love  aviation 
history  and  are  looking 
for  an  entertaining  read, 
you'll  find  it  here.  Serling 
breathes  life  into  person- 
alities and  business  dilem- 
mas that  might  otherwise 
fade  from  history.  His  ac- 
count of  Boeing's  gam- 
bles and  wild  swings  of 
fortune  belies  the  compa- 
ny's image  as  a  compla- 
cent bureaucracy  full  of 
gray-suited  managers  and 
nose-to-the-grindstone  en- 
gineers. He  presents  viv- 
id, multifaceted  views  of 
every  cliff-hanger  and 
just  about  every  frantic  phone  call  in 
Bf)eing's  history.  Readers  get  to  know 
everyone  from  postwar  CEO  Bill  Allen,  a 
straitlaced  lawyer  with  a  passion  for  gin 
rummy,  to  the  high-stakes,  world-class 
salesman  Tex  Boullioun,  to  the  blunt, 
hot-tempered  ('EO  T.  Wilson,  who  C(jn- 
ducted  meetings  with  his  shoes  off. 

The  book  is  full  of  characters.  Legend- 
ary test  pilot  Eddie  Allen  was  a  vegetari- 
an, practiced  yoga,  studied  Egyptolo- 
gy— and  died  crashing  into  a  meat- 
packing plant.  Another  test  pilot,  Tex 
Johnston,  was  known  for  his  cowboy 
boots  and  maverick  style.  In  1954,  his 
daring,  unauthorized  barrel  roll  of  the 
only  prototype  of  Boeing's  first  commer- 
cial jet,  the  707,  impressed  some  300,000 
spectators — including  such  potential 
buyers  as  Eastern's  Eddie  Rickenback- 
er — but  horrified  CEO  Allen. 

To  no  one's  surprise,  the  book  exudes 
pride  in  "the  Boeing  mystique" — a  cor- 


porate image,  Serling  says,  "of  such  sol-, 
idness  that  only  a  few  American  compa- 
nies are  mentioned  in  the  same  breath  as 
Boeing."  His  book  also  abounds  in  color- 
ful feats  of  customer  service  beyond  the 
call  of  duty. 

Indeed,  Legend  and  Legacy  is  nothing 
if  not  full  of  intriguing  tidbits:  Did  you 
know  that  the  company's  first  engineer 
was  a  Chinese  named  Tsu  Wong?  That 
mavericks  were  called  "squirrels"?  That 
an  early  postwar  plane,  the  bulbous 
Stratocruiser,  had  a  cocktail  lounge  and 
a  honeymoon  suite?  Or  that  the  extreme- 


The  Story  of  Boeing  and  Rs  People 


mferling  breathes  life 
into  personalities  and 
business  dilemmas 
that  might  otherwise 
fade  from  history 


Robert  J  Serling 


ly  profitable  747  was  once  considered 
such  a  white  elephant  that  it  was  called 
the  Dumbo  Jet? 

Not  that  Serling  ignores  crises,  scan- 
dals, and  crashes.  But  he  presents  them 
as  "bitter  pills  that  Boeing  had  to  swal- 
low" and  blames  them  mainly  on  media 
hype,  hysterical  employees,  changing 
ethical  standards,  or  faulty  engine  man- 
ufacturers. The  national  worry  about  ag- 
ing aircraft  after  the  1988  Aloha  Airlines 
Inc.  accident,  when  part  of  a  fuselage 
blew  off,  sucking  some  passengers  out 
of  a  737,  was  "media  furor."  And  the 
company's  guilty  plea  to  charges  that  it 
accepted  hundreds  of  confidential  docu- 
ments about  Pentagon  spending  plans, 
Serling  says,  was  "an  anomaly  in 
Boeing's  morally  antiseptic  world."  Anti- 
septic? Well,  certainly  cleaner  than  some 
other  aerospace  companies.  Serling,  to 
his  credit,  details  quite  a  few  scandals, 
but  dismisses  them  as  "black  eyes"  and 


always  comes  down  solidly  on  the  sidi 
Boeing's  "integrity." 

Another  flaw:  Serling's  view  of  w 
en  is  less  than  enlightened.  Altho 
half  of  Boeing's  wartime  work  force 
female,  his  stories  of  Rosie  the  Riv^ 
focus  on  prostitutes  and  shop-floor 
Serling  presents  women  only  as  li 
secretaries,  hypochondriac  workers, 
stewardesses   worried   that  jet  fli 
would  cause  menstrual  problems,  ' 
must  look  to  Boeing:  In  Peace  &  II 
recently  self-published  by  author 
gene  E.  Bauer  and  distributed  natio 
ly,  to  read  about  the  accomplishment 
women  engineers  and  managers.  ^ 
also  well-written  and  much  better  il 
trated,  Bauer's  book  relies  mainly 
secondary  sources  such  as  newspap 
books,  and  the  Boeing  house  organ 
Still,  the  major  drawback  of  Legi 
and  Legacy  is  not  lack  of  objectivity 
lack  of  insight.  While  its  anecdotes  cc 
be  raw  material  for  many  a  busin 
school   case  study, 
makes  no  pretense 
analysis.     How  d 
Boeing  keep  its  tec! 
logical  edge?  How  dot 
keep  costs  down? 
did  it  outlast  almost  ev 
major  U.  S.  maker  of 
liners?  Serling's  only 
swers:  people  and  prit 
Obviously,  Boeing's 
ecutives   have  lear 
from  history.  The  crisi 
1969-71  sounds  eerily 
conditions  today:  an 
line  recession,  a  dra 
falloff  in  orders,  cutb;; 
in  military  contracts, 
the   cash-draining  ef 
of  a  huge  commitmen* 
develop  a   new  airlif 
But  this  time,  Boeing's  leaders  n^ 
sure  the  downturn  wasn't  as  painful:? 
ter  a  surge  in  orders,  they  geared 
production  slowly.  That  has  resulted 
$90  billion  backlog  that  enables  Bo( 
to  keep  employment  relatively  stable 
stead  of  cutting  its  work  force  of  100 
by  63,000,  as  it  did  20  years  ago,  Bo( 
is  now  slicing  fewer  than  10,000 
from  a  similar  total  in  the  Seattle  a 
Boeing  recently  appointed  a  new  p: 
dent,  Philip  M.  Condit,  who  is  likel; 
become  chairman  by  1997  (BW — S 
14).  With  time  for  a  long  and  sm('' 
transition — and  a  flock  of  helpful,  eji 
rienced  retirees  living  nearby — Co 
stands  a  better  chance  than  most 
bosses  of  benefiting  from  the  lesson 
his  company's  past.  Condit  started  oi 
Boeing  as  a  stability-control  engin 
Don't  expect  any  barrel  rolls. 

BY  DORI  JONES  Y 
Yang  is  BW's  Seattle  bureau  c 
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heraton  Palace,  San  Francisco 


I 
I 
I 


The  only  thing  more 
attractive  than  our  hotels 
are  our  rates. 

It's  something  you  don 't  see  today.  The 
quality  of  a  hotel  going  up  and  the  rate  going 
down.  At  ITT  Sheraton,  we  spent  $1  billion 
improving  our  hotels  and  then  added  one  final 
touch— SureSavers.  Rates  that  make  business 
travel  simpler  and  easier 


Previous      SunSever     ^^ureSjver  SureSarer 
Ruck        Butintit        MHay  Weekend 
Hates           Ratet     Adttince  Rales  Rates 

Los  Angeies 

Sheraton  Crande 

$190 

$165 

$140 

$  95 

Los  Angeles 

Sheraton  /.A\  Airport 

SI  35 

$  96 

$  76 

$  59 

Los  Angeles 

Sheraton  Universal 

$150 

$133 

$120 

$104 

Santa  Monica 

Sheraton  Miramar 

$275 

$165 

$130 

$130 

Anaheim 

Sheraton  Anaheim 

J 

$140 

$104 

$  76 

$  79 

Newport  Beach 

Sheraton  Newport  Beach 

$150 

$139 

$  90 

$  75 

City  of  Industry 

Sheraton  Industry  Hills 

i 

$130 

$100 

$  85 

$  79 

Cerrltos 

Sheraton  Cerritos 

i 

U.59 

$133 

$  90 

$  79 

Riverside 

Sheraton  Riverside 

$  99 

$  78 

$  70 

$  65 

Norwalk 

Sheraton  Sorwalk 

i 

"125 

$  99 

$  59 

$  45 

San  Pedro 

Sheraton  San  Pedro 

i 

'135 

$  85 

$  79 

$  79 

Fall  Sure  s  Saver 
Business  Rates  5%-30%  off 

The  business  traveler  finally  gets  a  break. 
This  option  is  available  Sunday  through  Thursday 
with  no  advance  reservations  or  purchase 
requirement. 

Special  offer  for  Visa^  cardholders 

Now  there's  even  more  for  you  to  enjoy  when 
you  charge  your  stay  on  your  Visa  card.  Simply 
ask  for  the  special  Visa 
upgrade  when  you  check 
in  on  your  SureSaver 
rate.  Based  upon 
availability,  you  'II  be 
upgraded  to  an  Executive  Floor  or  the  next  best 
available  room.  (Offer  valid  through  12131/92.) 

.\t  ITT  Sheraton,  there's  no  such  thing  as 
business  without  pleasure. 

For  reservations,  call  your  travel  professional 
or  800-325-3535. 

SureSaver  rates  are  available  in  continental  U  S.,  the  Bahamas  and 
Canada  Not  applicable  to  groups.  Subject  to  change  without  notice 
and  based  upon  availability  at  participating  properties.  Rates  do  not 
include  taxes  and  gratuities.  Some  restrictions  apply.  Kids  17  and 
under  stay  free  when  shanng  room  with  an  adult  using  existing 
bedding,  c  1992  ITT  Sheraton  Corporation, 


Sheraton 
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Economic  Viewpoint 


CLINTONOMICS:  FIGURE  THE  MERITS 
AlONG  WITH  THE  MATH 


BY  ALAN  S.  BLINDER 


The  GOP  says 
Democratic  social 
programs  will  cost 
jobs.  But  it's  basing 
the  calculations  on  a 
false  analogy: 
treating  maternity 
leave  and  health 
insurance  as  a  tax  on 
business.  There  are 
big  benefits,  too 


ALAN  S  BLINDER  IS  THE  GORDON  S 
RENTSCHLER  MEMORIAL  PROFESSOR 
OF  ECONOMICS  AT  PRINCETON 
AfNiD  THE  AUTHOR  OF  GROWING 
TOGtTHfR 


Uncle  Herman,  a  lifelong  Republican, 
called  up  just  after  the  GOF  convention 
last  month.  In  a  voice  of  pure  sarcasm, 
he  said:  "I  hear  your  man  Clinton's  economic 
pi-ogram  is  Koi'iR  to  cost  us  2  million  johs." 

"Who  said  that?"  I  asked,  remembering  that 
the  Repulilicans  had  attacked  the  plan  as  short 
on  deficit-reduction.  But  how,  I  wondered, 
could  a  plan  that  failed  to  reduce  the  deficit  so 
devastate  emi)loyment? 

"Senator  Phil  (iramm,"  he  answered. 
"Oh,"  I  said.  "Was  that  the  guy  who  said 
you  only  find  socialists  in  Cuba,  Vietnam,  and 
the  Democratic  Party  these  days?  And  did 
Jerry  Falwell  and  Pat  Robertson  concur*?" 

"Never  mind  that,  wise  guy,"  my  uncle  in- 
sisted. "Is  Gramm  right?  He's  an  economist, 
isn't  he?" 

I  shot  back:  "He  was  an  economist.  Now, 
he's  a  politician.  And  no,  he's  not  right.  The 
claim  is  ludicrous." 

"Why?"  Uncle  Herman  demanded.  (He  is 
not  the  sort  to  accept  a  simple  dismissal.) 

"().  K.,"  1  said,  and  took  a  deep  breath. 
"There  are  two  fallacies  in  the  reasoning. 
F^irst,  Gramm  and  other  Republicans  base 
these  job-loss  calculations  on  a  false  analogy: 
They  treat  a  government  mandate,  such  as 
requiring  maternity  leave  or  health  insurance 
for  employees,  exactly  like  a  tax.  They  start 
with  a  high  estimate  of  how  much  it  might 
cost  businesses  to  provide  them  and  then  pre- 
tend that  a  tax  hike  of  that  size  was  levied. 
From  there,  calculating  the  alleged  job  loss  is 
a  mechanical  exercise." 

"What's  wrong  with  that?"  Herman  in- 
(luired.  "After  all,  it  does  cost  me  money  to 
buy  health  insurance." 

"It  sure  does,"  I  replied.  "But  you  spend 
the  money  to  provide  benefits  to  your  work- 
ers. Here's  a  lietter  analogy.  Remember  when 
Jimmy  and  Joey  were  little  and  they  used  to 
fight  over  the  football?" 

"How  could  I  ever  forget?"  said  Herman. 

"Well,  when  you  intervened  by  taking  the 
football  away,  you  imposed  a  kind  of  tax  on 
the  two  of  them.  Taken  together,  they  lost 
something.  But  when  you  made  Jimmy  give 
the  ball  to  his  little  brother— perhaps  because 
you  thought  Joey  didn't  have  a  fair  chance— 
you  didn't  tax  the  paii'.  You  simply  took  from 
one  to  give  to  the  other." 

"So  what's  yoiu'  point?"  he  asked. 

"When  the  gover-nment  tells  businesses  to 
do  something,  it  is  not  taking  anything  away 
from  business  and  labor  together.  It  is  inter- 
vening to  help  one  party  get  what  it  wants." 

"Is  that  a  good  thing".-'"  Herman  in(iuired. 
suggesting  that  the  answer-  was  no. 

"Not  necessarily,"  I  admitted.  "People  can 


and  do  disagr'ee  over  the  merits  of  par'ticult; 
cases.  Jimmy  didn't  like  it  when  you  gav 
Joey. the  football.  My  point  is  not  that  riiai 
dates  ai'e  always  great  ideas,  only  that  it 
ter-ril)ly  misleading  to  treat  them  as  taxes. 

"0.  K.,  I  see  your  point.  But  you  said  ther 
were  two  fallacies.  What's  the  other?" 

"The  other  is  far  mor-e  fundamental,"  I  co; 
tinned,  war-ming  to  the  task.  "It's  that  keepir 
score  l)y  countirrg  shorl-run  job  losses  is  sill} 

"Oh?"  said  my  uncle.  "Why's  that?" 

"Sever"al  reasons.  First,  it's  shortsighted, 
we,  for-  example,  forxe  a  highly  polluting  indu 
try  to  clean  up  its  act,  that  industry  migl 
have  to  contract.  But  that's  part  of  what  w 
want  to  happen.  We  want  some  of  the  labc 
and  capital  to  migr-ate  to  other,  less  pollutir 
industries.  Right?" 

"I  guess  so." 

"So  jobs  ar-en't  lost  in  the  long  run.  Th( 
just  move.  Second,  we  shoirld  remember  th 
the  goal  of  an  economic  system  is  to  pr-odu( 
gr-eater  material  well-being.  If  people  sudde: 
ly  became  less  pr'oductive,  so  that  mor'e  we: 
needed  to  produce  the  same  bill  of  good 
many  new  joi^s  would  be  created.  But  socie: 
would  be  worse  off.  Conversely,  if  some  tec 
nological  breakthr'ough  allowed  us  to  prodm 
the  same  goods  and  services  with  fewer  wor 
er's,  would  that  be  bad  for  the  country?" 

"I  guess  not,"  Uncle  Herman  muttered. 

"Of  course  not,"  I  insisted.  "So  mandat 
and  i-egulatiorrs  must  lie  judged  on  their  me 
its,  not  condemned  on  the  basis- of  sorrre  sil 
calculation  of  'job  loss.'  Some  of  them  ar'e, 
fact,  foolish.  Other-s  make  sense." 

"Like  what,  for  example'?"  (My  uncle, 
small  l)usinessman,  is  deeply  suspicious  of  go 
er-nment  intervention.) 

"How  about  child  labor  laws?"  I  asked.  "I 
sure  the  Senator  Gramms  of  the  day  opposi 
them  vehemently.  They  do,  after  all,  infrin; 
on  business  freedom.  Do  you  think  we  shou 
repeal  them?" 

"( )f  cour'se  not,"  Uncle  Her'man  r-ei)lied  wit 
out  hesitation.  "Anything  else?" 

"Well,  how  about  Social  Security?  Wou 
you  like  to  abolish  that?"  (I  knew  that  Unc 
Herman  is  64,  so  I  went  on  without  waitir 
for  an  answer.)  "Social  Security  is  like  a  ma 
dated  pension.  It  imposes  a  tax,  which  'cos 
jol)s.'  But  it  also  pays  out  benefits,  which  'cr 
ate  jobs.'  Social  Security  is,  in  fact,  a  vei 
big  mandate,  and  it  has  been  around  sin 
1935.  Do  you  think  it  has  decimated  emplo 
ment  in  the  United  States?" 

"Well,  no,"  my  uncle  answer-ed. 

"So  don't  believe  ever-ything  you  hear  ( 
TV,"  I  concluded. 

"I  don't." 
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The  first  index  to  provide 


a  performance  benchmark 


for  mid-capitalization  stocks. 
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Fl  I  e    Edit    Browse    Search     E»nd  Location 

The  first  encyclopedia  of 


mammalian  biology  with 


text,  still  images,  sound 


and  hill-motion  video. 


Help 


At  McGraw-HiUbeing  first 
iialmost  second  nature. 


The  first  on-line 
information  service  to  track 
virtually  every  construction  project 
in  the  U.S. 


At  MG^aw-Hill,being  first 
isalmostsecond  nature. 


BY  GENE  KORETZ 


SERVICES  ARE  THE 

ENGINE  PULLING 

THE  TRADE  EXPRESS... 


()  one  can  .t!,i^insay  Amei-ic-a's  stellar 
performance  on  the  trade  front.  In- 
deed, improvement  in  the  trade  l)alance 
is  responsil)le  for  over  half  of  the  rise  in 
real  ,t(ross  domestic  product  since  1988. 

Althovij^h  much  of  this  seems  to  he 
the  result  of  the  synerj^y  between  a  de- 
clining dollar  and  a  newly  "lean  and 
mean"  industrial  sector,  economist  Mar- 
tin Barnes  of  Bank  Credit  Aiudi/st  says 
the  "real  news  is  the  continuing  dramat- 
ic im[)rovement  in  the  international  per- 
foi'mance  of  the  U.  S.  service  sector." 
According  to  the  latest  CDF  data,  the 
services  trade  surplus  hit  a  $67  l)illion 
annual  rate  in  the  first  half  of  this  year, 
providing  a  major  offset  to  the  $90  bil- 
hon  deficit  in  merchandise  trade. 

"Since  1988,"  points  out  Barnes,  "the 
.gi'owth  in  the  services  trade  surplus  has 


AN  ASTONISHING  SURGE 
IN  SERVICE  EXPORTS 


'81  '82  '83  '84  '85  '86  '87  '88  '89  '90  '91  '92' 
▲  BILLIONS  OF  DOLURS 

■NAIIONAL  ACCOUNTS  BASIS  EXCLUDES  RECEIPTS  ON  INVESTMENTS 
DATA:  COMMERCE  DEPT  ■ 'ANNUAL  RATE 


accounted  i'oi'  a  staggei-ing  '.'>-i%  of  the 
rise  in  I'eal  (;i)P,  compared  to  less  than 
20%  attr-il)iitahle  to  the  narrowing  of 
the  merchandise  trade  deficit." 

One  reason,  of  course,  is  that  U.  S. 
service  exports— which  include  financial 
and  business  services,  telecommunica- 
tions, insurance,  tourism,  transport,  and 
licensing  fees  and  royalties— have  been 
soaring  (chart).  In  current-dollar  terms 
they  have  expaTided  froin  36.7%  of  goods 
exports  in  1989  to  nearly  44%  today. 

Back  at  home,  however,  is  where  the 
competitiveness  of  U.  S.  services  really 
shines.  Although  service  exports  in  real 
terms  have  gi'own  by  a  hefty  34%  since 
1988,  for  exarnple,  r-eal  service  impoi  ts 
have  risen  a  mere  2.1%.  By  conti'ast, 
while  r-eal  U.  S.  goods  exports  expanded 


by  27%  in  the  same  period,  real  goods 
imjjorts  (which  are  larger  than  exports) 
still  rose  14.8%.  Merchandise  imports, 
moreover,  are  expected  to  surge  dra- 
matically once  the  recovery  takes  hold. 

While  the  growth  in  service  exports 
has  been  bi-oad-hased,  some  categories 
are  particularly  notable:  Exports  of  busi- 
ness, technical,  and  pi'ofessional  services, 
foi-  example,  have  jumped  from  $6.8  l)il- 
licm  in  1990  to  an  $11.1  billion  annual 
rate  early  this  year,  producing  an  $8.2 
billion  trade  surplus.  And  travel  ex- 
l)orts— mainly  the  money  foreign  visi- 
tor's spend  in  the  U.  S.— were  running 
at  a  $54  liillion  annual  rate  at  last  count, 
with  a  surplus  of  nearly  $12  billion. 

"The  weak  dollar,"  says  Barnes,  "will 
ensure  that  net  exports  of  services  will 
continue  to  grow  strongly." 


...ANDABOFFO  U.S. 
BOX  OFFICE  ABROAD 
RAKES  IN  BILLIONS 


One  service  sector  experiencing  an 
export  l)oom  is  popular  American 
ciiltur-e,  particularly  movies  and  televi- 
sion. In  a  recent  issue  of  The  American 
Enterprise  magazine,  economist  Stephen 
Siwek  pi'ovides  some  telling  statistics. 

From  1987  to  1990,  the  U.  S.  film  in- 
dustry's real  revenues  from  foreign 
movie-theater  rentals  rose  57%,  to  $1.94 
billion.  At  the  same  time,  its  overseas 
televisicm  revenues  rose  92%,  to  $2.33 
billion,  its  home-video  rental  revenues 
rose  95%,  to  $2.39  billion,  and  its  foreign 
pay-TV  revenues  more  than  tripled,  to 
$320  million. 

While  impoi'ted  films  accounted  foi' 
only  2%.  of  the  domestic  box  office  take 
in  1990,  U.  S.  films  accounted  for  at  least 
four-  of  the  top  five  films  in  13  European 
countries  and  .six  Latin  Amer-ican  coun- 
ti-ies,  {ilus  Japan,  Australia,  and  South 
Afa'ica.  And  Cable  News  Networ'k  is  now 
accessible  in  l;56  nations  and  terTitor'ies, 
up  fi-om  two  in  1982. 


A  LATE  lABOR  DAY 
MAY  HAVE  SKEWED 
AUGUST'S  JOB  DATA 


Why  did  both  the  workweek  and 
average  hourly  earnings  r'ise  in 
August,  while  payr-oll  jol)S  plunged?  The 
pi-()bal)le  cause,  says  Edwar-d  S.  Hyman 
of  Intel-national  Strategy  &  Investment 
(li'oup  Inc.,  is  that  Labor  Day  fell  so 
late  this  year.  As  a  r-esult,  retail  hir-ing 
for  the  fall  season  was  delayed,  a  devel- 
opment that  tends  to  push  up  the  work- 
week and  houi-ly  earnings  after  seasonal 


adjustment.  In  1987,  notes  Hyman,  a 
identical  late-Labor-Day  pattern  was  ff 
lowed  by  a  declining  workweek  in  Se' 
tember  and  no  bouncel)ack  in  jobs. 


DO  STRONGER  LEGAL 
RIGHTS  FOR  WORKERS 
DEPRESS  HIRING? 


Amei'ican  employer-s'  fr-eedom  to  "fir 
workers  at  will"  used  to  be  tl 
envy  of  their  European  counterparty 
But  in  the  1980s,  even  as  Europe  bi  g;<j 
to  ease  r-estrictions  on  employers,  sonf 
45  states  embraced  legal  doctrines  tht 
gave  workers  new  protection,  often  4 
lowing  plaintiffs  to  receive  punitive  dar 
ages  as  well  as  lost  wages. 

Now,  a  Rand  Co'-p.  study  conclud< 
that  the.se  legal  views  may  be  "inflictir 
substantial  economic  costs  on  the  n 
tion."  In  essence,  the  threat  of  wrongfi 
termination  suits  seems  to  be  changir 
companies'  human-resource  practices 
ways  that  boost  business  costs  and  i 
ci'ease  incentives  to  curb  payr-olls. 

The  study's  authors,  James 
Dertouzos  and  Lynn  A.  Karoly,  no: 
that  the  the  new  doctrines  may  be  i 
spiring  some  employers  to  keep  po( 
performers  on  the  job  r-ather  than  fh 
them,  and  to  give  fired  employees  hig 
severance  payments  in  retur-n  for-  wai 
ers  of  litigation.  But  their  main  focus 
on  the  observal)le  labor--market  effects 
that  is,  on  hiring  practices. 

Evaluating  the  legal  envir-onments 
all  states,  the  two  economists  find  th; 
the  scope  of  the  new  doctrines  and  tl 
possible  size  of  damage  awar-ds  in 
state  have  held  down  long-r-un  hiring  1; 
local  businesses.  Particularly  in  lar-j 
companies  and  in  finance  and  servic 
industries,  the  thr-eat  of  litigation  h; 
reduced  employment  levels  by  2%  to  5 
from  where  they  would  otherwise  -be. 

The  ii-ony  is  that  employers  appear 
be  vastly  overreacting  to  the  new  c 
mate.  The  two  economists  calculate  th 
the  dii-ect  costs  of  wrongful-terminatic 
litigation— lawyers'  fees,  jury  awar'd 
and  settlements— are  surprisingly  sma 
amounting  to  only  about  0.1%  of  an  av€ 
age  company's  total  wage  l)ill.  That 
mainly  because  such  suits  occur  only 
a  small  pei'centage  of  terminations.  Y 
companies  are  sizing  their  work  fore 
as  if  such  suits  were  adding  10%  to  the 
wage  bill— a  response  that  imposes  si 
nificant  costs  on  the  companies,  tl 
economy,  and  pr'ospective  employees. 

Why  are  companies  behaving  so 
rationally?  One  jjossibility,  say  Dertouz 
and  Karoly,  is  that  they  may  be  r-eactii 
to  news  of  huge  headline-making  awan 
that  ai-e  actually  very  rar-e. 
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An  Executive  Guide  to 
Corporate  Meetings  & 
Incentive  Trips 


MONACO? 


NO. 


Considerint)  its  palatial  walls 
overlooking  a  famous  turquoise 
sea  where  sleek  white  yachts 
glide  in  to  shore  for  elegant 
dining  and  dancing  before  a 
midnight  stop  at  the  grand 
casino  and  a  waltz  with  lady 
luck,  no  wonder  this  place 
looks  fit  for  a  king.  It  is.  Only 
here  you'll  find  200  more  miles 
of  white  sand  beach  and  many 
more  luxury  resorts  to  choose 
from,  plus  lots  more  non-stops 
to  get  you  there.  How's  that  for 
royal  treatment? 


DISCOVER  THE  NEW  OLD  WORLD. 
PUERTO  RICO. 


The  Shining  Star  Of  The  Caribbean* 

For  a  free  color  brochure  call  1 -800-866  STAR,  Ext.  64092. 
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The  Call  to  the. 


Anyone  who  goes  to  a  C'arib- 
lean  meeting  —  Aruba,  Grand 
dayman.  Paradise  Island  —  feels 
ke  one  of  the  chosen  few,"  savs 
'Emanuel  Schreibmaier,  a  Holi- 
ay  Inn  executive.  "You  don't 
,et  invited  there  every  day.  It's 
amething  special." 

"We  offer  an  amazing  \■ariet^' 
f  destinations,  '  says  Charles  A. 
4aynard,  chairman  of  the  Carib- 
ean  Tourism  Organization  and 
government  minister  in  Do- 
linica,  an  island  of  rain  forests. 
You  can  find  whatever  you  want 
)r  your  meeting  or  incentix  e 
roup,  from  sun  and  sea  to  flora, 
luna,  and  folklor 
nd  nightlife."  Too 
;mote?  "In  the 
ge  of  the  tax 
ou  can  man- 
age from 
'herever 
ou  are," 
lavnard  adds 

Ashore  or 
float,  the  Carib 
can's  resorts  are 
'orld-class,  ranging 

L  The  carefree  life  at  Little 
j  Dix  Bay  (above),  an 

executive  hideaway,  or 
aboard  Royal  Caribbean  V 
Majesty  of  the  Seas,  an 
incentive  favorite. 


froui  "lox  e  boats"  and  t\'coon- 
t)'pe  yachts  to  palm-fringed  pads 
with  state-of-the-art  conveniences 
and  a  casual  cadence. 

For  testimonials,  turn  to  the 
people  who've  been  there:  Noel 
Coward,  Princess  Margaret, 
Laurence  Rockefeller,  lames  Bond 
—  and  the  folks  fi-om  AIG,  Avon, 
Chrysler,  Coca-Cola,  Ford,  IBM, 
Merrill  Lynch,  Pepsi-Cola, 
Squibb,  Tupperware,  Xerox,  and 
scores  of  other  top  companies. 

Sipping  a  rum  punch  bv  the 
pool  at  posh  Sandy  Lane  on 
Barbados,  shuttling  fi'om  Cun- 
ard's  Vistaljord  into  Gustavus  to 
shop  St.  Bart's  chic  boutiques, 
playing  the  slots  at 
Carnival's  Crystal  Pal- 
ice  in  Nassau  after  a 
hard  day's  scuba 


di\'ing  is  -  let's  admit  it  -  a  kick. 
It's  team  play  w  ith  a  twist  of  lime. 

But  who  decides  whether  to 
test  this  tropical  blend  of  busi- 
ness and  pleasure? 

"It's  got  to  get  the  blessing 
of  the  boss  in  the  corner  office," 
says  one  coiporate  planner.  "But 
even  with  companies  dt^wnsizing 
these  days,  they're  looking  for 
adventure,  unic]ueness  —  a  kind 
of  magic  for  their  meetings  and 
incentixes." 


New  Trends 
In  the  Tropics 


T> 


he  newest  form  of  C'aribbean 
fantasy  is  a  cruise.  Some  three 
dozen  floating  hotels  nov\  ply 
the  waters  largely  out  of  Miami 
and  San  luan  —  sailing  west  to 
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The  S.S.  Infimti. 

Ad  infinitum.  It  seemed  like  it  took 
tliat  long  for  the  careful  planners  of  Infiniti 
to  find  the  perfect  incentive  for  25  of  their 
top  executives. 

We  hope  it  doesn't  take  you  that  long.  Call 
or  write  Vice  President  Charters,  Incentives 
and  International  Sales  at 
1-800-992-4299,  Ext.  5160.  ,  m   i  I 


special  Advertising  Ejection 


Ships  ol  Panamanian  &  Libenan  Registry 


CRUISE  I.INE 


Cancun  and  Cozumcl,  soudi  as 
far  as  Caracas  and  nearby  to  the 
Bahamas  and  Virgin  Islands. 

Majcsrs'  Cruise  Line's  just- 
launched  Royal  Majest)/  is  for 
meeting  mavens  —  with  a  House 
Of  Lords  C'onference  C^enter — 
and  Norwegian  Cruise  Line  is 
targeting  its  Dreamward  and 
Windward  at  the  seminar  as 
well  as  incentive  market. 

You'll  wonder  just  how  big  a 
catamaran  can  get  when  you  see 
Radisson  Diamond's  sleek,  twin- 
hull  cruiser  designed  to  host 
incentive  groups.  ("It  may  be 
slow,  but  you  don't  get  seasick 
—  often  a  worry  for  cruise  pas- 
sengers," says  a  Radisson  spokes- 
person.) And  you'll  Hnd  round 
the-clock  diversions,  from  work- 
out machines  to  way-out  discoing, 
aboard  Royal  Caribbean's  new 
ieviatiian,  the  Majest)'  of  the  Seas. 

'  !1ie  quality  of  service  and 
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food  is,  by  and  large,  supeiior  on 
shipboard,"  says  losephine  KJing, 
president  of  cruise-consultant 
Landry  &  Kling  of  Miami. 
"Incentive  winners  are  looking 
for  a  memorable  vacation  they 
couldn't  ha\'e  on  their  own. 
Done  right,  a  cruise  makes  them 
feel  like  VIPs." 

But  like  all  tiMvel,  incendxe 
cruises  are  getdng  shorter, 
though  sometimes  more  frequent. 

Spurred  by  its  new  seataring 
compedtion,  resorts  are  sprucing 
up  with  new  pleasure  domes 
coming  on  stream.  For  instance, 
you  can  enjoy  beaches  as  soft  as  a 
corporate  carpet  at  Four  Seasons' 
new  —  and  first  —  Caribbean 
resort  on  Nevis. 

Fueling  the  Caribbean  meet- 
ing-and-incentive  boom  is  the  in- 
credible impr(n'ement  in  air  con- 
nections. Many  islands  are  only  a 
half-day  away  from  East  (x)ast 


partofieari 


and  some  Midwest  cities. 

The  carrier  that  has  made 
the  difference  is  American  Air- 
lines. From  its  well-run  San  Juan 
hub,  flights  fan  out  to  some  30 
islands,  large  and  small.  "We 
now  provide  some  50%  of  Carib- 
bean lift,"  notes  Florace  C.  Hord, 
director  of  marketing  for  the 
Atlanric/Caribbean. 

Thanks  to  the  mega-carrier's 
competition,  the  regional  island 
hoppers  —  particularly  British 
West  Indian  Airways  (BWIA, 
called  "Bee-wee"),  Leeward 
Island  Air  Transport  (LIAT),  and 
Bahamasair  —  are  also  shaipen- 
ing  their  services. 


The  Tricks  of 
Plotting  a  Meeting 


►efore  you  lock  up  vour 
meeting  plan,  check  this  list. 

Custom-tailoring.  Match  up 
your  group  with  the  right  resort 
—  or  ship. 

"Resorts  have  personalities 
just  like  guests,"  advises  a  C'arib- 
bean  specialist.  "Going  to  a 
hideaway  with  a  marina  in  the 
British  Virgins  is  a  whole  differ- 
ent deal  from  holing  up  at  a 
chain  hotel  on  St.  Thomas." 

Downsizing.  Don't  invite 
more  people  than  you  need  to. 

"Figure  out  exactly  what 
each  person  is  going  to  contri- 
bute," says  one  meeting  goer. 
Accommodations.  Take  advan 
tage  of  flexible  room  arrangements. 

You  can  simpiv  rent  several 
villas  at,  say,  the  C'otton  Bay 
Club  on  Eleuthera  or  book 
adjoining  suites  at  Marriott's 


You  RE  THE 
BOSS. 
You  TELL  THEM 
WHERE  TO  GO. 


BERMUDA 

Tear  this  out.  And  pass  it  to  your  trusted  meetings  planner.  Because  holding  a 
meeting  on  our  island  gives  you  the  same  tax  benefits  as  il  vou  held  it  in  the  U.S. 
Hotels  cost  about  the  same.  And  we're  less  than  two  hours  from  the  East  Coast. 
What's  more,  our  inspiring  scenery  is  certain  to  inspire  great  thinking. 
Have  your  planner  call  Dianne  Carlson  at  8()0-2-!3-6 106  Ext.  213  for  all  the  rosy  details. 


Special  Adx'crtising  Section 


The  S.S.  Toyota. 

They  know  how  to  drive  an  excellent  bargain. 
That's  why  Toyota  came  to  us  for  an  incentive  for 
more  than  300. 

With  three  ships,  six  unique  itineraries,  award- 
winning  cuisine  and  white-glove  service.  Dolphin 
delivers  more  smiles  per  mile. 

Call  or  write  Vice  President  Charters, 
Incentives  and  International  Sales 
at  1-800-992-4299,  Ext.  5160. 


Ships  ot  Piinamanian  &  Lihenan  Rt'i;istrv 


CRUISE  LINE 


Sam  Lord's  Clastic  on  l)arbados. 

Practicalities.  Don't  let  the 
glamour  of  some  resorts  blind 
you  to  practical  needs. 

"You  want  top-notch  facil- 
ities —  phones,  VC^Rs,  faxes  — 
along  w  ith  the  sw  a\  ing  palm 
trees  and  thatched-roof  huts," 
sa)'s  Connie  Cloldstein,  an  expert 
on  meetings  and  incenti\e  travel. 

Timing,  lo  keep  costs  dow  n, 
meet  off-season. 

In  Ma\',  June,  Iul\-,  October, 
and  Xoxember,  the  (Caribbean  is 
on  sale. 

Budgeting.  Count  on  getting 
an  excellent  meeting  rate. 

Savs  the  (TIO's  Maynard, 
"Most  special  packages  cost 
between  S80  and  SI 50  a  night. 
And  some  resorts  like  Sandals 
offer  all-inclusi\  e  rates  that 
simplify  c\'er\'thing." 


Maldng  Incentives 
More  Than  Hoopla 


e're  in  the  entertainment 
business,"  sa\'s  Robert  A. 
Kirkland  of  Maritz,  one  of  the 
nation's  leading  incenti\e  houses. 
"When  you  get  back  to  the  office 
after  a  great  Caribbean  w  ing- 
ding,  w  e  w  ant  you  to  sa\',  'How- 
can  I  earn  this  again?'" 

True,  incenti\  e  tiips  now 
often  include  sober  corporate 
messages  along  w  ith  the  sports 
massages  —  and  at  those  mo- 
ments \'ou  can't  tell  an  incenti\'e 
trip  from  a  meeting. 

But  incentix  e  tra\el  is  funda- 
mentalh-  part\  ing.  In  the  C'arib- 
bean,  make  that  "beach  part\'." 
It's  just  about  an\  thing  \-ou  w  ant 
—  or  can  dream  Lip  —  from 
beach  Olympics  (at  least  as  strenu- 
ous as  \-olle\  ball )  and  w  ater 


leaf? 


raftdng  (of  course  with  life  jackets) 
to  barbecues  (de  rigueur)  and 
sing-alongs  (don't  upstage  your 
CEO  if  he's  on  the  premises). 

"The  auto  makers,  insurance 
companies,  and  brokerage 
houses  ofi:en  like  to  use  smaller, 
upscale  ships,"  notes  Ivirkland. 

"You  can  fly  your  compan\''s 
banner  ixom  the  masthead,  have 
your  chairman  welcome  e\'erv- 
one  aboard  on  closed-circuit  TV, 
put  nameplates  on  cabin  doors  — 
like  'Supersalesman  Smith  & 
Wife'  —  and  create  special  menus 
with  dishes  like  'Reef  Wellington 
a  la  Tom  lones,  CTX)  of  Ajax 
Widget,'"  sa\'s  Holland-Ameri- 
can's Jim  Conwav. 


Shopping  the 

Resort  ><vj  Crii'sc  Market 


vJorting  through  the  Caribbean 
islands  is  like  touring  Europe. 
British,  Danish,  Dutch,  French, 
and  Spanish  ov  erlords  ha\'e  left 
their  imprint,  along  w  ith  gold- 
crazed  pirates  and  buccaneers. 

So,  if  you're  looking  for 
ambience  as  well  as  allure,  con- 
sider the  contrasts:  the  racv 
Dutch  look  of  Philipsburg  on  St. 
Maarten  xersus  the  chic  boating- 
and-boutique  tow  n  of  Marigot 
on  the  frenchified  St.  Martin  side 
of  the  island. 

I  he  reasons  for  choosing  an 
island  —  and  resort  —  aren't 
always  that  subtle. 

"I'll  tell  \()u  w h\'  people  will 
fly  five  or  six  hours  to  Aruba," 
says  a  meeting  planner.  "It's 
100%  sun  363  davs  out  of  the 
>'ear.  And  there's  gamblinu,." 
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British  Virgin  Islands 


As  long  as  you  want  it,  it's  yours. 


The  House  on  Devil's  Hill  is  the  only  residence  on 
Necker  Island.  You  and  your  guests  are  the  only  residents, 
apart  from,  of  course,  your  extensive,  personal  staff. 

It's  all  yours  and  yours  alone. 

The  house.  The  pool.  The  entire  island. 


Choose  from  an  array  of  activities...  or  choose  inactivity. 
You  can  dress  for  dinner,  or  enjoy  the  exquisite  food 
in  your  most  comfortable  beachwear.  Of  course. 
Whatever  you  wish. 
After  all,  it's  your  island. 


Necker  Island  {B.V.I. )  Ltd..  96  Morton  Street.  New  York.  N.Y.  10014  U.S.A.  TEL:  (800)  542-0004  -  (212)  691-4759  FAX:  (212)  691-3916 
Necker  Island  (B.V.I.)  Ltd..  120  Campden  Hill  Rd..  London,  W8  7AR.  ENGLAND  TEL:  (071 )  221-5200  FAX:  (071 )  221-49.34 
Resorts  Management  Inc.,  The  Carnage  House.  201 East  29th  St..  New  York.  N.Y.  10016  U.S.A.  TEL:  (800)  225-4255  -  (212)  696-4566  FAX:  (212)  689-1598 
La  Cure  Villas,  La  Cure  House,  275  Spadina  Rd.,  Toronto,  Ontano  M5R  2V3  CANADA.  TEL:  (800)  265-6070  Canada  -  (800)  387-1201  Ontano  -  (416)  968-2374 


neon 


Here  are  some  of  the  page- 
stoppers  as  voii  thumb  througli 
the  eatalog  of  top  C^aribbean 
eruises  and  resorts. 

NEWCOMERS:  Opening  in 
midw  inter  in  Puerto  Rieo  is  the 
El  Conquistador,  a  eli ff  top 
extrax'aganza  w  ith  such  extras  as 
concierge  guides  to  greet  you  at 
the  airport. 

Holida\'  Inns  is  making  a 
splash  this  fall  w  ith  its  first 
Holiday  Inn  Crowne  Plaza 
resort  —  right  on  St.  Thomas. 

Barbados'  blue  -  blooded 
Sandy  Lane  is  like  new  again, 
after  a  major  reno\'ation. 

At  Ocho  Rios  on  Jamaica, 
the  Raniada  Mallards  Beach 
Resort  is  about  to  reopen  as  a 
born-again  mega-resort.  And 
Radisson's  Ciboney,  w  ith  its 
st)'lizeci  "Great  House"  and 
sumptuous  \  illas  w  ith  personal 
pools,  has  the  works. 

AMERICAN  ALL  STARS: 
On  St.  Thomas,  Stouffer's 
Grand  Beach  Resort,  distinct- 
ively zigzag  in  shape,  is  a  super- 
attractix  e  wateringhole. 

hi  the  same  American  Virgin 
territory  is  the  Hyatt  Regency 
St.  lohn,  a  tropical  palace. 

LAS  VEGAS  SOUTH:  In 
Puerto  Rico,  the  El  San  luan 
has  plenrv'  of  zing  w  ith  its 
humongous  casino  and  garden, 
ocean,  pool,  and  tower  rooms. 

The  gambling  gig  is  also  w  hat 
attracts  the  meeting  and  incentix  e 
plavers  to  Merv  Griffin''s  Paradise 

StouJfcr''s  Grajid  Bench 
Resort  is  an  overhead  smash 
with  duty-free  shops  as  well 
as  a  rich  mix  of  sports. 


Island  Resort  in  Nassau. 

For  a  setting  w  orthy  of  exec- 
utives who  attend'  the  Business 
Roundtable,  book  the  resort's 
Ocean  Club,  once  owned  by 
A&P  heir  Huntington  Hartford. 

CARIBBEAN  CLASSICS: 
Nestling  among  the  x  arious 
Virgin  Islands  are  two  Rocke- 
feller-created resorts  with  plent)' 
of  panache. 

Cancel  Bay  is  a  manicured 
retreat  with  rustic  rooms  and  top- 
drawer  guests  such  as  Ladx  bird 
Johnson  and  President  Bush. 

Amidst  the  boulders  of  Vir- 
gin Gorda  is  Little  DLx  Bay, 
done  with  Park  A\enue  taste. 

The  Bitter  End  Yacht  Club 
and  Marina,  another  Virgin 
Gorda  resident,  is  all  spinnakers, 
regattas,  and  salt)'  dogs  who  keep 
the  sea  stories  flowing  at  the  bar. 

GOLF  GAMBITS:  On  St. 
Thomas,  Mahogany  Run  Villas 
has  die  best  golf,  all  orchestrated 
by  George  and  Tom  Fazio. 

Between  them  the  low  -slung 
Hyatt  Dorado  Beach  and  the 
tall,  brassier  Hyatt  Cerroniar, 
just  down  the  road,  share  four 
courses  that  w  ind  through  a  for- 
mer plantation  west  of  San  Juan. 


Play  Pete  Dye's  challenging 
Cajuiles  I  —  seven  holes  hug  the 
rocky  seashore  —  at  Casa  de 
Campo,  the  Dominican  Repub- 
lic's stellar  resort. 

Corporate  bigwigs  pour  into 
the  Hyatt  Regency  Grand 
Cayman,  with  its  countrv-club 
look,  British  manners  and  Robert  ^ 
Trent  Jones  course. 

Golf  telecasts  from  the 
Caribbean Try  Tryall  Golf, 
Tennis  &  Beach  Club,  near 
Montego  Bay  in  mountainous, 
jungle-clad  Jamaica.  This  winter 
it  will  host  the  Johnny  Walker 
tournament. 

RENT-AN-ISLAND:  If  you 
want  an  island  all  to  your 
coiporate  self,  here  are  x\\o  gems 
in  the  British  Virgins. 

•  Prix  ateh'  owned  b\'  the 
Amway  Corporation,  the  52- 
room  Peter  Island  Yacht  Club, 
has  to-die  bathrooms  anci  pillows 
in  its  Deadman's  Bay  villas  — 
with  mini-gardens  as  well. 

•  Virgin  Atlantic  owner 
Richard  Branson  counts  74-acre 
Necker  Island  among  his  airline- 
and-music  enterprises.  Harrison 
Ford,  Princess  Di,  and  other 
celebrities  ha\  e  staved  at  his 
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All-Inclusive.  All  In  The  Name  Of  Love. 

I 

feafhtaking  expanse  of  private  white-sond  beach  beckons.  Tucked  away  are  award-winning  gourmet  restaurants.  From  intimate  candlelit  dinners  with 

imocks  for  two.  Palms  sway  outside  beachfront  rooms  and  one-bedroom  suites,  white-glove  service,  to  sizzling  anytime  snacks.  Any  cocktail  you  can  imagine 

setting  is  amorous.  The  hospitality  and  service  are  worm  and  wonderful. ..simply  comes  your  way  effortlessly  at  one  of  our  four  bars.  Including  our  signature 

best  in  the  Caribbean.  Sandals,  the  couples-only  paradise  that  dreams  are  swim-up  pool  bars.  Swing  into  championship  golf,  dive  into  scuba,  sailing, 

Je  of.  Choose  from  six  along  Jamaica's  exquisite  North  Coast  or  our  newest  in  snorkeling  or  water-skiing.  Do  it  all  or  nothing  at  all.  All  for  one  fully  inclusive 

rming  Antigua.  Stay  at  one  Jamaican  Sanaals  and  enjoy  all  six,  including  1 9  price.  Even  tips  and  service  charges.  Call  your  travel  agent  or  1  -800-SANDALS. 


li 


MDALS  MONTEGO  BAY  •  SANDALS  ROYAL  CARIBBEAN  •  SANDALS  NEGRIL  •  SANDAIS  OCHO  RIOS  •  SANDALS  DUNN'S  RIVER  •  SANDALS  INN  •  SANDALS  ANTIGUA 

UNIQUE  VACATIONS  IS  THE  WC«IDWIDE  REPRESENTATIVE  FOR  SANDlALS  RESORTS. 


special  AuN'ci'tising  section 


Ralincsc-st\lc  house. 
ALLURING  AWARDS: 
Here  are  some  "rewards"  for 
your  best  performers. 

•  Wyndham  Rose  Hall,  a 
taxorite  at  Montego  Bay  w  ith 
tennis,  u,olt',  and  a  ealypso  beat,  is 
next  to  the  home  ot  the  "White 
Witeh  of  Rose  Half" 

•  It's  casual  retinement  55  miles 
w  est  —  in  Oeho  llios  —  at  Sans 
Souci,  an  aerie  w  ith  a  beach  far, 
far  below  . 

•  White  \  illas,  flow  ery  terraces, 
smashing  \  icw  s  of  sand  and  sea 
—  St.  Martin's  La  Samanna 
mixes  Mykonos  and  Marrakesh 
in  about  cc]ual  portions. 

•  On  St.  Lucia,  the  island  w  ith 
those  twin-conical  Pitons  —  as 


startling  to  see  as  I^o\s  Sugarloaf 
—  is  the  Cunard  Hotel  La  Toe. 
It\s  the  kind  of  place  w  here  you 
get  terrycloth  robes,  kimonos, 
and  a  hibiscus  on  your  bed. 

BERMUDLVN  BALM: 
('harming,  coz\',  anci  conxenient, 
Bermuda  is  a  spot  of  British 
cix  ility  in  the  Atlantic,  a  mere 
770  or  so  miles  from  New  York. 

•  Dozens  of  blue-chip  comp- 
anies book  the  Southampton 
Princess,  a  sw  .ink  rest)rt  w  ith  a  tlill 
plate  of  facilities  ti'om  Hsh  chow- 
der dining  to  gorgeous  fairways. 

•  At  Tucker's  Town  is 
Marriott's  Castle  Harbor 
Resort,  a  great  golfing  getaw  aw 

FLOATING  RESORTS: 
Here  are  some  notables  amone 


the  more  commodiotis  cruise  ships 

•  Royal  Caribbean  runs  a  nine  : 
ship  flotilla  of  Rolls  with  an  effi- 
ciency that  would  put  many  com- 
panies "in  search  of  excellence" 
to  shame.  Its  newest  ships,  from 
the  Sovereign  of  the  Seas  to  the 
Majesty,  arc  as  commodious  as  \ 
pre-World  War  II  ocean  liners  — 
and  loaded  with  the  bells  and 

w  histles  of  the  90s. 

•  No  company  has  put  more  : 
pizzazz  into  cruises  than 
Carnix  al,  which  fancies  itself  the 
"General  Motors  of  Cruising" 
with  ships  to  lit  e\er\'  personalit\- 
and  pocketbook.  Two  of  its 
floating  amusement  parks  are 
Ecstasy  and  Fantasy. 

•  Carnix  al's  Holland- Aiierica 


Blueprint  For  Successf 


jnc  sails  w  ith  a  reputation  for 
inc  food,  rit/\'  scr\  icc  and  tastc- 
lil  decor  aboard  its  Nieuw 
Vnisterdam  and  Noordam  ( a 
icar-idcntical  twin  ),Westerdam 
\ith  sliding  mcgadomc  to  permit 
wimming  in  the  rain,  and 
l.otterdam,  still  a  class  act. 

•  Costa's  Cx"lebrity  Crtiises  is 
:atching  the  eye  of  aficionados 
vith  its  rakish,  high-tech 
riorizoii  and  Zenith,  plus  its 
•Icgantly  Old  VVodd  Meridian. 
The  Costa  Classica  is  the  line's 
lew  seagoing  limo. 

•  The  massive  Norway,  larger 
han  Cunard's  QE2,  is  the 
■azzlc-dazzlc  showpiece  of 
Vor\\'egian  Cruise  Line. 

•  Actor  Gavin  McLeod,  Captain 


Stubing  of  TV's  'i.o\e  Boat," 
still  does  promotional  stints  for 
P&()\s  Princess  C^ruises.  And  the 
line's  fleet,  from  the  HolK^xood- 
st\'le  Royal  Princess,  w  ith  all 
outside  cabins,  to  the  dolphin- 
looking  Crown  Princess,  keeps 
its  lock  on  glamour. 

SEAGOING  SUITES:  If  vou 
want  Sa\'ile  Row  tailoring  rather 
than  a  readv-to-wear  cruise,  put 
your  group  aboard  a  yacht. 

•  In  the  Park  Lane  category  is 
CAinard  —  with  its  1 16-passenger 
Sea  Goddess  I  and  II,  often 
booked  bv  Chrysler,  Pepsi,  and 
other  blue-chips.  It's  champagne 
and  ca\'iar  in  limitless  dollops 
when  \'ou  board  and  pjiglish 
butler  serx  ice  during  your  cruise. 


"  The  Goddesses  cost 
S65,()(){)  a  da\'  for  a  hill  charter," 
says  David  Morris,  (^mard's 
senior  vice-president  of  sales. 
"Sounds  like  a  lot.  Hut  is  any- 
bod\'  Linhapp\'  w  hen  they  get  otfr 

•  Renaissance  Cruises'  100- 
passenger  Renaissance  II  and 
1 14-passenger  VI  yachts  oper- 
ating out  of  Antigua  roam  the 
C'aribbean  on  seven-day  cruises. 
BEFORE  THE  MAST:  If  you 
prefer  sailing  to  motoring,  here 
are  several  top  choices. 

•  The  1 48 -passenger  Wind 
Star  and  Wind  Spirit,  Carnix  al's 
two  Cadillacs,  slip  in  and  out  of 
Bequia  and  other  idyllic  spots. 

•  Buick  is  just  one  of  many 
companies  that  ha\  c  taken  o\  er 


/lEETiNGS  And  Incentives. 


Size:  More  than  9, 500  square  feet  of 
contiguous  meeting  space  availaljle  -  more 
than  2, 000  square  feet  of  which  can  be 
100%  group  dedicated. 

Seating:  A  total  of 2,000  available  seats 
throughout  ship  -  nearly  500  of  which  are 
contiguous  -  nearly  300  of  which  can  be 
100%  group  dedicated. 

Flexibility:  High  image  Executive  Board- 
room adjoins  House  of  Lords  Conference 
Center  convertible  from  one 
room  to  two.  Spread  out 
farther  into  Rendezvous 
Meeting  Area  and 
Royal  Fireworks 
Lounge.  Also  conti- 
guous is  Bookend 


CRUISE  LI 


Library  and  Queen  of  Hearts  Card  Room. 

A/VFquipment:  Selection  of  fixed  and 
moveable  monitors,  VCRs,  phones,  fax 
machines,  projection  equipment  and 
microphones. 
Food  Service:  Available  in  all  areas. 
Customized  Programs  &  Fvents: 
Nearly  anything's  possible. 
The  Royal  Majesty  is  a  brand-new  ship 
with  1, 056  passenger  capacity  begin- 
ning service  from  Miami 
on  September  18, 1992. 
Call  the  Vice  President 
of  Charters,  Incentives 
N  E  and  International  Sales, 

at  1-800-645-8111, 
Ext.  5160 


Ship's  Registry  Panama. 


Special  Advertising  Section 


Club  Med  I,  the  French  chain's 
386-passengcr  schooner. 

Sizing  Up 
1  he  Tax  Angles 

'Y'cju  can  stage  a  get-together  in 
the  Caribbean  w  ithout  incurring 
the  IllS's  wrath.  But  the  tax 
sleuths  look  askance  at  "personal 
vacations  disguised  as  business 
trips,"  says  Jonathan  T.  How  e, 
legal  counsel  for  Meeting 
Planners  International. 

Bex'ond  that  fundamental, 
here  are  the  main  guidelines: 

•  You  can  deduct  the  cost  of 
meetings  in  Puerto  Rico  and  the 
U.  S.  Virgin  Islands. 


•  You  can  also  w  rite  off  costs  of 
meetings  in  "beneficiary  coun- 
tries." Currently  on  that  list: 
Barbados,  Dominica,  Dominican 
Republic,  Grenada,  Trinidad  and 
Tobago. 

•  There's  also  a  special  income 
tax  arrangement  with  Jamaica. 

•  Incentive  trips  to  the 
Caribbean  wouldn't  be  such  a 
booming  business  if  it  w  eren't 
for  their  deductibilit)'. 

Recharging  Your  Batteries 

H  ere  are  fi\'e  ways  to  help 
make  your  Caribbean  get- 
together  a  winner. 
( I )  Split  your  incenti\'e  betw  een 


two  islands  -  or  ship  and  island. 

( 2 )  Gi\'e  as  much  thought  to 
room  assignments  as  you  would 
to  the  seating  plan  for  a  party. 

( 3 )  Book  a  surprise  guest 
speaker  or  get  the  top  entertainer 
on  shipboard  to  put  on  a  show. 

( 4 )  Gi\'e  spouses  or  companions 
ec]ual  time  in  vour  planning. 

(5)  Have  a  shore-to-ship 
"greetings"  or  "farewell"  from 
your  CEO  piped  in. 

As  Dax'id  Brew  er,  general 
manager  of  Little  Dix  Bay,  puts 
it,  "Taking  a  break  in  the 
Caribbean  is  a  great  way  to 
recharge  your  batteries."  * 

TIk  test  ivns  written  by  Paul  Biiruhnm 
Finiicv  ofFinlvn  Enterprises  hie. 
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3DESS  CARIBBEAN  CRUISES 


THE 
U  LTIM  ATE 
I  NCENTI  VE 


With  58  virtually  identical  suite  rooms  and  u 
I'Airopean  crew  that  will  <5o  to  extraordinan 
lengths  to  pamper  each  i^uest,  Sea  (joddess 
offers  a  choice  of  itineraries  from  the  nearb\ 
Caribbean  to  the  magical  Mediterranean  and 
exotic  Orient,  l-or  a  tnil\  unique  incenti\e, 
consider  a  Sea  Goddess  charter  of  days  or 
more.  For  more  information  call  David  R. 
Morris,  Senior  VP  of  Sales,  at  212-880-7410. 

Sea  '  loddess  1  A.  II  aj  c  re;iistered  In  \or\\a\. 
«Ji''M2(:unard. 


CUN ARD 

A  TBAFALGAR  HOUSE  COMPANY 
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'TEMBER  21,  1992 


BY  JAMES  C.  COOPER  AND  KATHLEEN  MADIGAN 


VILL  THE  FED  PUT  AMERICA 
tACK  TO  WORK? 


THE  FED  EASES 
YET  AGAIN 


JAN  '91  SEPT  '92- 

PEBCfNI,  MONTHLY  AVERAGE  'AS  Of  SEPT  4 
DAW:  FEDERAL  RESERVE,  BW 


f  you  thought  the  Federal  Reserve's  work  on  firing  up 
this  economy  was  finished,  think  again.  The  La!)or 
Dept.'s  disappointing  report  on  August  employment, 
lich  came  on  the  heels  of  other  recent  signs  that  the  re- 
very  is  still  more  smoke  than  fire,  gave  the  Fed  good 
ason  to  do  some  more  stoking. 

A  few  hours  after  the  Sept.  4  release  of  the  job  data, 
lich  showed  a  surprisingly  sharp  contraction  in  business 
yrolls,  the  Fed  did  what  most  analysts  only  a  few 
;eks  ago  thought  would  be  unnecessary:  It  eased  mon- 
iry  policy  in  the  face  of  a  stagnant  economy  for  the  18th 
ne  since  the  recession  began  in  July,  1990. 

With  a  solid  recovery  still  elu- 
sive, the  Fed  shaved  a  quarter- 
point  fi"om  the  federal  funds  rate, 
dropping  it  to  3%  (chart).  This 
key  rate  on  interbank  borrow- 
ing is  down  from  8Vi%  at  the 
start  of  the  I'ecession,  and  it  is  at 
its  lowest  since  1963.  The  sad 
state  of  the  labor  markets  sug- 
gests that  further  easing  may 
well  be  forthcoming. 

The  weakening  U.  S.  dollar  in 
'eign  exchange  markets  complicates  the  Fed's  efforts  to 
m  interest  rates  further.  However,  the  sagging  of  the 
eenback  isn't  likely  to  preempt  another  easing  move  as 
\g  as  the  combination  of  a  floundering  economy,  weak 
)ney  growth,  and  low  inflation  demands  it. 

ARE  LOWER  If  the  central  bank  eases  policy  again,  it 
RATES  THE  will  also  cut  the  discount  rate— which  the 
CURE  FOR  Fed  left  at  3%  in  its  latest  action-by  at 
OUR  Ills?  least  half  a  point,  and  banks  will  cut  their 
ime  rate.  But  the  big  question  remains:  Will  lower 
tes  revive  the  economy?  The  Fed  has  only  six  half- 
int  cuts  in  the  discount  rate  left  in  its  arsenal. 
That  should  be  more  than  enough.  The  lowest  interest 
tes  in  three  decades  need  not  sound  so  dire,  if  they  are 
?wed  in  the  context  of  cvuTent  inflation.  The  last  time  in- 
ition  was  3%  or  less  for  two  years  running— which  is 
:ely  for  1992  and  1993— was  also  three  decades  ago. 
In  fact,  after  subtracting  inflation,  the  real  federal 
nds  rate  is  currently  about  zero,  but  it  has  been  much 
tver  than  that  on  many  occasions  in  the  postwar  era.  In 
at  context,  an  even  lower  federal-funds  rate  would  l)e 
r  from  an  historical  anomaly.  In  the  past,  the  real  funds 
te  typically  has  fallen  well  into  negative  territory  before 
e  onset  of  a  healthy  recovery. 


Moreover,  lower  interest  rates  directly  address  one  of 
the  economy's  core  problems:  its  gargantuan  private-sec- 
tor debt.  For  example,  net  interest  paid  by  nonfinancial 
corporations  has  fallen  from  a  record  31.7%  of  cash  flow  at 
the  end  of  1990  to  only  25.8%  in  the  second  quarter.  That 
is  the  lowest  percentage  in  four  years,  and  it  is  largely  the 
result  of  corporations  refinancing  their  debt  at  lower 
interest  rates. 

Lower  rates  are  helping  households  shore  up  their  l)al- 
ance  sheets  in  the  same  way,  but  their  progress  has  been 
slower,  in  large  part  because  a  weak  job  market  has  held 
l)ack  growth  of  consumers'  incomes.  That's  because  corpo- 
rations are  boosting  their  earnings,  but  they  are  doing  it 
by  eliminating  jobs. 


IT  RAIHED 
PIHK  SUPS 
IH  PRIVATE 
IHDUSTRY 


Indeed,  nonfarm  industries  slashed  pay- 
rolls by  83,000  workers  in  August— a 
month  when  a  temporary  government- 
jobs  program  for  teenagers  Iwosted  em- 
ployment by  nearly  that  amount.  Excluding  the  govern- 
ment, private-sector  jobs  fell  by  a  stunning  167,000— the 
largest  drop  since  the  recession  losses  in  early  1991. 

The  job  losses  were  broad. 
Only  41.7%  of  the  356  industries 
in  the  government's  survey  add- 
ed workers  to  their  payrolls  last 
month  (chart).  That's  the  least 
in  about  a  year  and  a  half.  The 
two  biggest  losers  in  August 
were  retail  trade,  which  handed 
out  71,000  pink  slips,  and  manu- 
facturing, which  let  go  97,000 
workers.  The  factory  workweek 
was  unchanged  at  41  hours,  so 
industrial  production  in  August  appears  to  have  declined. 

Still,  the  August  report  did  have  some  bright  spots 
that  have  important  implications.  First  of  all,  the  overall 
nonfarm  workweek  jumped  from  34.3  hours  to  34.7  hours. 
So,  despite  the  job  losses,  total  work  time  managed  to 
rise,  suggesting  that  nonfai^m  output  continued  to  ,gain 
ground  last  month. 

The  other  good  news  is  that  average  weekly  earnings 
posted  a  huge  1.8%  increase— the  largest  monthly  gain  in 
more  than  10  years.  Again,  despite  fewer  jol)S,  personal  in- 
come in  August  is  likely  to  show  a  stout  advance. 

In  general,  the  disparity  of  movements  in  jobs  and 
hours  and  the  unusually  big  increases  in  hours  and  pay 
suggest  some  quirks  in  the  Labor  Dept.'s  seasonal-ad- 
justment process  that  appear  to  have  distorted  the  picture 
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of  the  August  labor  markets.  Both  hours  and  pay  in  Sep- 
tember are  likely  to  give  back  some  of  their  outsized 
August  gains. 

Moreover,  the  effects  of  Hurricane  Andrew  and  the 
end  of  the  summer -jobs  program  will  depress  September 
payrolls.  As  a  result,  the  unemployment  rate,  which 
slipped  to  7.6%  in  August  from  7.7%  in  July,  is  likely  to 
edge  back  up. 

JOB-LOSS  Soft  labor  markets  continue  to  hamper 
FEARS  FUEL  household  efforts  to  spruce  up  their  fi- 
PAYDOWNS  nances.  Thanks  to  lower  interest  rates, 
IN  DEBT  many  consumers  have  made  strides  in  re- 
ducing the  liability  side  of  their  balance  sheets.  They  are 
refinancing  mortgages  and  paying  down  debt  (chart).  But 
with  no  new  jobs,  income  growth  will  suffer,  and  that  will 
keep  consumers  from  spending. 

Wage  growth  picked  up  in  Au- 
gust. The  average  nonfarm  wage 
rose  7<P  per  hour,  to  S  10.65.  That 
jump,  plus  the  longer  workweek, 
is  what  fueled  the  big  advance  in 
nonfarm  weekly  pay.  Although 
that  gain  ensures  an  increase  in 
personal  income  last  month, 
growth  in  weekly  pay  is  still  too 
weak  to  provide  a  sustained 
boost  to  consumer  spending. 
Over  the  past  year,  weekly  pay 
has  risen  just  2.6%.  That's  the  same  sluggish  pace  as  a 
year  ago— and  lower  than  the  rate  of  inflation. 

With  pay  gains  falling  behind  the  cost  of  living  and  jobs 
being  permanently  lost,  the  numbers  show  that  more 
households  are  having  difficulty  making  ends  meet.  The 
delinquency  rate  on  installment  debt  rose  to  a  record 
high  of  2.88%  in  the  first  quarter.  Mortgage  payments 
overdue  by  at  least  30  days  also  edged  up  a  bit  in  the  sec- 
ond quarter,  to  4.77%,  although  the  rate  remains  below  its 
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TRUCKS  \ 
KEEP  GAINING  | 


recent  high  of  5.28%  hit  in  the  second  quarter  of  Vtl 

Most  consumers,  however,  are  adjusting  to  slow  n- 
come  growth  by  reining  in  their  spending,  especially  »r 
big-ticket  items.  Sales  of  new  U.  S.-made  cars  have  fabii 
for  two  straight  months,  dipping  by  7%  in  Augusts 
slightly  below  the  6  million  mark  at  an  annual  rate. 

Light  trucks  are  taking  up  some  of  the  slack  in  ii 
sales.  These  vehicles,  including  jeeps  and  minivans,  c- 
counted  for  40.8%  of  U.  S.-made  cars  and  trucks  soklr 
August,  up  from  36.6%  a  year  ago  (chart). 

Other  households  are  coping 
by  paying  off  their  outstanding 
bills.  Consumer  installment  cred- 
it dropped  by  $1.1  billion  in  .July, 
the  sixth  consecutive  decline  in 
borrowing.  Debt  outstanding  has 
fallen  to  $721.5  billion— the  lowest 
level  in  more  than  two  years. 

Auto  financing  rose  by  $521 
million,  but  that  hardly  offset  the 
$2.6  billion  plunge  in  car  loans 
in  June.  And  consumers  used 
their  credit  cards  less  in  July.  Revolving  debt  fell 
$143  million  in  the  month.  Such  debt  has  risen  by  j 
5.4%  over  the  past  12  months,  much  slower  than  its  8. 
increase  in  the  previous  year.  Weak  demand  for  credit 
fleets  the  softness  in  consumer  spending. 

Some  homeowners  may  get  a  lift  to  their  cash  flow 
refinancing  their  mortgages.  The  Mortgage  Bank' 
Assn.'s  index  of  applications  to  refinance  remained  a 
fairly  high  level  in  August.  The  latest  Fed  easing  op( 
the  way  for  further  reductions  in  mortgage  rates— c 
more  applications  to  cut  monthly  mortgage  payments, 

That  means  more  money  for  spending.  And  increa; 
demand  will  spur  businesses  to  offer  what  househo 
really  need:  more  new  joljs.  For  the  Fed,  that  me? 
pushing  interest  rates  low  enough  to  shore  up  consun 
and  corporate  finances  and  get  America  back  to  work 
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THE  WEEK  AHEAD 


CONSUMER  PRICE  INDEX 


Tiiesddij,  Sept.  15,  8:30  a.m. 
Consumer  prices  prolialily  increased  liy 
just  0.2%  in  August,  say  economists  sur- 
veyed by  McGraw-Hill  Inc.'s  MMS  Inter- 
national. Prices  rose  just  0.1%  in  July 
and  are  up  just  3.2%  from  a  year  ago. 
Excluding  the  volatile  food  and  energy 
components,  pr'ices  are  expected  to  have 
risen  by  0.3%  in  August,  after  0.2%  ad- 
vances in  June  and  July. 


RETAIL  SALES 


Tuesdaij,  Sept.  15,  H:SO  a.t)i. 
Retail  sales  likely  wei'e  little  changed 
in  August,  after  rising  0..5%  in  July. 
Lnckluster  car  sales  offset  mild  gains 
elsewhere.  In  particular,  rainy,  cool 


weather  in  August  pi"ohal)ly  helped  sales 
of  new  autumn  apparel.  Still,  consumers 
remain  reluctant  to  shop.  After  large 
gains  in  January  and  February,  retail 
sales  have  gone  nowhere. 

INDUSTRIAL  PRODUCTION  

Wedne.sday,  Sept.  16,  9:15  (uni. 
Output  at  the  nation's  factories,  mines, 
and  utilities  prol:)ably  fell  by  0.3%  in  Au- 
gust, after  a  0.4%  gain  in  July,  forecasts 
the  MMS  report.  That's  suggested  by  the 
sharp  97,000  drop  in  manufacturing  jobs 
last  month,  along  with  no  change  in  the 
factory  workweek.  Because  of  the  outijut 
decline,  capacity-utilization  rates  for  all 
industry  likely  fell  to  78.6%  in  August, 
from  78.9%  in  July.  That  would  be  the 
lowest  operating  rate  since  March. 


BUSINESS  INVENTORIES 


Wediie.sdat/,  Sept.  16,  10  a.m. 
Inventories  stored  at  factories,  whJ 
salers,  and  retailers  likely  edged  up  y 
0.1%  in  July,  after  I'ising  0.6%  in  Jii3 
Most  of  the  June  gain  was  in  retail  sli; 
levels,  which  grew  by  0.8%. 

MERCHAHDISE  TRADE  DEFICIT 


J 


Thnrsdnij,  Sept.  17,  ti:SO  a.ui. 
The  trade  deficit  probably  widened  ti 
billion  in  July,  from  $6.6  billion  in  Ju 
Expoi'ts,  which  jumped  7.2%  in  Jus, 
are  expected  to  fall  back  a  bit.  Impois. 
up  4.7%  in  June,  are  also  expected  o 
drop  slightly.  Aftei"  providing  some  tt 
to  the  economy  in  1991,  foreign  ti-ad«s 
starting  to  subtract  from  growth. 
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THE  ECONOMY  I 


SEPTEMBER  21,  1992 


NO  HELP 
WANTED 

ONGOING  LAYOFFS  ARE  HOBBLING  THE  RECOVERY 


Two  years  ago,  the  future  looked 
bright  for  Donovan  A.  Martin. 
Armed  with  an  accounting  degree 
from  Atlanta's  Morehouse  College,  Mar- 
tin landed  a  job  as  an  accountant  with  a 
public  accounting  firm  near  Detroit. 
Earning  $22,500  a  year,  he  began  paying 
back  his  $22,000  in  student  loans.  Even 
when  he  got  laid  off,  Martin  figured  an- 
other job  couldn't  be  far  off. 

Now,  one  year  and  a 
dozen  job  interviews  later, 
the  27-year-old  has  found 
his  niche  in  the  economy — 
at  the  bottom.  Time  after 
time,  Martin  says,  he  has 
been  told  by  the  likes  of 
General  Motors,  Ford,  and 
the  Federal  Reserve  Bank 
of  Chicago  that  they  are  in 
a  prolonged  hiring  freeze 
while  trying  to  downsize 
their  operations.  "The  dino- 
saurs want  to  be  gazelles," 
says  Martin. 

Welcome  to  the  1992  re- 
covery. Although  gross  do- 
mestic product  has  grown 
for  five  straight  quar- 
ters— albeit  at  an  anemic 
1.6'/'  or  so  per  quarter — 
jobs  are  scarcer  than  ever. 
Indeed,  the  latest  statistics 
paint  a  picture  of  a  job 
market  going  in  reverse: 
Manufacturing  employ- 
ment plummeted  by  97,000  in  August, 
capping  three  years  of  almost  steady  de- 
cline. Adult  unemployment,  meanwhile, 
hit  nearly  7'/  during  the  month,  its  high- 
est level  since  the  early  1980s. 

That's  why,  when  Sony  Corp.  in  July 
announced  100  job  openings  at  its  new 
television  assembly  plant  outside  Pitts- 
burgh, some  20,000  people  responded.  In 
August,  11  companies  in  California's  Sili- 
con Valley  announced  layoffs.  On  Sept. 
9,  Apple  Computer  Inc.  announced  that 
it  planned  to  cut  345  jobs.  And  General 
Motors  Corp.  now  says  it  is  committed 
to  slicing  74,000  jobs  by  the  middle  of 
the  decade. 


How  bad  have 
things  gotten? 
When  Sony  put 
the  word  out  in 
July  that  100  jobs 
were  opening  at 
its  new  TV 
assembly  plant 
outside 

Pittsburgh,  some 
20,000  people 
responded 


Simply  put,  more  than  two  years 
after  the  recession  started,  Corporate 
America  is  still  paring  payrolls  to  try  to 
shore  up  profits  in  the  face  of  weak 
demand.  Add  in  defense  cuts  and  slow 
growth  overseas,  and  the  downward 
pressure  on  jobs  is  almost  irresistible. 

The  outlook  isn't  likely  to  improve 
soon.  The  economy's  weakness  and  the 
end  of  a  government  summer  jobs  pro- 
gram employing  88,000 
people  means  that  the  Sep- 
tember employment  re- 
port, which  comes  out  in 
early  October,  may  be 
equally  dismal.  By  Election 
Day,  the  unemployment 
rate  could  brush  8"''^,  de- 
spite the  mild  stimulus 
that  President  Bush 
planned  to  offer  in  a  major 
economic  address  on  Sept. 
10.  "It  looks  like  this  reces- 
sion has  nine  lives,  and  I'm 
not  sure  which  life  we're  in 
at  the  present  time,"  says 
John  V.  Roach,  Tandy 
Corp.'s  chief  executive. 
JADED.  The  weak  labor 
market  has  made  jobs,  or 
the  lack  of  them,  the  top 
issue  in  the  Presidential 
campaign  (page  32).  "We 
are  concerned  for  our  chil- 
dren," says  George  Esler 
of  Parkville,  Mo.,  who 
works  at  a  Pontiac  plant  in  nearby  Fair- 
fax, Kan.  "We  have  sons  and  daughters 
who  are  graduating  from  high  school 
and  college,  and  there  are  no  jobs  for 
them."  Some  think  the  weak  numbers 
could  work  in  candidate  Bill  Clinton's 
favor.  Indeed,  Rudolf  Hermes  of  Parma, 
Ohio,  rolls  his  eyes  when  he  and  his  wife 
Barbara  are  asked  about  George  Bush. 
"I'm  not  sure  Clinton  will  be  any  better, 
but  at  least  he  seems  to  have  a  plan." 
But  other  voters  are  simply  jaded.  Says 
Fontella  Jamison,  payroll  supervisor  at 
Independence  (Mo.)  Memorial  Hospital: 
"I  really  don't  think  Clinton's  economic 
plan  will  work  any  better  than  Bush's." 


viuovW 

RUN  # 


Neither  candidate  can  do  much  ab( 
the  scariest  weak  spot  in  the  job  mark 
The  potential  that  job  cuts  may  st 
feeding  on  themselves.  No  new  j( 
means  no  growth  in  household  inco 
and  spending.  And  since  personal  C( 
sumption  makes  up  two-thirds  of  gr( 
domestic  product,  consumers  who  ca 
or  won't  spend  give  most  compan 
more  reason  to  fire  than  hire.  "Co 
cutting  does  make  companies  more  p 
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MANUFACTURING  JOB: 
ARE  STILL  ERODING. 


JUNE '90 
▲  MILLIONS  OF  JOBS 
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:tive,"  says  Lawrence  Chimerine,  se- 
r  adviser  to  DRi/McGraw-Hill,  "but  it 
3  hurts  the  economy  because  you  lose 
.sumers." 

'o  be  sure,  the  great  American  job 
chine  has  not  come  to  a  complete 
t.  "If  you  take  a  look  at  the  U.  S.  and 
I  compare  it  to  the  U.  K.,  or  anywhere 
3  with  the  exception  of  Germany,  it's 
ng  pretty  well,"  says  Anthony  J.  F. 
ieillv,  CEO  of  H.J.  Heinz  Co.  Some 


businesses  are  still  expanding 
and  hiring  new  workers,  and  the  Fed's 
recent  interest-rate  cuts  are  putting 
more  money  into  homeowners'  pockets. 
That  should  eventually  spur  consumer 
demand.  But  while  easier  money  has 
managed  to  keep  the  economy  from 
sinking  back  into  recession,  it  hasn't  yet 
induced  businesses  to  create  enough 
new  jobs  to  offset  ongoing  layoffs.  And 
any  prospect  for  aggressive  fiscal  policy 
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LABOR  DAY  PARADE  IN  DETROIT:  97,000 
MANUFACTURING  JOBS  VANISHED  IN  AUGUST 

has  been  hampered  by  the  enormous 
budget  deficits  (page  30). 

That's  why  many  forecasters  now  be- 
lieve the  economy  will  eke  out  only  an 
anemic  1.5%  to  2%  growth  rate  in  the 
second  half,  far  below  the  3%  to  3.5% 
many  had  anticipated.  And  some  fear 
that  the  economy  will  dip  back  into  re- 
cession. "You  could  have  a  very  danger- 
ous six-month  period,"  says  Norman 
Robertson,  chief  economist  at  Mellon 
Bank.  "Worries  about  jobs  and  incomes 
are  overriding  the  low  interest  rates." 

That's  what  happened  to  sales  at  Ten- 
neco  Automotive,  a  $1.7  billion  auto 
parts  supplier  based  in  Lincolnshire,  111. 
When  business  fell  off  in  August,  after 
a  strong  first  half,  the  company  put  6  of 
its  37  worldwide  plants  on  4-clay  work- 
weeks and  laid  off  300  temporary  work- 
ers. President  John  P.  Reilly  blames  the 
decline  on  collapsing  consumer  confi- 
dence. "People  are  worried  about  their 
jobs,"  he  says,  "so  they're  putting  off 
things  like  preventive  maintenance." 
SHAVED  WORKWEEKS.  Across  the  coun- 
try, announcements  of  big  job  cutbacks 
have  become  business  as  usual.  In  Seat- 
tle, Boeing  Co.,  which  has  already  cut 
about  8,000  jobs  this  year,  recently  an- 
nounced a  cutback  in  production  of  the 
757  jet  because  hard-pressed  airlines  are 
sharply  slowing  down  orders.  That  will 
probably  mean  further  job  erosion  start- 
ing next  year. 

Hewlett-Packard  Co.,  the  big  Palo 
Alto  (Calif.)  computer  and  instrument 
maker,  is  tightening  its  employment  belt 
as  its  customers  slow  spending  on  com- 
puters and  instruments.  HP  is  cutting 
back  on  temporary  employees,  and  it 
may  put  some  workers  on  a  "nine-day 
fortnight,"  in  which  people  stay  home 
without  pay  one  day  out  of  10. 

While  some  areas  of  the  country,  such 
as  the  Northeast  and  California,  have 
suffered  from  massive  losses  in  banking 
and  retailing  employment,  the  latest 
round  of  job  cut  announcements  have 
come  mostly  from  manufacturers.  The 
single  biggest  reason:  defense  cuts. 
Since  December,  1991,  six  key  defense- 
related  industries — ordnance,  aerospace, 
shipbuilding,  missile  manufacture,  com- 
munication gear,  and  navigation  ecjuip- 
ment — have  lost  some  100,000  jobs.  That 
accounts  for  two-thirds  of  the  fall  in 
manufacturing  employment. 

Southern  California  has  been  hardest 
hit.  The  latest  bad  news:  Hughes  Air- 
craft, which  bought  General  Dynamics' 
missile  unit  in  late  August,  announced 
on  Sept.  9  that  it  would  cut  4,000  work- 
ers employed  at  the  plant.  The  layoffs 
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Which  candidate  do  they 
favor?  At  least  Clinton 
"seems  to  have  a  plan  " 

RUDOLF  AND  BARBARA  HERMES 

Parma  (Ohio)  voters 


America's  job  machine  "is 
doing  pretty  well"  compared 
to  most  other  countries' 


ANTHONY  O'REILLY 

CEO,  H.J.  Heinz  Co. 


"We're  concerned  fore 
children.  .  .  .  There  are 
jobs  for  them  " 

GEORGE  ESLER 

Parkville  (Mo.)  auto  worker 


probably  won't  end  until  the  middle  of 
the  decade. 

Even  the  computer  indu.stry,  once  one 
of  the  nation's  strongest,  is  shrinking 
fast.  In  the  past  three  years,  it  has  lost 
some  50,000  jobs.  That's  partly  a  spill- 
over from  the  slowdown  in  defense 
spending.  Because  defense  and  other 
government  purchases  have  slacked  off, 
for  instance,  Encore  Computer  Corp.  in 
Ft.  Lauderdale,  Fla.,  reduced  its  work 
force  from  1,800  to  1,200  workers  during 
the  past  18  months. 

Of  course,  the  computer  biz  is  suffer- 
ing from  more  than  just  the  end  of  the 
cold  war.  Employment  has  fallen  as 
technology  drives  down  size  and  materi- 
als costs.  "The  industry,  as  it's  generally 
defined,  is  a  declining  work  force,"  says 
Ronald  L.  Skates,  cv.o  of  Data  General 
Corp.,  which  cut  1,000  jobs  this  year. 
"There  have  been  such  massive  in- 
creases in  productivity,  it  takes  fewer 
and  finvcr  [jeople  to  do  the  same  job." 
STEELYARD  BLUES.  Other  manufacturers, 
too,  are  finding  that  boosting  productivi- 
ty in  a  slow-growth  economy  means  they 
need  fewer  workers — and  many  of  those 
jobs  are  gone  for  good.  In  early  Septem- 
ber, U.  S.  Steel  unveiled  a  new  $250  mil- 
lion continuous  caster  at  its  Mon  Valley 
Works  in  Pittsburgh.  That,  says  U.  S. 
Steel  President  Thomas  J.  Usher,  saves 
5,000  steel  jobs  in  the  city.  But  when 
U.  S.  Steel  shifts  all  operations  from  the 
old  facility  to  the  new,  200  jobs  will  be 
lost.  Overall,  the  steel  industry  has  lost 
10^'*00  jobs  over  the  last  year. 

Companies  can't  even  count  on  ex- 


ports anymore,  which  were  a  big  plus 
for  the  economy  in  1991.  For  now,  eco- 
nomic weakness  in  Japan  and  Europe 
means  that  exports  won't  help  generate 
many  new  jobs  for  U.  S.  workers  this 
year.  That  hurts  companies  such  as  Cin- 
cinnati's Structural  Dynamics  Research 
Corp.,  a  maker  of  mechanical  design 
automation  software,  which  gets  31'/!  of 
its  revenues  from  the  Far  East.  As  some 
Japanese  customers  postpone  spending 
decisions,  SDRC  has  had  to  tighten  its 
belt  and  put  on  a  selective  hiring  freeze, 
says  SDRC  CEO  Ronald  J.  Friedsam. 

The  Japanese  appetite  for  U.  S.  goods 
may  be  helped  by  the  big  fiscal  stimulus 
package  that  the 
Japanese  govern- 
ment has  just  an- 
nounced. But  the 
news  out  of  Europe 
is  not  as  promising. 
With  Germany  push- 
ing money  market 
rates  up  to  9.757', 
other  European  na- 
tions have  had  to  fol- 
low suit,  damping 
growth  across  the 
Continent.  And  the 
pressure  may  not 
ease  soon.  "Bundes- 
bank action  [in  cut- 
ting rates]  is  going 
to  be  a  lot  later  than 
people  would  like," 
says  Michael  R.  Ro- 
senberg, head  of 
Merrill    Lynch  & 


Co.'s  international  bond  research  u 
Some  businesses,  luckier  or  smar 
than  the  others,  are  bucking  the  tn 
and  still  hiring.  Thanks  to  an  increas 
demand  and  the  construction  of  a 
mill  in  Hickman,  Ark.,  Nucor  Corp., 
Charlotte  (N.  C.)-based  steel  minimill 
erator,  has  added  about  200  workers  tfe 
year  and  will  add  100  more  before  yer 
end.  Also  expanding  is  AutoZone  Inc.) 
Memphis,  Tenn.,  a  do-it-yourself  a 
parts   retailer.   When  AutoZone  wi 
public  in  February,  1991,  it  operated 
stores.  By  the  end  of  its  fiscal  year 
Aug.  29,  the  store  count  was  up  to 
and  the  employee  total  stood  at  12. 
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"I  don  V  think  Clinton 's 
economic  plan  will  work  any 
better  than  Bush 's  " 

FONTEUA  JAMISON 

Independence  (Mo.)  payroll  supervisor 


■her  computer  industry 
iuctivity  means  "fewer 
%wer  people  "  are  needed 


RONALD  SKATES 

CEO,  Data  Gene-ol  Corp. 


"It  looks  like  this  recession 
has  nine  lives,  and  I'm  not 
sure  which  life  we're  in  " 


JOHN  ROACH 

CEO,  Tandy  Corp. 


e  company  plans  to  add  100  more 
ires  and  boost  employment  by  a  fur- 
!r  1,500  over  the  next  12  months. 
5ome  companies  are  even  benefiting 
im  the  weak  job  market.  Dallas-based 
mpUSA  Inc.,  the  nation's  largest  oper- 
)r  of  computer  superstores,  plans  to 
i  20  stores  and  100  employees  this 
cal  year  to  the  29  outlets  already 
m.  CEO  Nathan  Morton  attributes  part 
CompUSA's  success  to  the  downsizing 
big  companies:  "When  they  lay  off, 
ne  of  these  people  start  their  own 
siness,  and  small  businesses  are  a  big 
rt  of  our  customer  base." 
Housing,  too,  may  provide  jobs,  as  the 


PINfST , 


housing  market  responds  to  the  lowest 
mortgage  rates  since  the  early  1970s. 
The  Mortgage  Bankers  Assn.  reports 
that  mortgage  applications  to  buy  homes 
are  up  by  a  third  since  June.  And  home 
sales  at  Centex  Corp.,  the  country's  larg- 
est homebuilder,  are  up  65%  in  the  quar- 
ter, says  CEO  Laurence  E.  Hirsch.  The 
company's  backlog  at  the  end  of  August 
was  607<  higher  than  a  year  ago.  "We're 
looking  for  probably  the  second-best 
year  in  our  history,"  says  Hirsch. 
RAINY-DAY  MONEY.  But  the  big  drop  in 
interest  rates  engineered  by  the  Federal 
Reserve  over  the  past  three  years  has 
not  been  able  to  pull  the  labor  market 
out  of  its  slump.  For 
sure,  many  home- 
owners have  cut 
costs  by  refinancing 
their  mortgages,  but 
the  lower  rates  have 
also  cut  $30  billion 
off  consumers'  inter- 
est income. 

Even  when  they 
do  have  more  money 
in  their  pockets,  the 
fear  of  job  loss 
makes  consumers  re- 
luctant to  spend. 
Take  Larry  Fiset,  a 
37-year  old  machinist 
with  Raytheon  Co. 
who  is  refinancing 


SHUTTERED  BRITISH 
PUB:  WEAK  FOREIGN 
DEMAND  HURTS  JOBS 


his  Westford  (Mass.)  home.  His  job  is 
protected  by  17  years  of  union  seniority, 
but  last  March,  his  wife  was  laid  off  and 
went  without  work  for  two  months.  She 
eventually  took  a  job  for  much  less  pay 
than  her  last  one.  "There  are  going  to  be 
no  big  purchases,"  says  Fiset.  "We're 
saving  the  [mortgage]  money  in  case 
something  happens,  in  case  my  wife 
loses  her  job." 

Corporations,  too,  are  being  cautious 
in  their  capital  spending.  Lower  rates 
have  allowed  corporations  to  boost  their 
profits  by  127'  over  the  last  year,  says 
the  Commerce  Dept.  But  commercial 
and  industrial  loans  are  down  $20  billion 
since  the  beginning  of  the  year  and  still 
falling.  The  problem  isn't  high  rates. 
"It's  not  an  inability  to  hire  and  invest," 
notes  Mark  Zandi,  an  economist  at  Re- 
gional Financial  Associates.  "It's  an  un- 
willingness, a  lack  of  confidence  that  de- 
mand will  be  there." 

There's  growing  doubt  that  monetary 
policy  alone  can  restore  that  confidence. 
With  the  federal  funds  rate  at  3%, 
"there  are  only  three  bullets  left  in  the 
gun,"  says  David  A.  Wyss,  an  economist 
at  DRi/McGraw-Hill,  "and  the  last  24 
bullets  haven't  done  much  to  get  the 
economy  going."  A  growing  chorus  of 
economists  and  business  leaders  is  urg- 
ing a  federal  program  to  revive  the  econ- 
omy. If  the  job  picture  continues  to  dete- 
riorate, the  next  President,  whoever  he 
is,  may  have  to  heed  the  call. 

By  Michael  J.  Mandel  in  New  York,  with 
Stephanie  Anderson  Forest  in  Dallas,  Gary 
McWilliams  in  Boston,  and  bureau  reports 
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Commentary/by  Christopher  Farrell 


YES,  SPUR  THE  ECONOMY  WITH  PUBLIC  SPENDING 


Worried  about  your  job?  You 
should  be.  For  the  past  three 
years,  economic  growth  in 
the  U.  S.  has  averaged  a  mere  0.4% 
annually.  The  economy  is  mired  in  the 
longest  period  of  stagnation  since  be- 
fore World  War  II,  despite  two  dozen 
interest-rate  cuts  by  the  Federal  Re- 
serve. And  America's  trading  partners 
in  Canada,  Japan,  and  Europe  are  in 
slumps  of  their  own.  No  wonder  busi- 
nesses, from  banks  to  computer  mak- 
ers, are  running  scared.  So 
are  their  workers,  knowing 
full  well  that  real  wage 
gains  are  almost  nonexis- 
tent, while  job  losses  are 
mounting. 

It's  a  dire  picture.  Worse 
yet,  conventional  wisdom 
holds  that  there  is  little 
Washington  can  do,  because 
of  the  federal  government's 
$310  billion  budget  deficit. 
Fiscal  stimulus,  the  pundits 
say,  would  backfire  badly 
by  stoking  inflation  fears 
and  sending  interest  rates 
sky-high.  Better  to  sit  tight, 
they  urge,  and  do  nothing 
more  than  urge  the  Fed  to 
cut  short-term  interest 
rates.  Hard  times  are  here 
until  households,  business- 
es, and  banks  rebuild  their 
tattered  finances  and  regain 
their  shattered  confidence. 

Nonsense.  Of  course,  re- 
ducing the  federal  budget 
deficit  is  a  desirable  long- 
term  goal.  But  the  1930s 
showed  that  without  con- 
certed government  action, 
an  economy  can  stagnate 
for  years  with  growth  and 
employment  at  very  low  levels.  Is  it 
worth  risking  a  latter-day  replay  of 
those  conditions  for  the  sake  of  fiscal 
orthodoxy?  The  deficit  certainly  didn't 
stop  President  Bush  from  asking  Con- 
gress for  an  additional  $7.6  billion  to 
help  out  Hurricane  Andrew's  victims. 
What  this  economy  needs  is  a  disaster 
relief  package  of  its  own.  And  Wash- 
ington can  deliver  it,  with  measures  to 
raise  private  and  public  investment. 

Specifically,  the  government  should 
restore  the  investment  tax  credit  for 
equipment  and  machinery,  a  powerful 
ic'  er  for  boosting  private-sector  invest- 


ment. Washington  should  also  give 
money  to  local  governments  to  hike 
public  investment.  Both  steps  could 
have  an  almost  immediate  impact. 
Chris  Varvares,  an  economist  at  Laur- 
ence H.  Meyer  &  Associates,  estimates 
that  a  modest  $25  billion  fiscal  package 
would  add  about  1%  to  gross  domestic 
product  growth  while  creating  nearly  a 
million  jobs  over  the  next  12  months. 

A  controversial  solution?  Maybe,  but 
it's  one  recently  advocated  by  100  high- 


powered  economists,  who  called  for  $50 
billion  in  federal  assistance  to  state 
and  local  governments.  Even  normally 
conservative  chief  executives  say  it 
might  be  time  to  spend.  "I  would  cer- 
tainly put  some  money  in  rebuilding 
the  infrastructure  and  try  to  jump- 
start  the  economy,"  says  Martin  D. 
"Skip"  Walker,  chief  executive  at  M.  A. 
Hanna  Co.,  a  maker  and  distributor  of 
plastics  and  other  products.  "Realisti- 
cally, it's  something  we  should  have 
done  a  couple  of  years  ago,  but  better 
late  than  never." 
It  is  investment  spending,  empha- 


sizes New  York-based  economic  consu 
tant  Peter  L.  Bernstein,  that  create 
growth  and  lifts  productivity.  And  ii 
vestment  spurred  by  a  tax  credit  coul 
have  a  strong  impact  on  long-term  ecc 
nomic  growth.  A  study  conducted  by  ^ 
Bradford  De  Long  of  Harvard  Univej 
sity  and  Lawrence  H.  Summers,  chie 
economist  at  the  World  Bank,  suggest 
that  each  extra  percentage  point  of  t( 
tal  output  invested  in  machinery  an 
equipment  is  associated  with  an  ir 
crease  of  about  one-quarte 
point  a  year  in  economi 
growth. 

APOCALYPSE  NOT.  Public  ii 
vestment  is  just  as  crucia 
to  growth.  Good  roads  an 
airports  lower  the  cost  o 
doing  business,  and  th 
U.  S.  needs  to  refurbish  it 
highways,  bridges,  an 
school  buildings.  Infrastruc 
ture  spending  is  "a  way  t 
invest  in  the  future  and  sti 
get  lots  of  jobs  right  now, 
says  David  A.  Wyss,  econ( 
mist  at  DRi/McGraw-Hill. 

Get  real,  reply  the  propc 
nents  of  do-nothingism.  Th 
bond  market  won't  tolerat 
any  such  stimulus.  But  thi 
fear  may  be  way  overblowr 
Disinflation,  not  inflatior 
is  a  powerful  trend  bot 
here  and  abroad.  Asset  va 
ues  are  falling,  companie 
can't  raise  prices,  ani 
wages  are  stagnant.  Ther 
is  also  a  surfeit  of  industrig 
capacity  around  the  world 
hardly  fertile  ground  fo 
inflation. 

Some  money  manager 
agree.  If  there  were  an  ir 
vestment-oriented,  as  opposed  to  a  cor 
sumption-driven,  fiscal  package,  "ther 
might  be  some  initial  bond  market  n 
action  but  nothing  serious,"  says  Ar 
drew  H.  Massie,  managing  director  a 
Warburg,  Pincus  Counselors  Inc.  Intel 
est  rates  would  rise  by  about  a  quarte 
of  a  point  or  so,  he  says,  which  is  fa 
from  the  apocalypse. 

These  days,  consumers  and  business 
es  are  deeply  worried,  and  governmen 
is  hampered  by  too  much  prudence.  It' 
well  worth  the  budget  risk  to  quickl 
stimulate  the  economy  and  restore  th 
possibility  of  prosperity. 
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Commentary/by  Kathleen  Madigan 


NO,  THE  BUDGET  DEFICIT  IS  STILL  PROBLEM  NO.  1 


For  all  George  Bush's  invective 
against  a  do-nothing  Congress, 
the  fact  remains  that  one  thing  is 
locking  decision-making  at  both  ends 
f  Pennsylvania  Avenue:  the  budget 
eficit.  Yet  some  economists  contend 
lat  Washington  should  now  be  set 
'ee  to  gorge  on  even  more  debt.  Let 
le  government  inject  some  fiscal  stim- 
lus  to  energize  the  sluggish  economy, 
le  argument  goes.  We'll  worry  about 
le  deficit  later. 
Unfortunately,  allowing 
v^ashington  to  run  up  the 
lb  any  further  would  only 
arm  an  already  damaged 
conomy.  The  first  problem 
'ith  the  argument  for  stim- 
lus  is  that  the  U.  S.  is  not 
1  a  recession.  If  the  econo- 
ly  were  sinking  fast,  poli- 
ymakers  might  be  justified 
1  shouting:  "Damn  the  defi- 
it.  Full  speed  ahead."  But 
le  truth  is,  the  economy 
as  grown  for  five  straight 
uarters,  and  rose  at  a  2.1% 
nnual  rate  in  the  first  half 
f  this  year.  It's  just  that 
his  growth  isn't  fast 
nough  to  create  new  jobs. 
ASPBERRY  CHEER.  Besides, 
le  federal  government  of- 
ered  a  dose  of  stimulus  in 
iscal  1992,  which  ends  Sept. 
0.  Increases  in  spending 
aused  the  deficit  to  swell  to 
310  billion,  up  from  a  rec- 
rd  $269  billion  in  fiscal 
991.  Since  that  extra  $41 
illion  didn't  create  any  pri- 
ate-sector  jobs  or  coax  con- 
umers  out  of  their  shells, 
n  additional  burst  of  gov- 
rnment  spending  isn't  like- 
;  to  help,  either.  True,  new  investment 
1  highways,  schools,  and  hospitals 
ounds  great.  But  how  long  would  it 
ike  for  the  money  to  work  its  way 
hrough  the  pipeline?  Bush  sent  a  stim- 
lus  proposal  to  Congress  in  January, 
hen  vetoed  it  after  Congress  added  a 
ax  hike  on  the  rich.  And  do  we  trust 
longress  to  keep  a  $25  billion  fiscal 
ackage  to  just  $25  billion? 
Even  if  the  President  and  Congress 
ould  agree  on  a  plan.  Wall  Street 
^ould  greet  it  with  raspberries.  Bond 
raders  have  finally  adjusted  to  the 
iea  of  low  inflation,  and  their  more 


modest  price  expectations  have  allowed 
long-term  interest  rates  to  fall.  A  deal 
to  bust  the  budget  would  reignite  infla- 
tion fears  and  send  long-term  interest 
rates  soaring  again. 

Long-term  rates  are  too  high  as  it  is, 
and  Washington's  enormous  credit  de- 
mands are  to  blame.  Even  though  the 
inflation  rate  since  early  1991  has 
slipped  from  5%  to  just  3.2%',  the  yield 
on  a  30-year  Treasury  bond  has  come 
down  only  about  one  percentage  point, 


Sting  the  budget  now  will  only  wors 
iir  predicament  later,  especially  with 
he  prospect  of  $300  billion  deficits 


to  7.25%.  "If  Washington's  $310  billion 
suddenly  disappeared  from  the  credit 
markets,  we  wouldn't  have  a  problem 
getting  long-term  rates  really  low," 
says  William  C.  Dunkelberg,  chief 
economist  for  the  National  Federation 
of  Independent  Business. 

The  country  would  be  better  served 
if  Washington  followed  the  example  of 
consumers  and  businesses.  After  piling 
up  record  amounts  of  lOUs  during  the 
1980s,  both  have  sworn  off  borrowing. 
True,  using  income  to  pay  down  debt 
leaves  less  money  for  new  spending. 
That's  why  demand  has  all  the  vitality 


of  a  garden  slug.  But  in  the  long  run, 
the  economy  will  be  healthier  for  shed- 
ding the  baggage  of  past  borrowings. 
That's  why  lower  rates  are  so  impor- 
tant. Without  them,  this  process  of  re- 
liquification  is  retarded.  And  until  com- 
panies feel  more  secure  with  their 
cash-flow  prospects,  they  are  not  going 
to  hire. 

'CALAMITY.'  Washington,  though,  has 
not  grasped  this  notion  of  just  saying 
no  to  spending.  And  ignoring  the  defi- 
cit now  will  only  worsen  our 
predicament  later,  especially 
with  the  prospects  of  short- 
falls in  excess  of  $300  billion 
heading  into  the  next  centu- 
ry. Lyle  E.  Gramley,  con- 
sulting economist  for  the 
Mortgage  Bankers  Associa- 
tion of  America  and  onetime 
Federal  Reserve  governor, 
votes  for  the  hard  choices. 
"I  would  rather  suffer  now 
to  avoid  calamity  down  the 
road,"  he  says. 

Moreover,  calls  for  great- 
er fiscal  help  are  inappropri- 
ate when  the  Federal  Re- 
serve can  still  carry  the  ball 
for  a  few  more  yards.  Lacy 
H.  Hunt,  chief  economist  at 
Hongkong  &  Shanghai 
Banking  Corp.,  argues  that 
the  central  bank  could  forgo 
targeting  the  federal-funds 
rate  and  instead  speed  up 
growth  in  the  money  sup- 
ply, which  has  fallen  below 
its  target  growth  rates  for 
four  years.  Hunt  says  the 
Fed  should  pump  reserves 
into  the  banking  system  to 
stimulate  money  growth. 
Another  option  would  be 
more  creative  use  of  the  Fed's  portfolio 
of  Treasury  securities.  The  central 
bank  could  nudge  down  long  rates  by 
buying  bonds  with  longer  maturities. 

Lower  long-term  rates  would  jump- 
start  the  economy  better  than  added 
government  outlays  ever  could.  Calling 
for  Washington  to  go  on  a  debt  binge 
is  a  bad  idea,  especially  when  millions 
of  households  and  businesses  are 
working  off  their  own  debts.  If  we've 
learned  nothing  else  from  this  torpid 
recovery,  we  should  at  least  remember 
that  until  Washington  cuts  up  its  credit 
cards,  the  economy  will  suffer. 
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THE  PRESIDENCY  I 


BILL  AND  HILLARY  CLINTON  IN  MISSOURI,  BUSH  IN  OHIO:  SO  FAR,  ECONO-ANGST  HAS  GIVEN  CLINTON  THE  EDGE  IN  THE  HEARTLAND 


THE  RACE 

FOR  THE  RUST  BELT 


The  campaign  is  increasingly  centering  on  the  Midwest — and  in  the  Midwest,  they're  mad  as  hell 


George  Bush,  alighting  from  Air 
Force  One  in  his  new  guise  as 
benefactor  of  the  downtrodden, 
has  been  showering  federal  dollars  on 
voters  in  Florida,  Louisiana,  and  Texas. 

Bill  Clinton  has  shed  his 
pinstripes  and  donned  a  me- 
chanic's hat.  Venturing  into 
South  Carolina  in  search  of 
the  "Bubba"  vote,  Clinton 
joshed  his  way  through  a 
stint  as  Grand  Marshal  of  the 
Darlington  500  stock-car 
race — and  drew  beer-drenched  boos 
from  good  ol'  boys  in  the  stands. 

Viewing  these  scenes,  it  would  be 
easy  to  conclude  that  the  candidates  are 
focusing  all  their  energies  on  the  up-for- 
grabs  Southern  states.  In  fact,  the  fal- 
tering economy  is  dictating  another 
script.  Increasingly,  it's  clear  that  the 
race  will  be  decided  in  the  Midwest, 
where  an  eroding  manufacturing  base 
and  stagnating  wages  give  Clinton  an 
edge.  "People  are  very  down  over  the 


economy  in  this  region,"  says  Democrat- 
ic pollster  Geoffrey  Garin.  "There's  a 
greater  sense  that  the  middle  class  is 
under  siege." 
With  the  recession's  ravages  felt  most 
deeply  on  the  nation's  coasts, 
California  and  the  Northeast 
lean  Democratic.  Clinton  and 
running  mate  Al  Gore  are 
slicing  into  the  South.  That 
gives  Bush  no  choice  but  to 
target  Midwestern  swing 
states.  "For  Bush,  it  all 
comes  down  to  the  old  Rust  Bucket 
strategy,"  says  GOP  analyst  John  Sears. 
"He  must  win  there." 

So  far,  though,  Bush  is  mostly  en- 
countering heartburn  in  the  heartland. 
Polls  show  him  trailing  Clinton  by  10% 
in  Ohio,  12%  in  Wisconsin,  and  19%  in 
Illinois.  GOP  strategists  hope  that  a  burst 
of  new  Presidential  campaigning,  cou- 
pled with  a  Sept.  10  address  expected  to 
dole  out  modest  goodies  to  small  busi- 
ness, will  give  their  man  a  lift.  But  Bush 


must  wage  a  two-pronged  offensive,  :•■ 
pairing  his  coalition  as  he  reaches  out  3 
undecided  voters.  "We've  got  a  lot  f 
work  to  do  just  shoring  up  our  bast' 
says  Jill  Hanson,  a  top  Bush  operati\. 
"We  have  to  work  on  the  Reagan  Den- 
crats  and  suburban  independents  al 
try  to  make  them  understand  that  Bui 
is  better  on  jobs  than  the  other  guy.' 

That'll  be  tough,  based  on  BUSIN 
WEEK  interviews  conducted  over  the 
bor  Day  holiday.  The  outlook: 

■  Wisconsin.  Michael  Dukakis  won  ti 
state  in  1988,  and  it  may  go  Democra  • 
again.  Bush  visited  Waukesha  on  Se), 
7,  but  his  calls  for  product-liability 
form  puzzled  listeners  who  hoped 
hear  about  jobs.  That's  one  reason  Jol 
Strong,  43,  a  Hartland  teacher  who  v( 
ed  for  Reagan  and  Bush,  is  switching 
Clinton.  "Corporations  are  sending  th( 
jobs  wherever  they  can  make  a  buck 
Strong  says.  "The  status  quo  is  no  lon- 
er acceptable." 

■  Illinois.  Dissatisfaction  with  the  ecoi  - 
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'  and  a  national  campaign  team  laden 
ch  Illinois  pols  make  the  state  a  good 
)spect  for  Clinton.  To  complicate  mat- 
's for  Bush,  the  Democratic  Senate 
ididacy  of  Carol  Moseley  Braun  may 
3St  the  turnout  of  blacks  and  pro- 
)ice  women — groups  hostile  to  the 
esident.  Patti  Scott,  45,  a  Schiller  Park 
rchasing  agent,  was  energized  by  the 
irence  Thomas-Anita  Hill  hearings, 
e'll  vote  for  Braun  and  Clinton  and 
/s  the  GOP  has  become  "too  extreme." 
rbara  Burrell,  a  black  Democrat  who 
ids  a  Chicago-based  marketing  firm, 
ils  Bush's  "family  values"  kick  is  mis- 
ided:  "If  you  don't  have  a  job,  it's 
ficult  to  keep  a  family  together." 
Bush  hopes  to  carry  the  state  by  hold- 
f  on  to  downstate  farmers,  while  win- 
ig  back  blue-collar  workers  and  subur- 
nites.  On  Sept.  6,  he  visited  a  Polish 
itival  in  Chicago  and  charged:  "While 
I're  eating  kielbasa,  [Clinton]  is  offer- 
i;  pie-in-the  sky."  Alas,  the  pitch  fell 
tter  than  an  off-key  polka. 
Elsewhere,  voters  haven't  been 
ayed  by  claims  that  the  economy  is 
jnding.  Margie  Ferral,  a  Ramsey 
'mer,  voted  Republican  in  the  past  but 
n't  stomach  the  thought  of  going  for 
ish.  "In  foreign  policy,  he's  0.  K.,  but 
5  too  late  in  the  election  [for  him]  to 
Ip  the  economy."  Ferral's  dilemma:  "I 
n't  think  much  of  Clinton,  either.  Ev- 
y  time  he  stops  his  bus  tour,  he  gives 
)re  things  away." 

Ohio.  Polls  show  Clinton  leading,  but 
lio's  GOP  tradition  and  the  popularity 
Governor  George  Voinovich  will  help 
ish.  Right  now,  both  candidates  are 
:ting  the  Buckeye  State  hard.  On  Sept. 
the  President  spoke  at  an  Oktoberfest 
lly  in  working-class  Painesville.  Clin- 
n  chose  to  celebrate  Labor  Day  at  Cin- 


cinnati's Riverhend 
Park. 

Despite  all  the  at- 
tention, Ohioans 
haven't  decided  which 
candidate  has  more 
credibility  on  the  econ 
omy.  Glen  Weiden- 
bein,  a  Cincinnati- 
area  farmer,  says 
"Clinton  might 
bring  people  back 
work"    but  worries 
about  tax  hikes.  Linda 
Drinnon,  a  General 
Electric  Co.  worker 
from   Franklin,  has 
less  trouble  choosing. 
"Bush's  'thousand 
points  of  light'  add  up 
to  a  poor  economy," 
she  says.  "It's  time 
for  a  change." 

■  Michigan.  Despite  a 
9a  unemployment 
rate,  the  state  is  a  po- 
tential GOP  bright 
spot.  Bush  has  made 
inroads  by  hammering 
Clinton's  plan  to  hike 
auto-mileage  stan- 
dards. Says  Democrat- 
ic consultant  Gerald  Austin:  "Bush  has 
painted  Clinton  as  anti-auto  industry." 

Felicia  Heppner,  36,  a  divorced  mother 
of  two  who  listened  to  Bush  speak  in 
Hamtramck,  isn't  impressed.  "We 
should  be  more  worried  about  health 
care  and  the  economy,"  says  Heppner, 
who  voted  for  Bush  in  1988  but  now 
backs  Clinton. 

■  Missouri.  This  border  state  has  predict- 
ed every  Presidential  victor  since  1956. 
This  year,  it's  a  fierce  battleground,  as 


Labor  Day 
is  barely  over,  and  the 
Presidential  candidates  are  already 
making  rash,  expensive  promises 

PRESIDENT  BUSH 

Since  Sept.  2,  Bush  has  doled  out 
more  than  $8  billion  to  crucial 
states — not  counting  $7.6  billion 
going  to  Hurricane  Andrew  vic- 
tims. Texas  and  the  Midwest  win 
the  biggest  favors 

BILL  CLINTON 

With  no  federal  Treasury  to  fin- 
ance his  generous  impulses,  the 
Democratic  challenger  has  to 
make  do  with  promises  and  scare 
tactics.  He's  wooing  veterans, 
riling  seniors,  and  promising 
8  million  new  jobs 


Clinton  and  Bush  vie 
for  the  mantle  of  Har- 
ry S  Truman. 

Some  residents  of 
the  show-me  state 
think  they've  seen 
quite  enough  of 
Bush's  economic 
management. 
^  "Bush  is  saying 
the  economy's  go- 
ing back  up,"  scoffs 
Carl  Lashbrook,  an 
auto  worker  from  In- 
dependence. "He  has 
no  idea  what  it's  like 
out  here."  Dick  Rose, 
from  Riverside,  says 
that  "the  economy  is 
getting  worse  by  the 
day."  He  ought  to 
know.  Rose  runs  a 
business  that  sells  re- 
possessed cars. 

Does  the  econo- 
angst  mean  that  the 
Rust  Belt  will  tidily 
hand  the  election  to 
Clinton?  Hardly.  Mid- 
westerners  are  an  in- 
dependent lot.  And 
Bush's  new  focus  on 
the  region  could  erase  Clinton's  lead. 
What  Bush  doesn't  have  is  time — or  help 
from  the  economy.  "We're  going  to  have 
to  fight  and  kick  every  day,  going  state 
to  state,"  says  a  top  campaign  official. 
"It's  going  to  be  very  tough.  And  the 
economic  numbers?  They're  devastating. 
Absolutely  devastating." 

By  Richard  S.  Dunham  in  Independence, 
Mo.,  Douglas  Harbrecht  in  Hamtramck, 
Mich.,  and  Lee  Walczak  in  Washington, 
with  bureau  reports 


'A  GREATER  SENSE  THAT  THE  MIDDLE  CLASS  IS  UNDER  SIEGE":  AT  A  RALLY  IN  INDEPENDENCE,  MO. 
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LEGAL  AFFAIRS  I 


THE  TAXMAH'S 
DAY  IN  COURT 


This  term,  the  Supreme  Court's 
docket  is  loaded  with  IRS  cases 


w 


ith  Congress  and  the  Bush 
Administration  locived  in  elec- 
tion-year paralysis,  a  new  tax 
bill  isn't  likely.  Still,  Washington  may 
make  some  important  tax  decisions 
yet — thanks  to  the  nine  policymakers  sit- 
ting on  the  U.  S.  Supreme  Court. 

Tax  brouhahas  dominate  the  business- 
related  cases  in  the  new  term  set  to 
begin  on  Oct.  5.  The  justices  are  sched- 
uled to  settle  questions  on  everything 
from  deductions  for  home-office  ex- 
penses to  whether  Supreme  Court  tax 
rulings  apply  retroactively  (table).  On 
nontax  matters,  the  court  has  been 
asked  to  determine  how  far  First 
Amendment  protections  extend  for  com- 
mercial— as  opposed  to  political — speech 
and  to  rule  on  an  age-discrimination  suit. 

The  term  opens  with  arguments  in  a 
case  eagerly  awaited  by  editors,  indepen- 
dent contractors,  and  others  who  use 
home  offices  but  also  work  elsewhere. 
McLean  (Va.)  anesthesiologist  Nader  E. 
Soliman  claimed  about  $4,000  in  deduc- 
tions in  1983  for  expenses  to  maintain  a 
home  office  where  he  scheduled  hospital 
appointments,  prepared  treatments,  and 
kept  patient  records.  But  the  Internal 
Revenue  Service  says  that  under  the 
law,  a  taxpayer  may  deduct  expenses 
incurred  only  at  the  "principal  place  of 
business" — which  it  contends  is  the  hos- 
pital where  Soliman  spends  80/'  of  his 
working  hours. 

INTANGIBLES.  While  individual  taxpayers 
are  rooting  for  Soliman,  bro- 
kerages, banks,  and  insurance 
concerns  are  backing  the 
Newark  Morning  Ledger  Co. 
in  another  tax  dispute.  The 
newspaper  publisher  tried  to 
take  deductions  for  the  $68 
million  it  shelled  out  for  sub- 
scriber lists  in  1987  when  it 
merged  with  another  publish- 
er. The  IRS  contended  that  the 
lists  were  not  intangible  as- 
sets with  short-lived  values, 
but  hard-to-value  goodwill, 
which  can't  be  amortized.  For 
years,  the  IR.S  had  allowed 
companies  to  argue  on  a  case- 
by-case  basis  whether  such  in- 
tangible assets  as  brokerage 
accounts  could  be  depreciated. 
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SOLIMAN:  FIGHTING  TO  KEEP  A  $4,0OO  HOME-OFFICE  DEDUaiON 


But  with  $10.5  billion  of  such  write-offs 
in  dispute  by  1989,  it  outlawed  the  de- 
ductions. The  Supreme  Court  might  not 
have  the  last  word  on  this,  since  propos- 
als allowing  all  goodwill  to  be  written 
off  over  14  or  16  years  are  pending  in 
Congress.  Meanwhile,  buyers  and  sellers 
of  these  assets  don't  know  what  the 
market  price  should  be. 

Federal  retiree  Henry  Harper  is  rely- 
ing solely  on  the  wisdom  of  the  court  in 
his  beef  with  the  State  of  Virginia.  He 
believes  the  state  should  heed  earlier  Su- 
preme Court  rulings  on  taxation  of  pen- 
sion income. 

So  far,  the  justices  have  agreed  to 
hear  only  66  cases.  As  they  take  on 
more,  multinational  companies  are  hop- 
ing one  will  be  a  tax  case  now  making 
international  waves.  It  involves  Barclays 
Bank  PLC's  challenge  to  California's  uni- 
tary tax.  The  British  bank  complains 
that  California's  formula  for  taxing  for- 


THE  COURT'S  BUSINESS  POCKET 

INTERNAL  REVENUE  SERVICE  VS.  HhOtH  L  SULlMAli  Can  a  tax 

payer  get  a  home-office  deduction  if  the  office  isn't  o  principal 
place  of  business  but  is  "essential"  to  work? 

NEWARK  MORNING  LEDGER  CO.  VS.  U.S.  Can  buyers  of  intangi 
ble  ofsets,  such  as  subscriber  lists,  write  off  their  value?  The  case 
affects  companies  ranging  from  newspapers  to  brokerages 

HENRY  HARPER  VS.  VIRGINIA  TAXATION  DEPT.  Are  judicial  tax 
decisions  retroactive? 

CINCINNATI  VS.  DISCOVERY  NETWORK  Can  cities  bar  sidewalk 
news  racks  offering  advertising  circulars  without  violating  the  First 
Amendment? 

HAZEN  PAPER  CO.  VS.  WALTER  F.  BIGGINS  What  constitutes 
"willful"  age  discrimination?  Under  the  Age  Discrimination  Em- 
ployment Act  of  1967,  willful  violations  carry  double  damages 


eign  companies'  C;- 
fornia-based  un.3 
improperly  includs 
global  income. 

Barclays  also  c(f- 
tends  that  Calif<- 
nia's  tax  interfers 
with  foreign  co  - 
merce — an  area  tit 
the  Constitution 
serves  for  the  fed  - 
al  government.  Bi 
ain,  Japan,  and  G'^ 
many  agree,  a^ 
U.  S.  multination;. 
fear  retaliation  if  t,j 
levy  is  upheld.  "Ik 
a  powder  keg,"  sa; 
Mark  Evans,  a  la- 
yer representing  ti 
National  Associatii 
of  Manufacture 
and  the  U.  S.  Cha 
ber  of  Commerce. 
Outside  the  t : 
area,  the  court  will  take  up  an  importat 
free-speech  case.  Discovery  Netwoi, 
which  offers  educational  programs,  ad 
Harmon  Publishing  Co.,  which  publishg 
real  estate  listings,  have  challenged  C'»- 
cinnati's  ban  on  distributing  advertisir 
circulars  at  sidewalk  news  racks.  Ti 
lower  courts  nixed  the  ban,  saying  a 
First  Amendment  protects  such  commr- 
cial  speech.  If  the  high  court  disagree, 
"it  will  open  the  floodgates  to  individil 
states  issuing  arbitrary  decisions  i 
what  ads  they  like  and  don't  like,"  war= 
David  A.  Bell,  chairman  of  Bozell  Wor 
wide  Inc.,  a  New  York  ad  agency. 

City  officials  argue  that  advertise; 
have  no  right  to  sidewalks.  "We're  ta  - 
ing  about  municipal  regulation  of  pub 
space,  not  a  prohibition  on  speech,"  sa» 
Richard  Ruda,  chief  counsel  of  the  Stf^ 
&  Local  Legal  Center. 

In  another  case,  the  court  has  be; 
asked  to  rule  on  what  constitutes  "w| 
ful"  age  discrimination.  Lol 
er  courts  agreed  that  Waltl 
F.  Biggins  was  fired  at  al 
62,  just  months  before  b 
pension  vesting,  because 
his  age.  But  Hazen  Paper  ( . 
says  it  was  because  i 
wouldn't  agree  to  keep  his  - 
ventions  from  rivals. 

These  cases  might  not  has 
the  splash  of  last  year's 
bacco  liability  and  propen 
rights  arguments.  But  th 
give  the  justices  the  chance 
address  critical  pocketbook 
sues — and  perhaps  even  m: 
gate  the  capital's  reputati 
as  Gridlock  Central. 

By    Catherine  Yang 
Washington 


>VERNMENTI 


ITATES  NOW  WANT 

i  MONEY-BACK  GUARANTEE 


hey're  still  luring  companies,  but  many  are  making  sure  deals  are  kept 


N 


ew  York  City  is  putting  the  heat 
on  Stroehmann  Bakeries  Inc. 
This  summer,  Stroehmann  closed 
plant  in  Flushing  and  laid  off  360  em- 
oyees.  Back  in  1985,  when  Stroehmann 
•quired  the  plant.  New  York  issued 
).2  million  in  tax-free,  reduced-interest 
)nds  and  $780,000  in  tax  breaks  to  help 
jgrade  it.  Now,  the 
ty  wants  the  money 
■paid — all  $6  million. 
As  Stroehmann  is  dis- 
(vering,  taking  dough 
cm  the  government  is 
)  longer  a  cakewalk. 
ven  in  hotly  contested 
;als,  states  are  show- 
g  more  savvy  (table), 
any  now  require  that 
ibsidies  be  returned  if 
•omises  are  broken — a 
"ovision  felicitously 
illed  a  "clawback." 
lorida,  Nebraska,  and 
ermont  all  demand 
awbacks  in  their 
;als.  "It  clearly  is  bet- 
■r  than  it  was  10  years 
JO,  when  many  states 
ere  giving  away  the 
,ore,"  says  Jeffrey  L. 
sser,  executive  direc- 
ir  of  the  Government 
inance  Officers  Assn. 
\NDID  CAMERA.  Make 
)  mistake,  induce- 
ents  are  still  around. 
1  recent  months,  Indi- 
la  lured  a  United  Air- 
les  maintenance  facili- 
r  with  a  $1  billion 
ickage.  South  Carolina 
ave  BMW  $130  million 
)r  an  assembly  plant, 
id  Minnesota  provided 
^35  million  to  snare 
laintenance  shops  for 
orthwest  Airlines, 
ome  states  are  so  des- 
5rate  for  job  growth 
lat  they  don't  bother 
)  assess  a  project's  via- 
ility  before  dispersing  the  manna. 
But  government  officials  are  becom- 
ig  more  businesslike  in  their  benefi- 
jnce — thanks  to  their  instinct  for  politi- 
il  self-preservation.  In  the  late  1980s, 
le  governor  of  Indiana,  the  mayor  of 
lat  Rock,  Mich.,  and  a  Kentucky  guber- 
atorial  candidate  were  defeated  by 


challengers  who  charged  that  too  much 
was  spent  luring  Subaru-Isuzu,  Mazda, 
and  Toyota  plants,  respectively. 

Most  governments  now  concentrate 
incentives  in  such  areas  as  worker  train- 
ing or  infrastructure — which  remain  in 
place  even  if  the  company  decamps. 
Some  compare  notes  to  avoid  overpay- 


GETTING  MORE  BUSINESSUKE  WITH  BUSINESS 

ZAPPING  WELSHERS  Some  states  require  that  companies  with  plants  benefiting 
from  tax  breaks  and  other  goodies  refund  the  largess  if  the  facility  closes 

SETTING  SPECIFIC  GOALS  States  are  pursuing  defined  objectives,  such  as  luring 
high-tech  firms  or  bringing  jobs  to  high-unemployment  areas 

UNKING  PAY  TO  PERFORMANCE  Rather  than  handing  out  the  breaks  up  front, 
more  states  are  setting  benchmarks,  such  as  jobs  created  or  amounts  invested — 
and  releasing  the  money  only  when  companies  attain  them 

CREATIVE  FINANCING  Why  bleed  state  coffers?  Kentucky  lets  some  businesses 
get  credit  for  funds  withheld  from  payrolls,  to  avoid  up-front  state  payments 

COST-BENEFIT  ANALYSIS  States  are  just  starting  to  measure  whether  the  new 
jobs  justify  the  expense.  So  far,  only  two  states  use  econometric-based  analysis 


ing.  When  Mazda  Motor  Manufacturing 
(USA)  Corp.  asked  Flat  Rock  for  more  tax 
abatements  to  cover  new  plant  equip- 
ment, the  mayor  checked  abatements  at 
other  Michigan  auto  plants  and  found 
Mazda  already  had  the  most  abate- 
ments. The  request  was  turned  down. 
Last  November,  Detroit's  city  council 


demanded  that  a  Pepsi  bottler  explain 
why  it  hadn't  hired  all  the  workers 
promised  when  a  tax  abatement  was 
granted.  Pepsi-Cola  Metropolitan  Bot- 
tling Co.  denied  making  any  concrete 
employment  promises.  So  the  city  ran  a 
video  of  a  company  representative  talk- 
ing about  employment  levels  when  re- 
questing the  aid.  The  council  wants  to 
rescind  Pepsi's  abatement. 
CLAWBACK  IMPACT.  Kentucky  has  just 
implemented  a  pay-as-you-go  approach 
that  ties  the  size  of  the  incentive  for 
certain  qualifying  companies  to  wages 
paid  for  new  workers  to  be  employed. 
The  Bluegrass  State  will  credit  compa- 
nies for  state  income  tax  withheld  from 
employees'  paychecks.  This  reduces  the 
direct  drain  on  Ken- 
tucky's coffers  and  cuts 
out  the  sticky  matter  of 
broken  promises. 

But  nothing  has  the 
in-your-face  political  im- 
pact of  a  clawback.  The 
township  of  Ypsilanti, 
Mich.,  is  suing  General 
Motors  Corp.,  saying 
the  carmaker's  plans  to 
close  its  Willow  Run  as- 
sembly plant  violate 
promises  of  employ- 
ment made  when  the 
township  granted  tax 
abatements  in  1984  and 
1988.  Ypsilanti  seeks  an 
injunction  barring  the 
plant  closing.  GM  says 
any  statements  made 
were  a  "mere  expres- 
sion of  hope."  Retorts 
W.  Douglas  Winters, 
the  township's  lawyer: 
"I'd  like  to  use  that  ar- 
gument the  next  time  I 
miss  a  car  payment." 

So  it's  in  vogue  now 
for  states  to  demand 
collateral.  In  its  deal 
with  Northwest,  Minne- 
sota intends  to  issue 
bonds  to  build  and  then 
lease  two  maintenance 
facilities  to  the  carrier 
at  rates  below  what  it 
could  have  obtained  it- 
self. The  debt  is  partly 
collateralized  by  North- 
west's transatlantic 
routes  from  Boston. 

It  may  have  been  the 
kind  of  collateral  held 
by  the  voters  that  Indiana  Governor 
Evan  Bayh  kept  in  mind  while  negotiat- 
ing United's  maintenance  facility.  Hav- 
ing criticized  his  predecessor  for  giving 
too  much  for  the  Subaru-Isuzu  Automo- 
tive Inc.  plant  in  Lafayette,  he  wrote 
strong  clawbacks  into  the  United  deal. 
Bayh  set  up  the  deal  so  that  the  state 
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would  get  its  money  back  in  jiayroll  tax- 
es and  other  ripple  effects  within  15 
years — less  than  half  the  time  it  will 
take  Indiana  to  recoup  its  $86  million 
investment  in  the  car  plant.  The  airline 
guaranteed  that  it  will  spend  $800  mil- 
lion on  the  maintenance  facility  by  the 
year  2002  and  employ  6,300  people  there 
by  the  year  2005. 
Sometimes  including  clawbacks  simply 


isn't  possible.  "Rarely  do  our  clients  ac- 
cept the.se  penalty  clauses,"  says  James 
A.  Schriner,  vice-president  of  site  consul- 
tants PHH  Fantus.  "They  get  negotiated 
out,  or  they  go  elsewhere."  South  Caroli- 
na's contract  with  BMW,  for  instance,  has 
no  clawback  clause. 

Of  course,  it's  one  thing  to  write  a 
clawback  proviso  and  quite  another  to 
enforce  it.  Steven  R.  Kelley,  an  official 


with  the  Ohio  Development  Dept., 
lieves  that  as  clawbacks  become  n 
common,  their  language  will  be  lei 
binding.  Says  Kelley:  "The  political  real 
ty  of  enforcing  it  can  be  distastefuf 
Especially  since  new  jobs  are  hard 
beat  in  lean  times. 

By  James  B.  Treece  in  Detroit,  wi\ 
Zachary  SehUler  in  Cleveland,  Dav 
Greising  in  Chicago,  and  bureau  reports 


RETAILING  I 


MORE  TROUBLE 
IN 


Macy's  upbeat  business  plan  can't 
disguise  its  bleak  prospects 


A 34-page  missive  labeled  "privileged 
and  confidential"  hit  the  desks  of 
R.  H.  Macy  &  Co.'s  creditors  on 
Aug.  28.  Optimistically  titled  Rebuildiin/ 
Macy's,  the  document  was  supposed  i" 
build  confidence  about  Macy's  ability  i 
pull  itself  out  of  bankruptcy. 

The  outline  does  contain  a  few  positive 
surprises,  unearthed  by  Macy's  consul- 
tants Kurt  Salmon  Associates.  Macy's,  foi- 
instance,  has  a  core  of  loyal,  affluent  shop- 
pers who  look  more  often  for  fashion  than 
for  bargains.  They  visit  the  store  20  times 
annually,  are  younger  than  the  average  de- 
partment store  shopper — 37.9  vs.  43.9 — and 
report  a  hefty  $66,300  in  annual  household 
income. 

'TERRIFIC!'  But  beyond  that,  the  outline 
does  virtually  nothing  to  quash  concerns 
about  Macy's  future  as  a  growing  concern. 
Since  filing  for  Chapter  11  protection  in 
January,  Macy's  has  reported  huge  operat- 
ing losses.  In  June  alone,  the  most  recent 
month  reported,  the  retailer's  operating 
loss  was  nearly  $33  million  (chart).  The 
company  has  also  lost  a  number  of  manag- 
ers to  other  companies,  including  Harold 
Kahn,  the  former  chairman  of  Macy's 
South,  now  president  of 
Montgomery  Ward  &  Co. 
Macy's  bond  prices  have 
fallen  over  207'  in  the  last 
month:  The  junk  debt  ma- 
turing in  1998  trades  for  28$ 
on  the  dollar,  down  from 
49$  in  May.  Plus,  there  arc 
concerns  that  Macy's  may 
default  on  its  bank  cove- 
nants after  Christmas. 

Still,  when  asked  how 
he's  doing,  Macy's  co-CEo 
Myron  Ullman  responds: 
"Terrific!"  He  and  co-CEO 
Mark  Handler  "have  never 
had  more  fun,"  he  says. 
What  about  the  crummy  re- 


DEBACLE  ON  34TH  STREET:  MACY'S  LOST  NEARLY  $33  MILLION  IN  JUNE  ALONE 
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suits?  "We  don't  think  we  have  a  victory," 
he  admits.  "But  it's  difficult  to  anticipate 
job  loss,  and  unrest  and  earthquakes  in 
California."  Ullman  insists  that  results  will 
improve,  and  he  points  to  $42  million  in  sav- 
ings this  quarter  from  store  closings,  in- 
ventory management,  and  the  sale  of  the 
corporate  airplane. 

Despite  the  dire  conditions  at  Macy's, 
Ullman  can  afford  to  be  upbeat.  Backing 
him  is  a  bank  group  led  by  Chemical  Bank 
and  Bankers  Trust.  These  creditors,  which 
already  hold  $700  million  of  Macy's  pre- 
bankruptcy  debt,  have  made  an  additional 
$600  million  available  in  debtor-in-posses- 
sion financing  to  help  the  retailer  meet  ex- 
penses. These  obliging  lend- 
ers have  twice  lowered 
their  covenants,  the  stan- 
dards of  performance  a  bor- 
rower must  meet  to  ;ivoid 
having  a  loan  placed  in  jeop- 
MAY  JUNE  ardy.  The  new  covenants  re- 
quire Macy's  to  generate 
$130  million  in  cash  flow  for 
the  Christmas  quarter, 
down  from  an  earlier  mini- 
mum of  $150  million. 
Macy's  should  make  that 
number,  says  Michael  N. 
Cha,  a  high-yield  analyst  at 
J.  P.  Morgan  Securities 
Inc.,  despite  a  stunningly 
negative  $142  million  cash 


MONTHLY  OPERATING  LOSS 


f 


flow  during  last  year's  yuletide  seaso 
But  whether  Macy's  can  make  its  bar 
covenants  for  the  quarter  ending  in  Api 
isn't  so  sure.  Cha  says  the  covenants  c; 
for  Macy's  to  earn  $55  million  in  that  pos 
Christmas  period,  and  many  analysts  dou 
Macy's  is  up  to  it.  "Yes,  it's  fair  to  say  th: 
the  company  would  face  some  covenant 
sues  in  early  '93,"  says  one  bank  offici 
Ullman  says  it's  too  soon  to  tell.  The  imm 
diate  challenge  is  Christmas,  when  Macy 
expects  1.17  increases  at  stores  open 
year  or  more.  Same-store  sales  declint 
8.4''.'  in  1991. 
NEW  FACES?  Ullman  isn't  the  only  one  wl 
wants  sleigh  bells  to  ring.  "My  bigge 
concern  is  that  the  deterioration  continu 
unabated,"  says  Jack  Hersch,  director 
research  at  M.  J.  Whitman,  junk  bond  tra 
ers.  A  lousy  Christmas,  he  says,  cou 
prompt  creditors  to  push  for  a  manag 
ment  change. 

Robert  Miller,  counsel  to  Macy's  bon 
holders'  committee,  is  more  optimisti 
"We  thought  we  could  take  this  compai 
out  of  Chapter  11  lickety -split,  but  tl 
problems  are  much  more  severe  than 
anticipated.  The  best  I  can  say  is  that  ma 
agement  seems  to  have  taken  a  number 
steps  reasonably  calculated  to  improvir 
the  situation."  If  things  don't  improve,  d 
ferent  management  may  be  issuing  tl 
next  recovery  plan. 

By  Laura  Zinn  in  New  Yo 
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BASEBALL'S  BASES  ARE 

ITILL  LOADED  WITH  PROBLEMS 


ncent's  ouster  won't  end  the  tunnoil — especially  in  labor  relations 


n  the  middle  of  a  rough  season,  with 
the  toughest  part  of  the  schedule 
coining  up,  Major  League  Baseball's 
owners  reverted  to  form:  They 

ined  the  manager.  Now,  with  Com- 

5sioner  Fay  Vincent  out  of  the  way, 
up  to  the  suits  in  the  skyboxes  to 

)w  that  they  can  solve  the  serious 

)blems  confronting  the  game. 

rhe  litany  is  familiar  to  most  fans: 

ishrooming  salaries,  the  likelihood  of 

;lining  television  revenues,  the  fate  of 

ancially  troubled 

nchises,  and  the  pow- 

of  superstations.  At 

st  18  of  the  owners 

n't  trust  Vincent  to 

Iress  those  issues  to 

:ir  liking,  so  on  Sept. 

hey  voted  to  ask  him 

resign.  Four  days  lat- 
Vincent  grudgingly 

nplied,  clearing  the 

y  for  them  to  name 

Iwaukee  Brewers 

ner  Bud  Selig  as  his 

nporary  replacement 

Sept.  9. 

^ow  the  owners  are 
e  to  choose  a  perma- 
it  commissioner  to  do 
;ir  bidding.  But  it's 
;  at  all  certain  that 
•  owners,  their  differ- 
;es  exacerbated  by 
disparities  in  reve- 
ls and  income,  can 
'sent  the  new  commis- 
ner  with  a  coherent 
ndate.  Fresh  signs  of 
moil  are  already  ap- 
'ent.  Nelson  Double- 
f,  half-owner  of  the  New  York  Mets, 
threatening  to  sell  his  share  of  the 
.m,  citing  his  disgust  with  Vincent's 
5ter. 

IS  POWER.  One  thing  the  new  baseball 
>s  will  get  is  a  new  job  description, 
ice  Judge  Kenesaw  Mountain  Landis 
s  brought  in  to  clean  up  after  the 
,9  Black  Sox  scandal,  commissioners 
/e  had  the  power  to  override  the  own- 
.'  dictates.  Vincent's  successor  almost 
•tainly  won't.  "At  present,  there  is  no 
ong  voice  that  is  in  a  position  to  force 
!  owners  to  act  in  the  interests  of  the 
ustry  when  their  own  private  inter- 
s  may  not  be  advanced,"  frets  Henry 
Aaron,  a  Brookings  Institution  econo- 
st — not    the    all-time  home-run 


champ — who  sits  on  a  joint  labor-man- 
agement committee  on  baseball  econom- 
ics. "This  is  a  move  away  from  the  kind 
of  structure  that  I  think  is  needed  for 
baseball." 

The  first  stress  on  the  new  structure 
will  come  in  baseball's  most  troubled 
area:  labor  relations.  Some  owners,  nota- 
bly Selig,  Jerry  M.  Reinsdorf  of  the  Chi- 
cago White  Sox,  and  Carl  Pohlad  of  the 
Minnesota  Twins,  want  to  reopen  con- 
tract talks  after  the  1992  season.  And 


sources  close  to  the  three  men  say 
they're  willing  to  lock  the  players  out  of 
spring-training  camps — indeed,  sacrifice 
the  entire  1993  season — to  back  up  their 
demands  to  rein  in  players'  salaries. 

Now,  they  don't  have  to  worry  that 
Vincent  would  order  an  end  to  the  lock- 
out, as  he  did  in  the  spring  of  1990. 
"Negotiations  can  go  on  a  little  more 
directly  and  clearly  without  the  ambigu- 
ity of  a  commissioner  coming  into  nego- 
tiations," says  Richard  Ravitch,  who,  at 
the  urging  of  Reinsdorf  and  Selig,  was 
hired  in  November,  1991,  as  the  owners' 
chief  negotiator. 

Compounding  the  owners'  difficulty  in 
presenting  a  united  front:  the  willing- 
ness of  some  wealthy  owners  to  land 


big-name  stars,  no  matter  the  cost.  De- 
troit Tigers  home-run  hero  Cecil  Fielder, 
Pittsburgh  Pirates  superstar  Barry 
Bonds,  and  Minnesota  Twins  slugger 
Kirby  Puckett  are  among  the  players 
whose  free-agent  filings  at  the  end  of 
this  season  will  test  the  owners'  resolve 
to  hang  tough  on  salaries. 

Then  come  the  television  talks.  The 
owners  will  need  a  coherent  strategy — 
comprising  national  rights  for  both 
broadcast  and  cable,  and  perhaps  even 
some  local  pay-per-view — to  come  close 
to  the  value  of  the  current  CBS  package, 
which  runs  for  another  18  months.  Bill 
Giles,  the  Philadelphia  Phillies  owner 
who's  on  the  television  committee,  is 
concerned  about  the  timing  of  Vincent's 
ouster.  "This  is  the  time  when  every- 
body who  wants  to  be  involved  in  base- 
ball is  anxious  to  talk,"  says  Giles.  "We 
can't  wait  for  the  appointment  of  a  new 
commissioner." 

There  are  other  issues 
on  the  plate.  Baseball's 
ownership  committee 
still  is  debating  the  wis- 
dom of  moving  the  San 
Francisco  Giants  to  St. 
Petersburg,  Fla.  And 
the  huge  revenue  dis- 
Itarities  between  the 
big-market  and  the 
small-market  teams  per- 
sist, raising  cries  for 
revenue-sharing  among 
some  owners,  not  to 
mention  the  players' 
union. 

STERN  TASK.  But  ad- 
dressing those  problems 
will  have  to  wait.  First, 
after  redefining  the  of- 
fice, the  sport  will  look 
for  a  new  chief  execu- 
tive, whose  only  alle- 
giance will  be  to  the 
sport's  28  owners. 
"What  they're  looking 
for  in  terms  of  the  com- 
missioner's office  right 
now  is  somebody  who's 
dynamic  and  can  help  them  go  out  and 
make  more  money,"  says  Gary  Roberts, 
an  expert  in  sports  law  at  Tulane  Uni- 
versity School  of  Law.  Want  a  model? 
National  Basketball  Assn.  Commissioner 
David  J.  Stern,  who  has  turned  the  NBA 
into  a  worldwide  marketing  powerhouse. 

In  the  letter  announcing  his  resigna- 
tion, Vincent  offered  one  last  bit  of 
counsel  to  his  former  employers.  "Own- 
ers have  a  duty  to  take  into  consider- 
ation that  they  own  a  part  of  America's 
national  pastime — in  trust,"  he  wrote. 
"This  trust  sometimes  requires  putting 
self-interest  second."  With  Vincent  gone, 
millions  of  baseball  fans  will  soon  find 
out  if  the  owners  deserve  that  trust. 

Bij  David  Greising  in  Chicago 
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LABOR I 


BREAD  AND  CIRCUS  CIRCUS:  THE  RIVAL  HOTEL  IS  PROVIDING  MEALS  FOR  FRONTIER  PICKETERS 


NO  HONEYMOON 
IN  VEGAS 


The  bitter  Frontier  strike  is  pitting  hotel  owners  against  each  other 


Tl 


|he  battle  zone  is  a  three-foot-wide 
sidewalk  in  the  midst  of  America's 
capital  of  surrealism  and  located 
just  two  blocks  from  a  man-made  ex- 
ploding volcano.  There,  three  times  a 
day,  many  of  the  nearly  500  strikers 
picketing  outside  Las  Vegas'  faded 
Frontier  Hotel  &  Casino  line  up  for  hot 
meals  served  from  a  pink-and-white 
striped  truck.  Unusual?  Not  unless  you 
consider  that  the  $800-a-day  bill  for  the 
free  grub  is  paid  by  the  Frontier's  com- 
petitor, Circus  Circus  Enterprises  Inc., 
and  its  chairman,  William  G.  Bennett. 

It's  hard  to  remember  the  last  time  a 
company  gave  aid  and  comfort  to  the 
disgruntled  work  force 
of  a  competitor,  even  in 
the  bare-knuckled  world 
of  Vegas,  where  casino 
owners  vie  to  lure  pa- 
trons to  one-armed  ban- 
dits and  smoke-filled 
poker  games.  But  the 
one-year-old  strike  by 
the  Frontier's  bartend- 
ers, cooks,  and  other 
workers — already  one 
of  the  longest  in  Vegas 
history — is  hardly  a 
run-of-the-mill  labor 
stoppage. 
Why  did  Circus  Cir- 


cus jump  into  the  fray  in  mid-August 
with  its  meal  trucks?  Partly  to  curry 
favor  with  its  mostly  blue-collar  patrons, 
company  executives  say.  "We  at  Circus 
Circus  share  the  frustration  of  the  Fron- 
tier strikers  at  the  length  of  the  strike," 
Bennett  wrote  to  the  Culinary  Workers 
Union.  Plus,  Circus  Circus  and  other  ca- 
sinos were  angered  by  the  Frontier's  ads 
in  the  Los  Angeles  Times  suggesting 
that  all  Las  Vegas  hotel  workers  were 
on  strike. 

But  the  Frontier  says  its  corporate 
competitors'  real  motive  is  to  undermine 
the  family-owned  hotel.  The  Frontier's 
lawyer,  Joel  I.  Keiler,  says  Circus'  chair- 


SHOWDOWN  ON  THE  STRIP 


When  it  comes  to  labor  relations,  most  casinos  follow  the  lead  of  the  so-called  Big 
Six.  Here's  how  Frontier's  offer  to  its  employees  differs  from  the  Big  Six's  1989 
contract  with  workers 

BIG  SIX  FRONTIER 

BIG  SIX  FRONTIER 

WAGE  INCREASES 

PENSIONS 

$1.25  per  hour     No  raise  since  Feb- 
over  five  years     ruary,  1 990,  and  a 
cut  for  most  workers 

45(?  contributed  None 
for  every  hour 
worked 

HEALTH  CARE 

JOB  SECURITY 

Employer-fund-    Monthly  employee 
ed  health  plan  payments 

Union  grievance      At-will  firing 
procedures 

DATA:  HOTEL  EMPLOYEES  8.  RESTAURANT  EMPLOYEES  INTERNATIONAL  UNION,  BW 


man  hopes  his  free  meals  will  prolug 
the  strike  and  weaken  the  Fronjr 
enough  that  it  can't  lower  its  cost  stic- 
ture.  And  the  Frontier  is  determiner :» 
do  that.  The  hotel's  owners  an'  i 
Elardi  clan,  headed  by  Margaret  1.1  a.., 
65,  who  runs  the  1,000-room  hotel's  j 
shop  when  she  isn't  patrolling  the  c 
no's  rows  of  slot  machines. 
BAD  FAITH.  These  days,  Elardi  lets 
son  Tom,  41,  handle  day-to-day  op( 
tions.  Hotel  employees  say  he  reguk 
berates  his  striking  workers  from 
Frontier's  front  parking  lot,  standing 
hind  the  video  cameras  his  uniforn 
security  guards  have  trained  on  the  p: 
eters.  The  Elardis,  who  declined  to 
swer  BUSINESS  week's  repeated  t( 
phone  calls,  bought  the  Frontier  in  1! 
from  the  Howard  Hughes  estate.  In 
process,  they  shifted  their  operat 
from  a  small  casino  in  Laughlin,  Ne\ 
Once  on  the  Vegas  strip,  the  Elar 
wasted  little  time  in  slashing  their 
ployees'  wages  and  benefits.  A  pens 
fund  was  abolished,  health  benefits  c 
and  workplace  rules  changed  to  make 
more  difficult  to  win  seniority  or  e\ 
vacations.  "They  treat  their  employt 
like  a  piece  of  garbage,"  says  Mich 
Boyd,  who  worked  for  13  years  as 
cook  for  the  hotel.  Once  the  Elardis  to 
over,  Boyd  says,  his  take-home  pay  i 
by  some  $600  a  month. 

Outsiders  have  tried  their  best  tn  d 
the  dispute.  Back  in  May,  an  adminisi  .- 
five  law  judge  with  the  National  Lali 
Relations  Board  found  that  the  Front  • 
hadn't  bargained  in  good  faith  and 
dered  its  lawyers  back  to  the  table.  A 
worried  about  a  3%  decline  in  gami 
revenues  on  Vegas'  strip,  Nevada  Gov- 
nor  Bob  Miller  tried  unsuccessfully 
mediate  the  strike  in  late  July. 

But  there's  still  no  settlement  in  sig^ 
And  there  isn't  likely  to  be  one  so( 
Last  year,  the  same  union  struck  anoi 
er  family-run  operation,  Binion's  Hors 
shoe  Casino,  for  nine  months  before  si 
tling.  And  Frontier  strikers  continue  » 
collect  $200  a  week  in  pay  for  hitting  t 
picket  lines,  thanks 
increased  dues  on  otii 
Vegas  union  membc 
and  $8  million  from  t 
national  Hotel  Empli 
ees  &  Restaurant  Ei 
ployees  Internationi 
Union.  That,  says  tl 
national  union's  Veg; 
coordinator,  D.  Tayk 
is  enough  to  keep  tl 
Frontier  pickets  goir 
for  two  years — or 
long  as  the  free  foe 
holds  out. 

By  Ronald  Grover 
Las  Vegas 
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Dalancing  act 


The  first  computer  to  understand  you  don  t  just  have  a  job.  You  have  a  hfe. 


Something  fundamental  has  changed  in  Amer- 
ica. Now  it's  not  just  the  Hving  you  make,  its  the 
hfe  you  make.  You  want  to  enjoy  tli<'  things  youVe 
supposedly  working  for.  Your  family.  Your  home. 
Yourself. 

At  IBM,  we  know  balancing  your  job  with  the 
rest  of  your  life  isn't  easy.  That's  why  we  created  the 
IBM  PS/1.®  A  line  of  computers  designed  to  help  you 
do  office  work  at  home  or  run  a  small  business,  so 
you  can  be  with  the  people  you  care  about  most.  And 
if  those  people  are  kids,  the  PS/1  can  help  with  their 
homework,  too. 

We  also  know  you'd  like  to  improve  the  quality 
of  your  life  without  compromising  on  the  quality 
of  your  computer.  So  while  our  new  PS/Is  are 


priced  to  compete  with  the  most  affordable 
computers  around,  they  offer  a  lot  more.  Like  true 
IBM  compatibility.  More  power  than  many  office 
computers,  with  room  to  expand.  Built-in 
software — including  Windows™  or  OS/2" — and 
the  ability  to  run  other  popular  business  and  edu- 
cational software.  Not  to  mention  IBM  reliability, 
support  and  service.  And  no  computer's  easier  to  set 
up  and  use. 

\bu  may  need  more  than  a  perfectly  balanced 
computer  to  find  your  own  perfect  balance.  But  who 
knows?  You  might  just  do  your  best  work  with  some- 
one looking  over  your  shoulder.  ^s*^ 

For  a  PS/1  retailer  near  you,  Z   

call  1  800  IBM-  3377.  =  ==r  =  r  = 


IBM,  PS/1  and  OS/2  are  registered  trademarks  ot  International  Business  Machines  Corporation  Windows  is  a  trademark  of  Microsoft  Corporation,  icj  1992  IBM  Corp 


REEBOK'S  DARK  NIGHT  OF  THE  SOLE 


Remember  Dan  and  Dave?  They 
were  the  two  U.  S.  decathletes — 
and  Reebok  sneaker  endorsers — 
who  were  supposed  to  contend 
at  the  1992  Olympic  Games  for 
the  title  of  world's  greatest  ath- 
lete. Reebok  sank  $25  million 
into  its  Dan  and  Dave  ad  cam- 
paign, only  to  see  Dan  (or  was  it 
Dave?)  fail  even  to  make  the 
Olympic  team.  Dave  (or  was  it 
Dan?)  got  to  Barcelona,  but  only 
managed  a  bronze  medal.  The  term  "misplaced  confiden 
springs  to  mind. 

Reebok  isn't  alone.  Any  sneaker  company  that  uses  athle 
as  endorsers — that  means  you,  Nike,  and  you,  too,  Convers 
is  probably  wasting  its  money.  The  Athletic  Footwear  Asj 
reports  that  most  consumers'  buying  decisions  aren't  swa\i; 
by  athletes'  endorsements.  Instead,  people  check  out  wljt 
their  friends  are  wearing.  So  remember,  shoe  companies:  Joe 
will  come  and  go,  but  peer  pressure  will  never  let  you  dow 
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MOM  AND  POP 
LOOK  SICKLY 


General  Motors  and  the 
corner  store  have  one  thing 
in  common:  Their  health 
care  costs  are  rising.  On 
average,  small  businesses 
pay  60%  of  their  workers' 
health  insurance  premiums. 
And  in  the  main,  those 
insurance  bills  increased 
sharply  in  the  past  year 


Percent  of 

Premiums  small  companies* 


Decreased 

4% 

Stayed  the  same 

12% 

Rose  25%  or  less 

51% 

Rose  25%-50% 

25% 

Rose  50%-75% 

4% 

Rose  75%-100% 

3% 

'Companies  wllh  fewer  ihon  500  workers. 
Figures  don't  odd  lo  100  becouse  of  rounding 

DATA:  ARTHUR  ANDERSEN  &  CD. 


CIGARETTE  MAKERS 
GET  A  BREATHER 
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the  dearth  of  child  and  elder 
care  in  the  U.  S.  The  compa- 
nies, including  IBM,  American 
Express,  AT&T,  Motorola,  and 
Xerox,  will  commit  a  total  of 
$25  million  to  develop  pro- 
grams in  25  states  and  the 
District  of  Columbia. 

The  coalition  has  spent  a 
year  drawing  up  guidelines 
that  dependent-care  programs 
must  meet  to  gain  funding. 
The  goal:  to  boost  the  supply 
and  quality  of  programs  avail- 
able in  each  community.  A 
study  last  year  by  the  Bureau 
of  Labor  Statistics  found  that 
407'  of  working  mothers  age 
23  to  39  must  rely  on  relatives 
to  care  for  their  children. 


CHRYSLER  HEADS 
FOR  THE  'BURBS 

►  Chrysler  has  decided  to  re- 
locate its  headquarters  from  a 
troubled  inner-city  neighbor- 
hood to  a  sprawling  suburban 
Detroit  complex  by  1995. 
Chairman  Lee  lacocca  says 
putting  executives  adjacent  to 
the  company's  new  $1  billion 
technical  center  in  Auburn 
Hills  will  make  Chrysler  more 
efficient.  But  the  move  devas- 
tates Highland  Park,  a  2.9- 
square-mile  incorporated  city 
located  within  Detroit.  The 


million  over  eight  years.  But 
that  will  only  slow  the  city's 
skid.  Over  the  past  decade, 
median  household  income 
slipped  25%,  to  $9,805,  and  un- 
employment stands  at  317^, 
four  times  the  state  average. 


PHAR-MOR'S  HOME 
RECOVERS  SOME  PRIDE 

►  When  the  Youngstown 
(Ohio)  area  had  little  else  to 


dered  at  least  $10  milli 
from  the  company.  Shortly 
ter  that  revelation,  the  comj 
ny  filed  for  Chapter  11. 

Caught  in  the  financial  fi 
out,  along  with  hundreds 
employees,  was  the  Lad 
Professional  Golf  Assn.  Ph; 
Mor  canceled  its  sponsorsl 
of  two  LPGA  tournaments, 
eluding  one  in  Youngstow 
But  now,  Youngstown  is  ba 
on  the  LPGA  calendar.  Four 
cal  companies  and  two  gc 
ernment     agencies  ha 
pitched  in  to  sponsor  t 
$500,000  Warren  Youngstov 
LPGA  Classic,  scheduled  f 
sometime  next  July. 


A  DUTCH  TREAT  FOR 
U.S.  CARRIERS 

►  The  U.S.  and  the  Nethe 
lands  announced  on  Sept. 
that  they  had  reached  agre 
ment  to  grant  all  U.  S.  airlin 
free  access  to  Amsterdam  ai 
to  give  Dutch  carrier  KLM  t 
ciprocal  rights  to  the  U. 
While  it  appears  that  KLM  g 
the  better  of  the  deal,  tl 
"open  skies"  pact  gives  Am( 
ican  carriers  assured  landir 
rights  in  a  central  Europe; 
site — and  gives  U.  S.  officia 
added  leverage  in  their  touj 
negotiations  of  bilateral  £ 
treaties  with  Bonn,  Londo 
and  Paris. 


►  Cigarette  industry  execu- 
tives can  wheeze  a  little  easi- 
er. On  Sept.  7,  a  federal  ap- 
peals court  in  Philadelphia 
ruled  that  several  tobacco 
companies  did  not,  for  the 
time  being,  have  to  release 
confidential  documents.  The 
papers,  say  antismoking  activ- 
ists, may  help  prove  that  the 
industry  concealed  informa- 
tion on  smoking  and  health. 

The  court  also  removed 
U.  S.  District  Judge  Lee  Saro- 
kin,  who  had  ordered  the  doc- 
uments to  be  turned  over.  The 
panel  questioned  Sarokin's 
impartiality. 


CORPORATE  AMERICA 
IS  MIHDIHG  THE  KIDS 

►  After  years  of  complaints 
from  employees,  137  compa- 
nies and  other  groups  have 
decided  to  get  serious  about 


company's  5,000  jobs  are  the 
core  of  Highland  Park's  econ- 
omy, and  its  tax  payments  ac- 
count for  half  the  city's  $16 
million  annual  budget. 

To  ease  the  blow,  Chrysler 
will  pay  Highland  Park  $14 


boast  of,  at  least  people  there 
could  point  to  Phar-Mor,  the 
fast-growing  discount  drug- 
store chain.  Then  it  turned 
out  that  Phar-Mor's  president, 
Michael  Monus,  and  three  as- 
sociates had  allegedly  plun- 


The  Japanese  have  some  of  the  world's 
most  exacting  quality  standards. 
• 

Perhaps  that  is  why  Japan's  largest  phone  company 
chose  Northern  Telecom  to  create  one  of  the  most 
critical  elements  in  its  network. 


nurfhcrn 
fclccum 


Technology  the  world  calls  on. 

A  leader  in  digital  communications,  supplymg  equipment  in  over  80  countries. 


©1992  Northern  Telecom 


If  The  Wall  Street 
Journal  were  a  lioteL 
it  woulcl  oe  aWestin. 


Westin  Is  more  than 
a  luxury  hotel,  it's  a 
business  resource  de- 
signed  fssssk^sjj'Z?  l"or 


frequent  travelers  like 
you.  Kvery  service  we 


otter  is  geared  to  help  you  work  as  comfortably  and  efficiently 


We.itin '.(  f>u,une,i.< 
ainenitie.i  iitcluth 
computer,!,  voice 
mail,  full-.iizet) 
()e,ik,i,  fiLX  machine,! 
am)  e.vpre,!,! 
checkout. 


on  the  road  as  you  do  back  at  the  office.  If 

there's  a  smarter  way  to  get  things  done,  you  '11  Find 


it  first  at  Westin.  For  reservations, 


call  your  travel  consultant  or  (800)  228-3000. 


Westin 

Hotels  Resorts 
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IINTON  CAN  STILL 
JRADDLE  ON  NAFTA 


Bill  Clinton  has  a  problem.  His  backers  in  the  labor 
movement  have  made  defeat  of  the  North  American 
Free  Trade  Aj^reement  their  top  legislative  priority, 
le  attitudes  of  another  key  source  of  Clinton's  support,  envi- 
inmentalists,  T-ange  from  skepticism  about  the  pact  to  out- 
^ht  hostility  to  it.  But  Clinton  is  a  professed  fi-ee-ti'ader 
id  has  already  come  out— in  principle— for  extendinj^  the 
irrent  free-trade  pact  with  Canada  to  Mexico.  How  can  he 
idoi'se  the  pact  formally  without  offending  key  elements  of 
s  coalition?  His  answer:  Use  powerful  congressional  leaders, 
■pecially  Senate  Finance  Committee  Chairman  Lk)yd  Bentsen 
)-Tex.)— a  moderate  with  strong  links 
business— for  cover. 
With  the  pact  about  to  go  to  Con- 
■ess  for  ratification.  President  Bush 
stepping  up  the  pressure  on  Clin- 
n.  The  Ai-kansas  governor  says  he 
!eds  more  time  to  study  the  agree- 
ent,  but  the  White  House  is  blasting 
m  as  "slick  Willie,"  trying  to  have  it 
)th  ways.  "We  boil  it  all  down  very 
mply  to  job  creation  vs.  job  destruc- 
)n,"  says  Bush  campaign  adviser  .Jill 
anson.  And  by  portraying  the  Demo- 
at  as  a  lackey  of  Big  Labor,  the  GOP 
)pes  to  atti'act  both  nonunion  work- 

s  and  the  small  but  growing  group  of  business  executives 
ho  lean  toward  Clinton  but  who  regard  his  position  on  XAF- 
i  as  a  key  test  of  his  intentions.  "Clinton  has  straddled  the 
ade  issue  so  far,"  says  Democratic  media  consultant  David 
xelrod.  "This  has  allowed  Republicans  to  paint  him  as  a 
.ptive  of  special  interests." 

IGAL  SCRUB.  The  Democratic  strategy  to  counter  this  as- 
.ult  was  unveiled  on  Sept.  8,  when  the  Administration  sent 
.  S.  Ti-ade  Representative  Carla  A.  Hills  to  the  Finance 
ammittee  with  the  2,000-page  text  of  NAFTA.  The  normally 
irdial  relations  iietween  Hills  and  Bentsen  In'oke  down  as  the 
lairman  attacked  Bush  for  "delilierately  trying  to  i)oliticize 


this  agreement"  by  insisting  that  Clinton  "sign  on  the  dotted 
line  when  there  wasn't  even  a  dotted  line  to  sign." 

Bentsen  has  a  point.  Although  napta  negotiators  declared 
victory  in  August,  the  announcement  of  an  agreement— re- 
leased just  before  the  Republican  convention— was  prema- 
tui'e.  In  fact,  bargainers  from  the  U.  S.,  Canada,  and  Mexico 
ai'e  still  ironing  out  details  and  poring  over  translations— a  pro- 
cess Hills  calls  "a  legal  scrub"— at  Washington's  Watergate 
Hotel.  Hills  was  forced  to  admit  that  the  document  she  took  to 
the  Senate  wasn't  final.  Nor  were  the  accomjjanying  rejjorts  of 
40  industry  advisory  committees  ready  yet. 

Democrats  in  Congi'ess,  even  those 
on  the  record  in  support  of  NAFTA, 
will  attack  the  Administration  for  fail- 
ing tf)  offer  enough  protection  to  the 
environment  or  to  workers  who  will 
l)e  disjjlaced  l>y  free  trade.  Max  S. 
Baucus  (D-Mont.),  chairman  of  a  Sen- 
ate trade  subcommittee,  has  l)een  a 
strong  supporter  of  the  NAFTA  talks. 
But,  he  told  Hills,  he  won't  "fully  en- 
dorse" a  "flawed"  pact  "rushed  to 
meet  the  opening  gavel"  of  the  COP 
convention.  In  key  areas,  "the  envi- 
ronment has  been  ignored,"  he  added. 
Democrats  heaj)  scorn  on  Bush's 
five-year,  $10  billion  "worker  adjustment"  i)lan.  Bentsen  called 
it  "a  cruel  joke  on  those  workers  who  will  be  hurt  by  NAFTA, 
who  deserve  a  serious  response  from  their  government." 
Bush's  refusal  to  explain  its  funding,  he  charged,  "is  like 
showing  us  a  house  without  telling  us  al)out  the  mortgage." 

Clinton,  anxious  neither  to  alienate  labor  nor  tarnish  his 
free-trade  credentials,  wants  to  stay  on  the  fence  for  a  little 
while.  Ultimately,  he's  expected  to  endorse  NAFTA.  But  the 
loose  ends  the  Administration  has  left  hanging  from  the  hast- 
ily drawn  trade  pact  may  just  let  him  get  away  with  his 
stradfUe  for  a  l)it  longer. 

Bjl  P(U(l  M(i(ii!uss(>n  in  WttsliiiH/taii 


APITALWRAPUPI 


LOBBYISTS 


IJ^Mhat's  going  on  here?  Tree  hug- 

mW  gers  and  their  mortal  enemies  in 
:he  oil  business  are  suddenly  working 
-ogether.  Both  the  Sierra  Club  and  the 
\merican  Petroleum  Institute  oppose 
m  effort  by  corn  gi'owers  and  distillers 
:o  change  clean-air  standards  to  allow 
greater  use  of  grain  alcohol  as  a  motor 
:uel.  Environmental  groups  believe  in- 
Teased  use  of  alcohol  in  fuel  will  boost 
emissions  of  volatile  organic  com- 
aounds,  which  contribute  to  smog.  And 
jil  companies,  which  have  invested 
leavily  in  reformulated  gasolines  to 
neet  clean-air  requirements,  don't 
ivant  to  lose  business  to  gasohol. 


At  issue  is  a  draft  Environmental 
Protection  Agency  regulation  that  dis- 
qualifies most  gasoline/ethanol  mix- 
tures from  being  new  "clean"  fuels  re- 
quired l)y  the  1990  clean  air  law.  Grain 
growers  and  processors,  especially 
Archer  Daniels  Midland  Co.,  are  push- 
ing hard  for  a  waiver.  They've  man- 
aged to  gain  considerable  backing  on 
Capitol  Hill,  especially  in  the  Senate, 
which  the  oil-environmentalist  alliance 
is  now  trying  to  counter.  But,  lol)byists 
say,  the  linkup  is  purely  a  marriage 
of  convenience.  Declares  American  Pe- 
troleum Institute  President  Charles  J. 
DiBona:  "We're  not  suddenly  taking 
up  arms  with  a  group  we  haven't  tradi- 
tionally been  close  to." 


THE  SENATE 


The  death  of  Senator  Quentin  N. 
Burdick  (D-N.  D.)  could  mean  a  sig- 
nificant shift  of  power  to  the  Northeast 
on  the  Senate  Envir(jnment  &  Public 
Works  Committee.  Although  new 
Chairman  Daniel  P.  Moynihan  (D-N.Y.) 
has  been  de  facto  head  of  the  panel 
during  Burdick's  illness,  only  now  will 
he  get  full  power,  including  the  right 
to  hire  his  own  staff.  Meanwhile,  North 
Dakotans  face  a  l)othersome  voting 
schedule:  They'll  vote  on  Nov.  3  to 
pick  a  successor  to  retiring  Democrat- 
ic Senator  Kent  Conrad  and  then,  not 
later  than  Dec.  8,  will  fill  the  two 
years  left  in  Burdick's  term. 


iHINGTON  OUTLOOK 
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RUSSIA  I 


GET  YER  RED  HOT 

BOMBERS.  TANKS,  AND  MISSILES 


Arms  are  among  Russia's  few  sources  of  hard  currency — and  there's  plenty  of  merchandise  to  mo\ 


E: 


xpense-account  excess  is  synony- 
mous with  the  Farnborough  Air 
Show,  the  aerospace  industry's  bi- 
ennial sales  extravaganza.  Russia's  P. 
Sukhoi  Design  Bureau  did  its  best  to 
match  Western  standards.  But  when  the 
show  opened  near  London  on  Sept.  6, 
Sukhoi  couldn't  afford  the  fancy  catered 
spreads  of  its  Western  rivals.  Guests  at 
its  chalet  had  to  settle  for  fried  chicken 
and  meat  pies  flown  in  from  Russia. 
"We  don't  have  the  resources  of  General 
Dynamics,"  a  spokesman  says,  "but 
we'll  match  our  fighters  against  theirs 
any  day.  We  provide  more  bang  for 
bucks." 

To  prove  the  point,  a  brigade  of  400 
former  Soviets,  including  Russians, 
Ukrainians,  and  Uzbeks,  rolled  out  an 
array  of  aircraft  rarely  seen — let  alone 
offered  for  sale — in  the  West.  On  dis- 
play were  the  long-range  Backfire  bomb- 
er, the  Yak-141  vertical-takeoff  plane, 
and  the  Sukhoi  Su-24MR  swing-wing  at- 
tack aircraft.  Equally  dazzling 
were  the  rock-bottom  prices — 
as  much  as  two-thirds  less 
than  for  comparable  Western 
models  (table).  Says  0.  K. 
Moore,  director  of  European 
marketing  at  Bell  Helicopter 
Textron  Inc.:  "If  you've  got 
hard  currency,  they're  offer- 
ing fantastic  bargains." 

The  markdowns  show  just 
how  desperate  things  are  for 
Russian  President  Boris  Yelt- 
sin. Weapons  are  one  of  the 
few  sources  of  hard-currency 
export  earnings  left.  And 
there's  plenty  of  merchandise 
to  move.  With  the  end  of  the 
cold  war,  the  Russians  have 
l,f)00  surplus  military  aircraft 
and  some  10,000  tanks  gather- 
ing dust  at  home.  Roughly 
one-sixth  of  the  ex-Soviet 
Navy — including  the  $3  billion 
aircraft  carrier  Varyag  under 
construction  in  Ukraine — is  on 
the  block. 

Russia's  push  to  sell  arms  is 
also  driven  by  a  critical  shift 


in  M0.SCOW  policy.  Since  1985,  Kremlin 
leaders  have  talked  about  converting 
military  plants  to  civilian  uses.  Conver- 
sion was  supposed  to  refashion  the  old 
empire's  1,100  defense  enterprises  and 
900  research  institutes  into  commercial 
concerns.  "The  only  problem,"  says  Mi- 
chael D.  Maley,  Yeltsin's  conversion  ad- 
viser, "was  that  no  one  ever  said  where 
the  money  would  come  from." 
SHAKEOUT.  So,  in  a  victory  for  officials 
who  want  to  retain  much  of  Russia's 
military  capacity,  Moscow  is  testing 
world  markets  to  determine  which 
plants  can  make  salable  goods.  Those 
plants  that  can  make  major  sales  will 
have  hard  currency  to  design  and  make 
even  better  weapons,  says  Maley,  adding 
that  those  with  modest  sales  should  use 
their  dollar  proceeds  to  convert  to  civil- 
ian production.  The  rest  will  be  sold  off. 

Although  the  U.  S.  now  reigns  as  the 
world's  leading  arms  merchant,  the  Rus- 
sians are  chalking  up  some  successes.  In 


one  head-turning  deal,  China  plunk 
down  $1.2  billion  in  cash  and  barl 
goods  for  24  Su-27  fighters,  and  it 
scouring  the  former  Soviet  Union 
more  aircraft,  missiles,  and  techni( 
knowhow.  Western  sources  say  Iran 
another  eager  customer:  It's  forki 
over  $2.2  billion  for  110  planes,  includi 
Tu-22M3  bombers  and  the  highly  rega: 
ed  MiG-29  and  MiG-31  jet  fighters.  Ir 
has  also  picked  up  six  diesel-power 
submarines. 

U.  S.  defense  contractors  are  learni 
the  hard  way  just  how  ruthless  Russii 
emerging  dealmakers  can  be.  FMC  Coi 
planned  to  sell  500  Bradley  armor 
fighting  vehicles  to  the  United  Ar 
Emirates.  Then,  Russia  offered  a  subs 
tute — its  BMP  armored  personnel  cai 
er — for  a  third  of  the  Bradley's  $1.5  n 
lion  price.  "We  were  shocked,"  says 
FMC  official.  "We  thought  we  had  t 
order."  And  at  Raytheon  Co.,  maker 
the  Patriot  antimissile  system,  one  of 


MOSCOW'S 
BARGAIN-BASEMENT  PRICES 
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MiG-29 

^20-25 

MILLION 
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F/A-18 

MILLION 
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T-72 

MILLION 
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al  complains  that  the  Russians  have 
ladowed  his  sales  team  on  worldwide 
ips.  The  Russians  then  offer  prospec- 
/e  customers  a  comparable  air-defense 
•stem,  the  SA-10,  at  about  half  the  $150 
illion  or  so  that  the  Patriot  costs. 
Still,  a  resurgence  of  arms  sales  will 
)  no  panacea  for  the  free-falling  Rus- 
in  economy.  In  fact,  it's  unlikely  the 
assians  will  ever  match  the  $20  billion 
$25  billion  in  annual  weapons  sales 
at  the  Soviet  Union  rang  up  in  the 
id-1980s  to  such  client  states  as  Syria 
id  Vietnam  on  easy  credit  terms. 
RAZY.'  And  while  its  MiG  jets  and  air- 
'fense  systems  still  command  respect, 
assia's  ability  to  provide  spare  parts 
id  maintenance  is  suspect.  When  it 
mes  to  the  most  advanced  systems, 
'ou'd  have  to  be  crazy  to  buy  the  Rus- 
in  stuff,"  says  Loren  B.  Thompson, 
!puty  director  of  Georgetown  Universi- 
's  national  security  studies  program. 
Russia's  efforts  to  elbow  its  way  back 
to  the  big  leagues  of  global  arms  sales 
iuld  strain  its  new  partnership  with  the 
est.  Yeltsin  has  promised  not  to  sell 
eaponry  to  renegade  states.  But  with 
e  former  Soviet  Union's  export-control 
gime  in  tatters,  U.  S.  policymakers 
orry  about  big  sales  to  Beijing  or  a 
armed  Iran.  If  the  sales  get  out  of 
md,  Washington  could  hold  up  finan- 
il  aid.  But  with  the  White  House  troll- 
g  for  votes  by  stepping  up  its  own 
■ms-export  push,  it  may  be  hard  to 
ame  the  Russians  for  trying  to  get  a 
ece  of  the  action. 

By  Brian  Bremner  and  Amy  Borrus  in 
'ashington,  Paula  Dwyer  at  Farnboroiigh, 
id  Rose  Brady  in  Moscotv 


SHOPPING  AT 
FARNBOROUGH: 
CHINA  AND  IRAN 
ARE  STOCKING  UP 


\FRICA 


IN  NEW  YORK'S  DIAMOND  DISTRICT:  DE  BEERS  SAYS  IT  UNDERESTIMATED  THE  U.S.  RECESSION 


CAH  DE  BEERS  HOLD  ON  TO 
ITS  HAMMERIOCK? 


To  shore  up  the  company-led  cartel,  it's  strengthening  ties  to  Russia 


jussians  have  seen  a  lot  of  latter- 
day  business  prospectors  from 
kthe  West.  But  few  have  more  at 
stake  than  De  Beers  Consolidated  Mines 
Ltd.,  the  South  African  diamond  colos- 
sus that  controls  some  W7<  of  world 
sales.  In  early  September,  all  of  De 
Beers'  top  brass,  led  by  its  octogenarian 
patriarch,  Harry  F.  Oppenheimer, 
fanned  out  across  the  republic,  wooing 
officials.  At  ceremonies  in  Moscow  to 
mark  the  opening  of  the  company's  first 
Russian  office,  Harry's  son  and  De 
Beers  Deputy  Chairman  Nicholas  F.  Op- 
penheimer toasted  "the  momentous 
event  for  De  Beers." 

Indeed  it  is.  De 
Beers'  efforts  to 
strengthen  its  ties 
with  the  Russians 
come  at  a  critical  junc- 
ture. As  the  company 
faces  the  most  dire 
business  climate  in  a 
decade,  its  hammer- 
lock  on  output  and  prices  is  loosening. 
Some  suppliers  are  already  bypassing 
the  Central  Selling  Organization  (CSO), 
the  powerful  De  Beers-led  cartel,  and 
selling  directly  to  dealers  in  Antwerp 
and  Tokyo.  De  Beers  executives  admit 
they  will  spend  $350  million  this  year 
just  to  buy  up  rogue  supplies  from  thou- 
sands of  miners  in  Angola.  Beyond  that, 
Russia's  post-coup  restructuring  and  its 
hunger  for  hard  currency  could  lead  to  a 


Facing  a  $3.2  billion 
diamond  surplus,  the 
company  is  ordering  a 
cut  in  production 


breakup  of  its  diamond  industry,  leaving 
the  world  awash  in  lustrous  stones.  The 
value  of  Russia's  output  is  second  only 
to  that  of  De  Beers'  mines. 

Russian  producers  are  already  dump- 
ing some  diamonds  in  violation  of  a  1990 
agreement  with  De  Beers.  The  deal  pro- 
vides the  Russians  with  $5  billion  over 
five  years  in  return  for  giving  the  CSO 
exclusive  marketing  rights  for  95%  of 
their  uncut  diamonds  for  export.  But  an- 
alyst John  Taylor  of  James  Capel  &  Co. 
in  London  figures  Russia  may  be  dump- 
ing up  to  257'  of  its  $1.5  billion  annual 
output.  The  stones  are  leaking  out  while 
Moscow  and  leaders 
of  the  autonomous 
republic  of  Yakutia, 
home  to  99%  of  Rus- 
sia's output,  are 
locked  in  a  power 
struggle  for  control  of 
the  lucrative  business. 
SLOWER    GOING.  To 

win  friends,  De  Beers 
is  going  all  out.  Harry  Oppenheimer,  the 
former  chairman  whose  family  controls 
the  business,  toured  the  Yakutia  fields 
and  sat  down  with  Yakutia  President 
Mikhail  Nikolayev.  Backing  up  the  talk, 
De  Beers  is  promising  at  least  $300,000 
worth  of  equipment  to  set  up  a  new 
Russian  diamond-polishing  venture.  In 
the  end,  Nicholas  Oppenheimer  believes 
the  Russians  recognize  that  their  own 
interests  will  be  best  served  by  maintain- 
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ing  "the  well-being  and  stability  of  the 
industr-y"  by  relying  on  the  CSO's  mar- 
keting clout. 

De  Beers  is  anything  but  stable  these 
days.  The  first  jolt  came  in  late  August, 
when  De  Beers  Chairman  Julian  Ogilvie 
Thompson  stunned  investors  with  news 
that  first-half  profits  dropped  26'^  and  a 
dividend  cut  was  looming.  He  admitted 
that  De  Beers  had  underestimated  the 
severity  of  the  U.  S.  recession,  the  slow- 
down in  Japanese  jewelry  buying,  and 
the  seepage  of  diamonds  from  Russia 
and  Angola.  He  also  revealed  that  the 
CSO  was  ordering  suppliers  to  cut  output 
by  25/'  or  to  stockpile  that  amount  of 


CANADA I 


CANADA'S  FUTURE 
HANGS  ON  A 
OUI  OR  HON 


If  Quebec  separatists  win,  expect 
political  and  economic  turmoil 


Canada's  protracted  dithering  about 
whether  it's  one  nation  or  two 
seems  about  to  end.  Until  now,  it 
has  been  up  to  the  politicians.  But  on 
Oct.  26,  for  the  first  lime,  Canadian  vot- 
ers will  have  their  say  on  a  plan  to  settle 
the  long-simmering  debate  over  the  sta- 
tus of  French-speaking  Quebec. 

In  effect,  Canada  is  betting  its  future 
on  a  single  vote.  The  proposed  constitu- 
tional changes,  which  were  agreed  to  by 
provincial  premiers  on  Aug.  28,  are  ex- 
pected to  win  lopsided  endorsements  in 
the  nine  English-speaking  provinces.  But 
the  outcome  will  be  decided  in  French- 
speaking  Quebec,  where  the  vote  looks 
like  a  cliffhanger. 

'DISTINCT  SOCIETY.'  A  slim  4:^39  approv- 
al margin  in  the  latest  poll  suggests  that 
the  Quebecois,  worried  about  the  eco- 
nomic costs  of  a  breakup,  may  also  be 
tilting  toward  Canadian  unity.  If  the 
Quebecois  vote  oui,  they  will  signal  their 
acceptance  of  proposed  changes  in  feder- 
al institutions  and  guarantees  of  provin- 
cial authority  in  areas  such  as  mining 
and  urban  affairs,  designed  to  keep  Que- 
bec within  Canada. 

But  if  Quebec  nationalists  succeed  in 
their  campaign  for  a  non,  Canada  will 
plunge  into  political  and  economic  tur- 
moil, facing  the  specter  of  an  acrimoni- 
ous breakup.  In  the  past,  political  lead- 
ers always  managed  to  restart 
negotiations  after  the  collapse  of  foi-mu- 
las  for  unity  such  as  the  1987  Meech 
Lake  Accord,  which  recognized  Quebec 
as  a  "distinct  society."  But  this  time, 
anger  among  grass-roots  voters  over  a 


production.  It's  an  effort  to  mop  up  a 
diamond  surplus  this  year  that's  likely  to 
exceed  De  Beers'  estimated  sales  of  $3.2 
billion — which  would  be  down  18%  from 
last  year.  Investors,  who  had  been  been 
led  to  believe  in  a  second-half  upturn, 
have  spurned  the  .  stock,  knocking  30% 
off  its  value. 

The  pressures  appear  unrelenting. 
There's  no  sign  of  a  turn  in  the  world 
economy  and  no  shortage  of  production 
coming  on  stream  from  South  Africa  to 
Canada  and  Australia.  Analysts  think 
De  Beers  may  spend  up  to  $1  billion 
this  year  to  soak  up  excess  supplies 
and  maintain  prices — an  expenditure 


that  would  wipe  out  its  cash  balanct 
In  the  104-year  history  of  De  Beer 
there  have  been  plenty  of  upsets.  Hur 
Oppenheimer  recently  predicted  the  Cdi 
pany  would  emerge  successfully  fro 
the  "grave  immediate  dangers."  But  . 
could  emerge  much  smaller.  In  tl 
1990s,  "the  priorities  are  different,"  sa; 
London  jeweler  Theo  Fennell.  "The  ms 
ket  is  not  as  big  as  it  was."  That's 
sobering  thought  as  De  Beers  seeks 
convince  the  Russians  that  their  di 
mond  interests  are  forever. 

By  Richard  A.  Melcher  in  London  ai 
Deborah  Stead  in  Moscow,  with  Alan  Fi: 
in  Johannesburg  and  bureau  reports 


RALLY  FOR  INDEPENDENCE:  IS  STATUS  AS  A  "DISTINCT  SOCIETY"  ENOUGH? 


rebuff  would  likely  rule  out  any  new 
attempt  to  keep  Quebec  in  the  fold.  "The 
risks  in  this  referendum  are  very  high," 
says  Thomas  d' Aquino,  president  of  the 
Business  Council  on  National  Issues. 

With  so  much  at  stake,  d'Aquino  is 
mobilizing  corporate  chief  executives  to 
play  "a  very  active  role"  in  the  debate. 
Even  in  Quebec,  "the  business  communi- 
ty is  solidly  behind  the  accord,"  says 
Guy  Saint-Pierre,  CEO  of  SNC  Group  Inc., 
the  Montreal-based  engineering  giant. 

Rejection  would  trigger  "extreme 
downward  pressure  on  the  Canadian  dol- 
lar," warns  Lloyd  Atkinson,  chief  econo- 
mist of  the  Bank  of  Montreal,  "and  the 
Bank  of  Canada  would  feel  duty-bound 
to  drive  up  interest  rates."  A  non  vote 
would  also  deal  a  blow  to  the  North 
American  Free  Trade  Agreement 
(NAFT.4)  among  the  U.  S.,  Canada,  and 
Mexico.  An  independent  Quebec  would 
have  to  apply  separately  for  nafta 
membership.  And  a  referendum  fiasco, 
by  damaging  Prime  Minister  Brian  Mul- 


roney  politically,  could  weaken  his  abi 
ty  to  push  NAFTA  through  Parliamen 

Just  two  years  ago,  opposition  in  E 
glish  Canada  to  Quebec's  demands  f( 
special  status  helped  kill  the  Meech  Lai 
Accord.  But  now,  with  a  deep  recessic 
and  11.6%  unemployment,  English-spea 
ing  Canadians  are  anxious  to  put  tl 
constitutional  wrangling  behind  them. 

In  Quebec,  the  campaign  for  a  oui 
spearheaded  by  Premier  Robert  Bo 
rassa,  backed  by  his  Liberal  Party 
strong  endorsement  of  the  proposal 
But  the  pro-independence  Parti  Queb 
cois,  which  leads  the  Liberals  in  tl 
polls,  is  bitterly  attacking  the  plan.  "I"; 
sure  the  proposals  will  lose  in  Quebec 
says  Jean  Campeau,  chairman  of  pap( 
and  pulp  maker  Domtar  Inc.  and  a  pror 
inent  opponent  of  the  plan.  He  may  1: 
right.  But  with  the  province's  econorr 
reeling  from  the  recession,  most  obser 
ers  believe  that  the  Quebecois,  too,  w: 
end  up  voting  for  a  united  Canada. 

By  William  C.  Symonds  in  Toron. 
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Just  don't  expect  it  to  roar. 


It  would  be  so  easy  if  an  organization 
could  put  on  information  technology  like 
a  new  coat. 

But  companies  that  take  this  super- 
ficial approach  will  almost  certainly  fall 
prey  to  more  predatory  competition. 

Which  is  why,  at  Andersen  Consulting, 


we  help  organizations  link  technology  to 
the  heart  of  their  business.  Their  strat- 
egies, operations  and  human  resources. 

Because  these  days,  becoming  a  more 
aggressive  competitor  often  means  trans- 
forming the  organization.  Not  merely 
hopping  on  a  technological  bandwagon. 


Andersen 
Consulting 

ARTHUR  ANDERSEN  &  CO.,  S  C. 


©  1992  Andersen  Consulting.  All  rights  reserved. 
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rHE  SCANDAL  THAT  COULD 
{EALLY  ROCK  JAPANESE  POLITICS 


Fi-om  the  Lockheed  Corp.  mess  of  the  1970s  to  the  Recruit 
debacle  of  the  1980s,  Japanese  poHtical  scandals  seem  to 
bloom  and  fade  as  regularly  as  cherry  blossoms.  They 
ay  lead  to  the  ouster  of  prime  ministers,  but  .Japan's  politi- 
,1  decision-making  machinery  has  i)een  dominated  l)y  power- 
1  kingpins  who  aren't  hamj^ered  by  such  upsets.  So,  on  the 
;rface  at  least,  the  latest  tempest  seems  typical.  Tokyo  Sa- 
ivva  Kyubin  Co.,  a  trucking  company  whose  ex-president 
IS  l)een  linked  to  organized  crime,  is  ru- 
ored  to  have  tunneled  $4  l)illion  to  offi- 
ils,  including  some  $25  million  to  a  doz- 
1  top  politicians.  Public  hearings  are 
:pected  to  begin  on  Sept.  22. 
Yet  there's  a  possibility  the  Sagawa 
andal  could  have  an  impact  that  far 
irpasses  others.  That's  because  it  is 
■inging  unusually  heavy  pressure  on 
lin  Kanemaru,  Japan's  chief  political 
ippeteer.  Kanemaru  has  long  controlled 
e  largest  faction  of  the  Liberal  Demo- 
atic  Party  thanks  to  his  prodigious 
nd-raising  ability.  Now  acknowledging 
!  failed  to  report  a  $4  million  contribu- 
)n  from  Sagawa,  Kanemaru  stunned 
e  LDP— and  all  of  Japan— in  late  Au- 
ist  by  resigning  as  party  vice-chair- 
an  and  offering  to  step  down  as  chief  of  its  leading  faction. 
Kanemaru  has  been  known  to  use  scandals  against  his  own 
emies,  but  this  time  political  experts  say  he  is  onjjie  defen- 
/e  against  another  behind-the-scenes  power  broker,  former 
■stice  Minister  Seiroku  Kajiyama,  66.  Kajiyama  has  tried  to 
ay  out  of  the  limelight  since  making  his  inflammatory  1990 
mark  comparing  Japanese  prostitutes  to  American  blacks, 
ying  both  ruined  good  neighborhoods.  With  close  friends  in 
e  prosecutors'  office,  Kajiyama  has  a  powerful  weapon  to 
ge  out  Kanemaru  and  establish  himself  as  the  LDP's  supreme 
ler.  Kanemaru's  faction  hasn't  accepted  his  resignation,  but 
ddenly  it  seems  only  a  question  of  when,  not  if,  the  78-year- 


old  godfather  will  make  a  departure  from  active  political  life. 
"He's  ready  to  leave  politics  any  time,"  says  his  son  and  local 
campaign  manager  Shingo  Kanemaru. 

If  Kanemaru  exits,  Japanese  politics  could  be  in  for  a  histor- 
ic shakeout.  As  leader  of  the  so-called  Takeshita  group,  the 
largest  and  most  powerful  of  the  LDF's  five  factions,  he  has 
cultivated  an  image  as  pro-American.  Operating  on  instinct, 
not  ideology,  Kanemaru  has  l)een  al)le  to  handpick  Japan's  last 
three  prime  ministers,  including  the  cur- 
rent one,  Kiichi  Miyazawa. 
DIRTY  WORK.  Miyazawa  could  l>e  the  one 
most  immediately  affected.  Until  now,  he 
has  left  to  Kanemaru  the  dirty  work  of  ca- 
joling agreement  among  the  five  LDP  fac- 
tions and  cutting  deals  with  the  opposi- 
tion. Miyazawa  has  scored  many  policy 
coups  this  year,  such  as  securing  a  bill  al- 
lowing Japanese  troops  on  overseas  peace- 
keeping missions,  designing  an  $87  billion 
spending  package  to  boost  the  economy, 
and  brokering  a  historic  imperial  visit  to, 
China.  But  he  won  these  victories  in  large 
part  thanks  to  Kanemaru.  "If  Miyazawa 
loses  his  dealmaker,"  says  Cornelia  Meyer, 
adviser  to  Diet  member  Yoshiro  Mori,  "it'll 
be  tough  for  him  to  push  through  any  new 
initiatives." 

Kanemaru  seems  to  be  buying  time  in  hopes  of  strengthen- 
ing his  handpicked  successor,  Ichiro  Ozawa,  another  member 
of  the  Takeshita  faction.  So  far,  the  50-year-old  Ozawa  hasn't 
garnered  enough  support  to  shore  up  the  master's  seat,  but 
the  old  man  hopes  to  pull  the  strings  one  last  time.  Such  a 
transition  wouldn't  have  much  impact  on  how  Japan  man- 
ages its  economy  or  diplomatic  affairs.  But  Kajiyama  is  of  a 
more  conservative  bent  and  his  posture  to  the  U.S.  is  less  pre- 
dictable. The  worst  fear  is  that  infighting  within  the  LDP  will 
completely  paralyze  Japanese  decision-making. 

By  Karen  Lowri/  Miller  in  Toki/o 
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CANDINAVIA 


Linking  an  economy  more  closely  to 
the  European  Community  can  be  an 
xpensive  proposition.  That's  what  Fin- 
ind,  Norway,  and  Sweden  are  finding 
ut.  They  are  staggering  under  crip- 
'ling  double-digit  interest  rates  and 
ough  budget  cuts  as  their  goveniments 
ry  to  lower  inflation  rates  to  make  the 
;C  tie-up  easier.  At  the  same  time, 
heir  weak  currencies  are  being  side- 
wiped  by  European  financial  markets 
kittish  about  the  upcoming  French 
ote  on  the  Maastricht  Ti-eaty. 
The  fii'st  currency  to  crack  was  the 
'innish  markka,  which  was  devalued 
y  13%  on  Sept.  8,  setting  off  shock 


waves.  In  two  moves,  Sweden's  central 
bank  pushed  its  overnight  lending  rate 
to  commercial  banks  to  75%,  driving  up 
short-term  interest  rates  to  20%.  Sim- 
ilar rates  in  Norway  hit  22%. 

The  next  few  months  will  test  the 
resolve  of  Norwegian  and  Swedish  pol- 
iticians to  stick  to  their  guns  amid  wid- 
ening economic  fallout.  Unemployment 
is  soaring,  while  in  Sweden,  plans  are 
on  track  to  cut  social-welfare  spend- 
ing. Meanwhile,  no  one  expects  a  pay- 
back any  time  soon  from  the  EC  linkup. 

ARGENTINA  

Sometimes,  it  doesn't  pay  to  do  a 
good  job.  Harvard  University- 
trained  Domingo  Cavallo,  Argentina's 


Economy  Minister,  rescued  his  coun- 
try from  hyperinflation  by  linking  the 
peso  to  the  dollar  and  starting  a  major 
privatization  program.  The  result:  In- 
flation is  now  1.5%  monthly,  while  the 
gross  national  product  grew  by  5%  last 
year.  Polls  give  Cavallo  a  57%  public 
approval  rating,  12  points  higher  than 
President  Carlos  Menem's. 

Now,  Menem  may  be  trying  to 
undercut  Cavallo's  prestige,  even  if 
that  risks  hurting  the  economy.  Me- 
nem clashed  publicly  with  Cavallo  dur- 
ing Argentina's  recent  stock  market 
slide,  a  conflict  that  was  widely  noted 
by  investors.  They  may  hold  back  on 
future  investment  until  Menem  and 
Cavallo  make  peace. 
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WILL  U.S.  SURGICAL'S 
CUTTING  EDGE  BE  ENOUGH? 


The  'miracle'  of  laparoscopy  made  it  soar — but  Johnson  &  Johnson  is  slashing  into  its  near-monopo 


arilyn  Kusek 
I  entered  the  op- 
lerating  room  at 
10  a.m.  on  a  Wednesday. 
By  breakfast  the  next 
day,  she  was  discharged. 
Two  days  later,  she 
drove  back  to  the  hospi- 
tal to  tell  a  group  of  doc- 
tors about  her  successful 
surgery.  The  following 
week,  the  49-year-old 
Stamford  (Conn.)  nurse 
was  back  at  work,  pull- 
ing a  12-hour  shift. 
What's  astonishing  is 
that  Kusek  had  under- 
gone a  full  hysterecto- 
my, an  operation  that 
normally  requires  a  mini- 
mum of  six  weeks  of 
painful  recovery.  Her 
doctors  had  used  a  "min- 
imally invasive"  tech- 
nique in  which  they 
made  a  tiny  incision  in 
her  body,  placed  a  cam- 
era inside,  and  operated 
while  watching  a  TV 
monitor.  Surgeons  call  it 
laparoscopy,  but  Kusek 
has  another  term:  "It's 
miracle  surgery." 
UNSTOPPABLE?  It  cer 
tainly  has  worked  mir- 
acles for  U.  S.  Surgical 
Corp.  The  manufacturer, 
which  sells  some  of  the 
key  equipment  used  in 
laparoscopy,  has  lately 
been  among  the  fastest- 
growing  companies  in 
America.  Sales  at  the 
Norwalk  (Conn.)  compa- 
ny have  climbed  by  50'/ 
in  each  of  the  past  two  years,  with  prof- 
its up  98%'  in  1991,  to  $91  million.  Wall 
Street's  enthusiasm  for  miracles,  real 
and  otherwise,  has  propelled  uss  stock 
from  8  to  more  than  134  in  just  four 
years,  making  millionaires  of  founder 
Leon  C.  Hirsch  and  many  of  the  compa- 
ny's employees. 

But  now,  as  USS  reaches  tht  milestone 
of  $1  billion  in  annual  sales,  many  won- 


der how  it  can  possibly  keep  growing  so 
fast.  Once  selling  at  50  times  earnings, 
its  stock  has  become  a  favorite  of  short- 
sellers,  plunging  from  around  120  to  74, 
or  30  times  estimated  earnings,  in  the 
past  six  months  (chart).  Many  in  the 
health  care  industry  see  dark  clouds  in 
USS's  future:  The  company  has  a  formi- 
dable new  competitor  in  Ethicon  Endo- 
Surgery,  recently  formed  by  Ethicon 


Inc.,  a  subsidiary 
health  care  giant  Jol 
son  &  Johnson.  On  Se 
9,  Ethicon  Endo-Surge 
announced  an  allian 
with  Japan's  Olymj 
Optical  Co.  to  devel 
and  market  new  lapa: 
scopic  equipment.  Me 
while,  some  studies 
laparoscopy  show  a  nu 
ber  of  procedural  erro: 
which  raise  serious  qU' 
tions  that  could  scare  ( 
potential  patients. 

CEO  Hirsch,  65,  dismii 
es  the  naysayers.  La{ 
roscopy  is  no  more  di 
gerous  than  any  oth 
surgery,  he  says.  He 
gues  that  the  growth 
the  technique  is  unstc 
pable  as  his  research  a 
development  labs  en 
neer  newer  and  bett 
instruments:  "The  si 
face  has  barely  be 
scratched,"  he  says. 

He  may  be  right. 
1987,  when  USS  inti 
duced  its  Surgiport  ti 
car,  a  tubular  gadg 
through  which  other 
struments  are  inserted 
the  body,  laparosco] 
was  a  paltry  $10  milli 
market.  Last  year, 
sold  more  than  $300  n 
lion  of  laparoscopic 
struments,  and  analys 
now  speak  of  a  $2  billi 
market  by  1995.  Alrea 
used  to  remove  gallbh 
ders,  hernias,  and  ut< 
uses,  the  technique  coi 
soon  be  employed  for  more  complicat 
procedures,  such  as  lung  surgery.  Ev 
if  uss's  share  dipped  to  50%  from 
present  80%,  half  of  a  $2  billion  mart 
would  still  be  more  than  the  compam 
entire  1991  sales. 

If  Hirsch   is   right — and  there 
many  health  care  professionals  who  1 
lieve  him — then  USS  could  continue 
soar.  But  competitors  sense  the  sai 
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)tential,  and  none  of  them  wants  to 
;at  out  USS  more  than  mighty  J&J. 
irsch  cleaned  J&J's  clock  in  the  1960s 
ith  a  surgical  stapler  that  is  the  medi- 
il  equivalent  of  the  staple  guns  sold  in 
irdware  stores.  The  staples,  which  re- 
ace  sutures  in  some  applications,  are 
)w  a  $500  million  business,  growing  at 
f/>-  a  year.  Hirsch  commands  some  757' 
'  the  market.  USS  left  its  rivals  in  the 
ist  with  laparoscopic  stapling  and  cut- 
ig  instruments,  too.  But  now,  J&J 
eans  business.  Says  Ethicon  Endo-Sur- 
iry  President  William  Weldon:  "We  set 
target  for  ourselves  to  be  the  domi- 
mt  player  by  the  end  of  1995." 
The  J&.J  unit  has  a  U.  S.  sales  force  of 
iQ,  backed  by  350  engineers,  and  it  re- 
■ntly  opened  a  state-of-the-art  training 
cility  for  surgeons,  in  Ohio.  Already,  it 
making  inroads  with  hospital  purchas- 
g  groups  that  have  long  been  j&j  cus- 
mers.  Ethicon,  perennially  dominant  in 
ttures  and  other  surgical  supplies,  "is 
)t  used  to  not  being  the  market  lead- 
,"  says  Kevin  Weeks,  operating-room 
•ogram  manager  at  Premier  Hospitals 
lliance  Inc.,  which  represents  150  hos- 
tals.  "They're  throwing  a  lot  of  re- 
lurces  at  it." 

9CTOR  lOYAiTY?  Ethicon  Endo-Sur- 
;ry,  backed  by  $12  billion-a-year  J&J, 
IS  one  important  advantage  over  USS: 
•ice.  Savings  on  its  laparoscopic  gear 
,n  average  anywhere  from  57  to  20% 
mpared  with  USS,  Weeks  says:  "For  a 
nail  hospital  of  200  beds,  over  a  four- 
■ar  period  we  can  save  upwards 
■  $1  million  with  Ethicon." 
Price  isn't  J&J's  only  selling 
)int.  Some  health  care  adminis- 
ators  say  USS  became  arro- 
int  and  unresponsive  as  it  en- 
yed  a  virtual  monopoly  in 
e  laparoscopic  marketplace 
'er  the  past  few  years, 
i'hey  feel  their  product  is  so 
iperior,"  says  Jonah  Hughes, 
irchasing  vice-president  for 
aughters  of  Charity  National 
ealth  System,  a  40-hospital 
lain.  Frustrated  at  not  getting 
scounts  or  concessions,  Hughes 
?ned  an  exclusive  contract  with 
thicon  Endo-Surgery  four  months 
fo.  Such  complaints  are  hogwash, 
.ys  Hirsch:  "We're  quite  competi- 
/e  on  price,  and  we  wouldn't  have 
e  market  share  we  do  if  we  were 
•rogant  and  didn't  listen  to  our 
istomers." 

USS  sure  doesn't  look  complacent  these 
lys.  It  is  making  a  major  push  over- 
•as,  where  it  now  gets  about  one-quar- 
r  of  its  sales,  with  a  new  sales  and 
stribution  center  in  France.  Hirsch  is 
so  upping  his  R&D  budget  by  25%  this 
;ar,  to  around  $40  million.  Along  with 
iomet  Inc.,  USS  has  signed  agreements 
jointly  develop  and  market  a  line  of 


J&J's  Ethicon  Endo-Surgery 
offers  its  laparoscopic  gear  for 
5%  to  20%  less,  says  a 
purchaser  for  150  hospitals 


absorbable  products  for  orthopedic  sur- 
gery. And  in  a  move  that  smacks  of 
nose-tweaking,  last  year  USS  entered  the 
$1  billion  traditional  suture  business, 
which  Ethicon  has  ruled  for  decades. 

Hirsch's  strategy  is  to  sell  a  "pack- 
age" of  laparoscopic  equipment  and  sta- 
ples, plus  sutures  for  those  times  when 
staples  won't  do  the  trick.  Early  reports 
from  the  field  are  encouraging.  "The 
readings  we  are  getting  on  the  sutures 
are  superb,"  says  Robert  P.  Bowen,  ex- 
ecutive vice-president  of  Amerinet  Inc.,  a 
buying  group  with  1,000  hospital  cus- 
tomers. Analysts  figure  USS  could  sew 
up  10%  of  the  sutures  market  within  the 
next  couple  of  years. 

Still,  that's  a  pinprick  compared  with 
the  prospects  in  laparoscopy.  To  keep 
growing  in  the  face  of  tough  competition 
from  Ethicon  Endo-Surgery,  Hirsch  is 
counting  on  doctors  to  overrule  cost-con- 
scious bureaucrats:  "No  doctor  is  going 
to  raise  Cain  over  what  bedpan  you  buy. 
However,  when  that  patient  is  on  the 
table,  the  doctor  is  personally  responsi- 
ble. It's  a  life-and-death  decision." 
Bonding  with  surgeons  has  al- 
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ways  been  a  key  part  of  the  marketing 
strategy  for  USS's  1,100-person  sales 
force.  "They  have  trained  thousands  of 
doctors  in  TV-age  surgery — 31,000  last 
year  alone — and  keep  in  almost  constant 
touch  with  them  through  frequent  fol- 
low-up visits.  "With  most  of  the  physi- 
cians and  professionals,  U.  S.  Surgical 
has  a  substantia!  leadership  position," 
says  Earl  Norman,  chairman  and  CEO  of 
Health  Services  Corp.,  which  sells  equip- 
ment to  1,100  hospitals. 
SCARCELY  A  SCAR.  What  many  people 
think  of  Hirsch  personally  is  another 
matter.  Animal-rights  activists,  who  ac- 
cuse USS  of  treating  dogs  in  its  labs  in- 
humanely, have  been  riding  Hirsch  for 
years.  In  1988,  a  protester  even  placed  a 
bomb  near  his  parking  spot,  but  the  plan 
was  thwarted  by  company  security  per- 
sonnel who  had  infiltrated  the  animal- 
rights  group. 

More  recently,  Hirsch  has  taken  some 
heat  for  becoming  one  of  the  highest- 
paid  U.  S.  executives.  His  1991  compen- 
sation totaled  $23.3  million,  and  his  wife. 
Executive  Vice-President  Turi  Josefsen, 
made  $23.6  million.  Hirsch  notes  that  the 
compensation  mainly  comes  from  stock 
options.  Besides,  he  says,  uss's  top  exec- 
utives deserve  their  handsome  rewards. 
Still,  he  irked  some  shareholders  earlier 
this  year  by  unloading  thousands  of  his 
USS  shares  as  they  plunged  in  value — 
although,  as  he  points  out,  he  still  owns 
some  5.3  million  shares. 
The  stock  might  continue  its  slide  if 
the  medical  community  clamps 
;■  down  on  laparoscopy.  One  fear, 
backed  by  studies  showing  high 
numbers  of  complications,  is 
that  too  many  doctors  are  per- 
forming the  procedure  without 
proper  training.  New  York 
State  is  already  talking  of  li- 
censing doctors  who  perform 
laparoscopic  procedures.  But 
many  doctors  argue  against 
such  plans,  insisting  that  the 
studies  themselves  are  flawed. 

Whatever  the  studies  sug- 
gest, the  real  world  experi- 
ences of  patients  such  as  De- 
nis Niez  are  testimony  to  the 
procedure's  success.  A  year 
ago,   the  25-year-old  pastry 
chef  was  rushed  to  a  Miami 
hospital  with  intestinal  bleed- 
ing. A  week  after  a  seven- 
hour  operation  to  remove  five 
feet  of  diseased  colon,  Niez 
was  back  at  work.  "I've  got 
three  little  scars,  and  you  can 
barely  see  them,"  he  says.  "The 
other  way,  they  would  have  had  to 
open  me  up  about  10  inches."  To 
U.  S.  Surgical,  and  now  Johnson  & 
Johnson,  that  difference  could  be 
worth  billions. 

By  Tim  Smart  in  Nonralk,  Conn. 
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Intimidation  and  bullying  come  at  te 
cost  of  creativity  and  innovative  thirl- 
ing, adds  Jay  Conger,  professor  of  or^.- 
nizational  behavior  at  McGill  Universi'. 
Motivation  "can  spurt  up  briefly  becaua 
of  the  fear,"  he  says.  "But  that  type  f 
motivation  tends  to  be  very  short-iivj 
because  it  is  fatiguing.  You  wipe  <  t 
creativity  and  fresh  approaches  and  c- 
ate  a  narrow  band  of  yes-people." 

Generally,  the  abuse  has  to  be  fair 
outrageous  for  a  suing  employee  to  w  . 
But  the  bounds   have  been  shiftii-, 
notes  Paul  H.  Tobias,  founder  of  t? 
National  Employment  Lawyers  Assn. 
decade  ago,  a  Kmart  Corp.  clerk  su. 
after  undergoing  a  strip  search  in  freJt 
of  a  customer  who  accused  her  of  th(^.. 
She  lost  the  suit.  By  1988,  standards  hi 
changed,  enabling  a  Bear,  Stearns  &  ( 
manager  to  win  a  suit  af'i 
being  forced  to  pack  up 
move  her  office  while  recup-'- 
ating  from  major  surgery. 

The  media  deserve  some  f 
the  blame  for  lionizing  niaco 
management,  as  do  busint; 
schools  that  hold  up  ha 
charging  executives  as  c- 
orful  examples  of  manages 
on  the  move.  B-school  proff 
sors  teach  that  "sometimes  is 
all  right  to  beat  up  on  pi'Dp 
be  a  martinet,  crack  the  \\  1 1 
and  be  a  hardass,"  complais 
James  O'Toole,  executive  i- 
rector  of  the  Leadership  Im- 
tute   at  the   University  f 
Southern  California. 
EASING  OFF.  But  some  comp- 
nies  are  starting  to  wise  up  9 
the  problem.  "Manageint  t 
has  become  sensitized  tn  ! 
problem  that  you  can't  n 
roughshod  on  the  work  f(iiv( 
says  Rhoda  M.  Powsner,  ch 
physician  for  Ford  Motor  ( 
General  Electric  Co.  Chairm 
John  F.  Welch  Jr.,  for  instance, 
nounced  the  drill-sergeant  mentality  ii 
March  letter  to  shareholders.  "We  c; 
not  afford  management  styles  that  si 
press  and  intimidate,"  he  declared. 

Managers  who  refuse  to  mend  th 
ways,  take  note:  Dee  Soder,  a  Manh 
tan  psychologist  to  senior  executiv 
has  been  contacted  by  newly  asserti 
outside  directors  to  evaluate  autocra 
CEOs.  "The  outside  board  members 
beginning  to  look  at  how  the  bosses 
treating  the  employees,"  especially  wh 
key  managers  flee  to  the  competiti( 
Soder  says.  How  frequently  will  outs 
directors  clamp  down  on  abuses?  Tha 
anyone's  guess.  But  if  they  don't  a 
juries  might.  And  the  price  tag  may 
higher  than  executives  ever  imagined 
Bi/  Elizabeth  Ledy  i>i  Washingt 
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GOOD-BYE, 
MR.  DITHERS 


Abusive  bosses  are  on  the  run,  thanks  to  employees'  suits 


ick  Wilson  spent  a  dozen  years 
climbing  the  chain  of  command 
at  a  Houston  subsidiary  of  paper- 
products  maker  Alco  Standard  Corp.  But 
when  a  new  boss  arrived  in  1981,  Wilson, 
by  this  time  second  in  command,  saw  his 
star  begin  to  fade.  After  refusing  for 
months  to  heed  hints  to  quit,  he  was 
transferred — at  full  salary — to 
a  janitor's  job,  pushing  a 
broom  in  the  warehouse  and 
mopping  the  employee  cafete- 
ria. Wilson  soon  suffered  a 
nervous  breakdown  and  left 
the  company.  "They  were  do- 
ing everything  they  could  to 
encourage  me  to  walk,"  he  re- 
calls. "I  went  bonkers." 

Eventually,  he  struck  back. 
Wilson  had  no  previous  psy- 
chological problems,  and  he  be- 
lieved his  boss's  brutal  man- 
agement tactics  led  to  his 
collapse.  So  did  a  jury.  Last 
year,  Wilson  won  $3.5  million 
in  damages,  most  of  it  for 
emotional  abuse.  A  spokesman 
for  the  subsidiary  declined  to 
comment,  and  Wilson's  boss, 
who  has  left  the  company, 
couldn't  be  reached. 

Experts  familiar  with  work- 
place disputes  say  neither  Wil- 
son nor  his  boss  is  unusual. 
Many  managers  these  days 
are  fearful  that  if  they  fire  a 
subordinate  outright,  they'll  be  sued  for 
discrimination  or  wrongful  termination. 
So  some  are  trying  to  force  employees 
out  by  adopting  psychological  torture 
techniques,  from  public  humiliation  and 
loss  of  perks  to  transfers  to  offices  in 
corporate  Siberia.  Such  tactics  are  "as 
common  as  rain,"  says  New  York  em- 
ployment attorney  Debra  L.  Raskin. 
FAMILY  AFFAIR.  Employers  that  do  this 
may  simply  be  switching  one  type  of 
lawsuit  for  another.  In  growing  num- 
bers, employees  are  accusing  bosses  of 
intentionally  inflicting  emotional  dis- 
tress— a  type  of  personal  injury  claim 
that  courts  in  29  states  have  upheld. 
Workers  are  winning  huge  judgments. 
Westvaco  Corp.  last  year  was  slapped 
with  a  $1.5  million  award  for  the  wife  of 
a  worker  who  had  been  taunted  and  de- 


moted because  of  a  disability.  She  said 
her  husband's  distress  had  rendered  him 
unemployable.  Westvaco's  appeal  was 
denied,  and  a  company  spokesman  de- 
clined to  comment. 

Lawsuits  aren't  the  only  danger  of  a 
bully  boss.  A  1990  Bureau  of  National 
Affairs  study  estiniated  that  one  in  four 


managers  abuse  employees  enough  that 
they  call  in  sick,  slow  down  productivity, 
or  change  jobs — at  an  annual  cost  to  the 
economy  of  up  to  $5  billion.  "There  is  no 
seminar  on  how  to  abuse  your  employ- 
ees, but  there's  a  pattern  out  there 
that's  frighteningly  consistent,"  says  C. 
Brady  Wilson,  a  psychologist  in  Scotts- 
dale,  Ariz.,  who  has  treated  hundreds  of 
abused  executives. 


Psychological  torture 
techniques  include  public 
humiliation,  loss  of  perks,  and 
transfers  to  corporate  Siberia 
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"ID  HAVE  TO  60 
30  YEARS  WrniOUT 


MISSING  A  PUTT 


let's  face  it,  on  most  days,  I'm  lucky 
to  go  three  holes  without  missing 
a  putt.  So  when  I  say  30  years, 
I  haven't  gone  off  the  deep  end. 
"I'm  just  making  a  point  about  the  unbelievably  high  quality 
standards  that  Motorola  Cellular  sets  for  itself. 

"The  fact  is,  they're  among  the  highest  in  the  world. 
"And  since  Motorola  cellular  phones  are  made  so  well,  it 
should  come  as  no  surprise  that  they're  the  world's  best  sellers,  de- 
livering the  kind  of  customer  satisfaction  nobody  else  can  match. 

"Motorola.  It's  an  American  com- 
pany setting  standards  of  quality 
the  whole  world  can  shoot  for. 

"Something  that  gets  a 
big  thumbs  up  from  me!' 


TO  HIT  THE 
QUALITY  SUNDARDS 
MOTOROU  SETS  FOR  ITS 
CELLULAR  PHOHES." 


M)  MOTOROLA 

Cellular  Telephones 


<&  and  Motorola  are  trademarks  of  Motorola,  Inc.  ©  1992  Motorola,  Inc.  1-800-331-6456 


Technology  that  can  take  it 


What  With  Drought, 
Grasshoppers  And  The  Cost 
Of  Lumber,  Social  Security  Is 
The  LeastOf  Their  Worries. 


These  days,  Kim  and  Bruce  Buder  of  Aladdin, 
Wyoming  are  far  too  busy  makmg  ends  meet  to  be 
thinking  about  retirement. 

Fortunately,  the  dedicated  people  at  Social  Security 
are  thinking  about  it.  And  they're  hard  at  work  getting 
ready  for  the  challenge  of  serving  a  population  that's 
growing  larger  and  living  longer — without  losing 
sight  of  today's  ever-pressing  needs. 

Social  Security  sees  itself  becoming  a  "paperless" 
agency.  By  working  with  advanced  technologies  such 
as  optical  scanning  and  artificial  intelligence,  they'll 
speed  up  their  information  collection  and  processing 
activities.  This,  in  turn,  will  allow  them  to  double  the 
12  million  transactions  they  handle  each  day,  even  as 
they  improve  upon  their  high  level  of  service. 

As  an  information  services  partner,  Martin 
Marietta  is  proud  to  be  helping  Social  Security  find 
better  and  more  efficient  ways  to  meet  the  needs  of 
future  generations. 

So  that  retirement  can  continue  to  be  the  least 
of  Kim's  and  Bruce's  worries. 


MA  Ft  Tim  MAFtiE-rrA 


6801  ROCKLEDCE  DRIVE,  BETHtSDA,  MARYLAND  2081  7 
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^J^iva  Zapata  is  not  Sumner  Reel- 
s' stone's  kind  of  place.  The  atmo- 
sphere  in  the  raucous  Key  West 
la.)  cantina  is  more  Jimmy  Buffett 
lan  Jimmy  Stewart.  Yet  when  MTV 
)sted  a  party  for  its  managers  there 
st  January,  the  69-year-old  owner  of 
TV  partied  with  the  best  of  them.  Staff- 
's marveled  as  the  normally  reserved 
edstone  downed  shots  of  tequila  and 
orked  the  crowd  like  a  practiced  pel. 
y  the  end  of  the  evening,  some  were 
lanting:  "Redstone  for  President!" 
Relax.  This  is  one  billionaire  who  isn't 
igling  for  the  White  House.  But  Sum- 
iv  M.  Redstone  is  in  hot  pursuit  of 
hat  may  be  an  even  more  elusive  goal: 
le  rapt  attention  of  the  world's  young 


I 


people.  Redstone  owns  76%'  of  MTV:  Mu- 
sic Television  and  its  parent,  Viacom  In- 
ternational Inc.  He  also  owns  Nickelode- 
on, which  has  become  the  top-rated 
children's  channel.  Together,  MTV  and 
Nickelodeon  give  this  Boston  movie-the- 
ater magnate  unrivaled  access  to  mil- 
lions of  TV  viewers  aged  2  to  24.  Nine 
months  before  his  70th  birthday,  Red- 
stone has  emerged  as  the  foremost  pur- 
veyor of  pop  culture  to  young  America. 

Now,  Redstone  is  taking  his  youthful 
message  around  the  world.  And  at  a 
time  when  every  media  mogul  wants  to 
go  global,  Redstone  is 
closer  to  that  goal  than 
many  of  his  better- 
known  counterparts.  In 
the  past  five  years, 
Viacom  has  expanded 
MTV  into  Europe,  Aus- 
tralia, Latin  America, 
and  Russia.  Last  fall, 
the  network  announced 
a  joint  venture  with  an 
Asian  satellite  compa- 
ny to  beam  MTV  into 
Hong  Kong,  China,  Ko- 
rea, and  Taiwan.  And 
in  December,  .MTV  goes 
back  on  the  air  in  Ja- 
pan, a  market  it  aban- 
doned last  year  be- 
cause it  couldn't  get 
enough  airtime. 

All  told,  MTV  is 
beaming  its  music  videos  into  210  million 
TV  households  in  71  countries.  True,  Ca- 
ble News  Network  is  available  in  more 
than  130  countries.  But  Ted  Turner's 
CNN  reaches  an  audience  of  fewer  than 
100  million  households.  And  while  CNN  is 
recording  annual  revenue  gains  of  16% 
to  18%,  MTV's  revenue  is  growing  at  an 
even  brisker  rate  of  18%o  to  22%.  "He's 
beating  the  pants  off  CNN  in  global  mar- 
kets," says  Porter  Bibb,  an  investment 
banker  who  brokers  media  deals  at  La- 
denburg,  Thalmann  &  Co. 
MR.  MULTIPLEX.  If  you've  never  heard  of 
Redstone,  don't  worry:  neither  have 
some  of  the  twentysomething  staffers 
who  bounce  off  the  walls  at  MTV's  New 
York  studios.  To  them,  as  to  many  in 
Corporate  America,  Redstone  is  just 
some  rich  old  guy  who  bought  MTV's 
parent  company  five  years  ago  in  a 
messy  takeover  battle.  In  truth,  Red- 
stone's metamorphosis  from  obscure 
Massachusetts-based  theater  owner  to 
bona  fide  media  mogul  is  an  improbable 
tale,  even  by  the  baroque  standards  of 
the  entertainment  business. 

It  starts  with  a  canny  New  Englander 
who  concluded  in  the  mid-1980s  that  ca- 
ble TV  had  replaced  movie  theaters  as 
the  wave  of  the  future.  The  kinetic  im- 
agery of  MTV  rock  videos  was  fast  be- 
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coming  the  cultural  touchstone  for 
young  people  that  movies  had  been  for 
his  generation.  Redstone,  who  prides 
himself  on  being  one  step  ahead  of  the 
curve,  resolved  to  buy  the  company  that 
created  those  images. 

He  did  know  a  thing  or  two  about 
popular  culture.  After  all,  Redstone  is 
credited  with  pioneering  the  multiplex — 
those  huge  suburban  palaces  that  offer 
moviegoers  a  dozen  or  so  cinemas.  But 
that  scarcely  prepared  him  to  run  a  debt- 
laden  media  conglomerate,  let  alone  one 
as  complicated  as  Viacom.  In  addition  to 
MTV  and  Nickelodeon, 
the  company  owns  VH- 
1,  a  music- video  chan- 
nel for  baby  boomers; 
the  Showtime  pay-ca- 
ble network;  a  produc- 
tion and  syndication 
business;  several  cable 
systems;  and  some  ra- 
dio and  TV  stations. 

Even  some  of  his 
supporters  wondered 
whether  Redstone  was 
making  a  costly  blun- 
der. Herbert  A.  Allen, 
a  confidant  whose  in- 
vestment firm  advised 
on  the  leveraged  take- 
over, says:  "Many  peo- 
ple didn't  think  Viacom 
was  a  good  investment 
and  wondered  why 
Sumner  was  risking  his  fortune  on 
it.  But  he  has  exceeded  everyone's 
expectations." 

Using  MTV  as  an  engine,  Redstone  has 
turned  Viacom  into  a  coherent  and  dy- 
namic media  machine — one  that  he  fig- 
ures is  poised  to  take  the  world  by 
storm.  If  viewers  around  the  globe  can 
watch  a  Gun  N'  Roses  video  on  MTV, 
why  not  introduce  them  to  The  Ren  & 
Stimpy  S/wwl  In  case  you  don't  know, 
Ren  and  Stimpy  are  an  animated  hyper- 
thyroid  Chihuahua  and  a  moronic  cat  in 
a  new  cartoon  on  Nickelodeon.  Among 
their  antics,  Stimpy  regularly  spits  up 
hairballs.  So,  of  course,  the  show  is  one 
of  the  hottest  things  on  TV. 

Redstone  plans  to  expand  Nickelodeon 
into  Europe  on  the  heels  of  MTV,  which 
already  boasts  39  million  viewers  there. 
Will  Europeans  respond  to  hairballs  the 
way  they  respond  to  music  videos?  "Just 
as  teenagers  are  the  same  all  over  the 
world,  children  are  the  same  all  over  the 
world,"  declares  Redstone. 

Coming  from  someone  else,  such  a 
statement  might  sound  naive.  But  Red- 
stone's troops  say  this  devoted  grandfa- 
ther really  does  understand  what  excites 
young  people.  They  point  to  his  perfor- 
mance at  the  Key  West  party  as  a  case 
in  point:  "He  won  over  a  lot  of  people 
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who  might  nornialh'  be  suspicious  of 
high  corporate  authority,"  says  Thomas 
E.  Freston,  chairman  of  MTV  Networks. 

Redstone  also  surrounds  himself  with 
managers  who  are  just  as  well-attuned. 
After  taking  over  Viacom,  he  kept  oper- 
ating e.xecs  such  as  Freston  and  Nickel- 
odeon President  Geraldine  Laybourne  on 
board.  And  in  a  coup,  he  lured  Frank  J. 
Biondi  Jr.  to  be  Viacom's  CEO. 

Colleagues  and  rivals  describe  the  47- 
year-old  Biondi  as  one  of  the  industry's 
savviest  players.  He  ran  Coca-Cola  Co.'s 
television  business,  held  a 
top  job  at  Columbia  Pic- 
tures, and  even  headed 
archrival  Home  Box  Of- 
fice Inc.  Redstone  won 
Biondi  with  a  munificent 
compensation  package. 
The  1987  contract  stipu- 
lates that  Biondi  will  earn 
a  minimum  of  $15  million 
on  top  of  his  $1.7  million 
annual  salary  if  Viacom's 
stock  reaches  an  undis- 
closed price. 

LATITUDE.  What's  more, 
Redstone  pledged  not  to 
interfere  with  him.  Biondi 
says  MTV's  extraordinary 
growth  has  led  Redstone 
to  get  more  deeply  in- 
volved in  the  past  year, 
but  the  boss  still  gives 
him  plenty  of  latitude: 
"Unlike  any  other  chair- 
man I've  worked  for,  he's 
enormously  deferential." 

Under  Redstone  and 
Biondi,  MTV  and  Nickelode- 
on now  virtually  define 
what  is  hip  for  young  peo- 
ple. Critics  may  carp  that 
they  fuzz  the  line  between 
entertainment  and  crass 
commercialism.  But  no- 
body denies  that  they  wield  profound 
influence.  Just  look  at  MTV's  coverage  of 
the  Presidential  race  (page  62).  Soon  af- 
ter the  network  began  covering  the  1992 
campaign  for  its  young  viewers,  it 
bagged  Democratic  candidate  Bill  Clin- 
ton for  a  question-and-answer  session 
with  an  audience  of  18-  to  24-year-olds. 

Redstone's  keen  nose  for  that  market 
is  starting  to  pay  financial  dividends.  In 
the  first  quarter  of  1992,  Viacom  posted 
its  first  positive  net  earnings  since  the 
acquisition:  $7  million  on  revenues  of 
$430  million.  For  the  first  six  months  of 
1992,  operating  income  (earnings  before 
depreciation  and  amortization  of  debt) 
rose  87',  to  $250  million,  on  revenues  of 
$882  million.  As  Nickelodeon  follows 
MTV  around  the  world,  that  growth 
should  accelerate.  Mary  L.  Kukowski,  a 
television  analyst  at  First  Boston  Corp., 


figures  Viacom's  operating  income  will 
jump  at  an  annual  rate  of  over  167  from 
1993  through  1996. 

Redstone  refers  to  the  cable  networks 
as  Viacom's  crown  jewels.  For  one  thing, 
they  kick  in  half  of  the  company's  reve- 
nue and  profits  (table).  What's  more, 
their  operating  income  jumped  187  in 
the  first  half  of  1992.  MTV  and  Nickelode- 
on earn  revenue  from  both  subscribers 
and  advertisers.  As  the  U.  S.  cable  indus- 
try matures,  their  growth  in  subscribers 
is  modest.  But  both  networks  enjoyed 
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FRANK  J.  BIONDI  JR. 

Chief  Executive  Officer, 
Viacom  International  Inc. 

'  '  Unlike  any  other  chairman 
I've  worked  for,  he's 
enormously  deferential  " 

double-digit  gains  in  ad  revenue  in  1991 
despite  the  media  recession. 

Redstone's  other  businesses  aren't 
nearly  so  dependable.  Profits  in  Via- 
com's entertainment  division  have  been 
battered  as  the  TV  syndication  market 
dries  up.  Redstone  had  a  great  run  after 
Viacom  syndicated  The  Cosby  Slioiv  for 
a  record  $600  million  in  1988.  But  that 
cash  will  tail  off  by  the  middle  of  1993. 
And  Viacom  wasn't  able  to  command 
similar  prices  for  Rosea  a  ne,  which  it  is 


syndicating  this  year.  Meanwhile,  the  i- 
dio  and  TV  stations  have  been  strugglir 
with  the  advertising  drought. 

Beyond  these  weak  spots,  some  rivfi 
snipe  that  Redstone  is  still  a  mere  squi; 
among  media  barons  such  as  Turner  • 
Rupert  Murdoch.  After  all,  he  didn't  cr- 
ate Viacom — he  acquired  it  in  a  takeov 
battle.  And  though  he  clearly  wants  i 
compete  with  global  conglomerates  su  i 
as  "Time  Warner  Inc.  and  News  Cor], 
Viacom  has  neither  the  size  nor  t  - 
range  of  assets.  "This  isn't  an  instituti<; 

like  Time  Warner,"  sa 
Michael  Fuchs,  chairm; 
of  Time  Warner's  Hli 
which  competes  wi 
Showtime.  "This  compar 
is  one  man." 

ON  THE  PROWL.  So  the  ll'' 

dia  world  is  eagerly  awa- 
ing  Redstone's  next  mo\ 
Several  big  Viacom  invt 
tors  say  he's  on  the  pro'i 
for  an  entertainment  coi 
pany  with  a  studio.  A  st- 
dio  would  round  out 
com's  portfolio  by  suppl- 
ing feature  films  and  " 
shows  for  its  distributio 
channels.  Investors  say  1; 
has  discussed  mergir 
Viacom  with  Paramou 
Communications  or  Mats 
shita's  MCA  subsidiar 
But  sources  say  the  tal 
fizzled  over  issues  of  go 
ernance:  Redstone  says  1 
would  want  control  of  ai 
merged  company.  As  loi 
as  he  insists  on  that,  an 
lysts  say,  Redstone  w 
have  trouble  pulling  o 
a  deal. 

But  Redstone  has  mai 
a  sport  of  confounding  tl 
skeptics.  On  Aug.  20,  f 
example,  Viacom  settled  on  highly  favc 
able  terms  an  antitrust  lawsuit  Redstoi 
filed  against  Time  Warner  in  1989.  Tl 
$2.4  billion  suit  charged  that  Tin 
Warner  discriminated  against  Viacon' 
Showtime  pay  channel  by  not  carrying 
on  its  cable  systems  to  protect  its  Hoti 
Box  Office  unit.  Insiders  say  Redstoifc 
pursued  the  case  against  the  advice  i 
his  deputies  and  rival  cable  execs,  wlj 
worried  that  he  was  airing  the  industrjj 
dirty  laundry  just  as  Congress  was  co|f 
sidering  reregulating  the  business.  | 
But  Redstone,  who  was  once  a  lawy 
in  the  U.  S.  Justice  Dept.,  forged  ahea 
And  after  three  years  of  wrangling,  Vi 
com  got  Time  Warner  to  pay  $75  millio 
It  also  agreed  to  enter  into  a  joint  m£ 
keting  campaign  that  will  make  She 
time  more  competitive  with  HBO.  Peop 
familiar  with  the  settlement  say  it  w 
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lA^entually  be  worth  hundreds 
;f  milHons.  And  what  about 
.edstone's  colleagues  in  the  ca- 
le  industry?  "It's  not  my  mis- 
on  to  be  popular,"  he  snaps. 
Few  would  dispute  that: 
riends  and  rivals  say  Red- 
;one  has  always  been  a  fero- 
ous  competitor.  A.  Alan  Fried- 
erg,    chairman    of  Loews 
heatre  Management  Corp.,  re- 
ills  that  Redstone  used  to 
iione  the  heads  of  studios  at 
3ine  late  at  night  if  he 
eard  they  were 
lanning  to 
ive  a  hot  new 
.ovie  to  a  rival 
lain.  "If  one  call 
idn't   work,  he 
ade    30,"  says 
riedberg.  "It's  not 
>st  a  business  for 
m.  It's  a  crusade." 
That  tenacity  was 
camatically  under- 
'.ored  in  1979  when  a 
re  swept  through  Redstone's 
)om  in  a  Boston  hotel.  He  sur- 
ved  the  blaze  by  hanging 
■cm  the  third-floor  windowsi 
/  his  fingertips  until  he  was 
!scued.  Although  he  was  se- 
jrely  burned  over  much  of  his 
)dy,  Redstone  has  recovered 
)  well  that  he  plays  ten- 
s  and  runs  each 
orning    on  a 
eadmill. 

Redstone  says 
i  owes  his  drive 
1  his  father,  Mi- 
lael,  whose  par- 
its  emigrated  to 
ioston  from  Germa- 
f.  Starting  out  as  a 
moleum  salesman, 
ichael  Redstone 
orked  his  way  up  to 
vning  nightclubs  and 
ter  opened  one  of  the 
I  rst  drive-in  theaters  in  the 
.  S.  Young  Redstone  graduat- 
1  from  Harvard  University  in 
A  years  and  was  chosen  for 
1  elite  intelligence  team  that 
"oke  Japanese  military  codes 
aring  World  War  II. 
From  there,  it  was  on  to  Harvard  Law 
:hool  and  his  stint  in  the  Justice  Dept. 
fter  a  few  years,  Redstone  returned  to 
jlp  younger  brother  Edward  run  his 
ither's  theaters  in  1954.  That  arrange- 
ent  ended  in  the  early  1970s  when 
imner  and  Edward  clashed,  people 
ose  to  the  family  say,  and  Edward  left 
le  company.  Neither  brother  will  dis- 
iss  the  dispute,  which  sources  say  left 
dward  bitter  for  years  afterward. 
Meanwhile,  Redstone  was  building  the 


-INCLUDES  THE  MOVIE  CHAKNEl 
"INCLUDES  SYNDICATION,  1V  PRODUGION,  AND  LIBRARr 


CABLE  SYSTEMS* 

$378  $170 

BROADCASTING** 

$159  $54 

*14  SYSTEMS  INCLUDING  SAN  FRANCISCO  AND  MILWAUKEE 
"5  TV  STATIONS  AND  14  RADIO  STATIONS 


TOTALS 

Revenue:  $1 .7  billion 
Income:  $508  nnillion 


DATA:  COMPANY  REPORTS 


National  Amusements 
Inc.  chain  into  a  behemoth. 
Based  in  Dedham,  Mass.,  it  now  has 
750  screens  and  $250  million  in  revenues. 
Unlike  many  theater  owners,  who  lease 
the  property  they  build  on,  Redstone 
owns  the  land  under  his  theaters.  That 
real  estate  forms  the  basis  of  his  person- 
al fortune,  which  is  worth  well  over  $3 
billion  (table,  page  57).  Although  Red- 
stone turned  over  management  of  the 
chain  to  his  son-in-law,  Ira  A.  Korff,  af- 


ter he  took  over  Via- 
com, he  still  exerts 
tight  control,  even  or- 
dering films  switched 
IVom  screen  to  screen. 

Occasionally,  his  zeal 
for  competition  has  land- 
ed Redstone  in  trouble. 
Last  year,  police  in  Roch- 
ester, N.  Y.,  arrested  two 
private   investigators  for 
breaking  into  the  office  of  a 
lawyer  who  opposed  a  theater 
Redstone  was  trying  to  build. 
He  admits  his  chain  hired  the 
detectives  but  says  he  was  un- 
aware of  the  decision.  Although 
Redstone  deplores  the  break- 
in,  he  adds  that  he  has  no 
cjualms  about  using 
detectives. 

For  the  most 
part,  however, 
Redstone  has 
avoided  publicity 
by  following  a 
lifestyle  of  arche- 
typal Yankee  fru- 
gality. He  still 
lives  in  the  mod- 
est three-bedroom 
house  he  bought  in 
Newton,  Mass.,  in  the 
1950s.  In  New  York 
City,  where  he  spends  four 
days  a  week,  Redstone  walks 
from  his  suite  in  the  Hotel  Car- 
lyle  to  work  at  Viacom's  Times 
Square  headcpiarters. 
JUST  PLAYING.  Indeed,  Red- 
stone was  a  virtual  unknown 
on  Wall  Street  until  the  early 
1980s,  when  he  began 
trading  stock  in 
Hollywood  stu- 
dios. In  short  or- 
der, Redstone  made 
millions  by  buying 
and  selling  stakes  in 
Twentieth  Century- 
Fox  Film,  Columbia 
Pictures  Entertain- 
ment, MGM/UA  Enter- 
tainment, and  Orion 
Pictures.  At  first,  says 
Redstone,  Viacom  was 
simply  another  play.  But 
as  he  delved  deeper,  he 
began  to  view  cable  tele- 
vision's growth  as  the  flip 
side  of  the  maturing  the- 
ater business. 
Now,  after  only  five  years,  Redstone 
and  Viacom  have  grown  so  intertwined 
that  many  wonder  what  will  happen  to 
the  company  after  he  is  gone.  He  hasn't 
groomed  an  heir,  though  both  Red- 
stone's son  Brent  and  son-in-law  Korff 
serve  on  the  board.  Some  observers  pre- 
dict that  Viacom  will  be  carved  up  and 
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STILLS  fROM 
THE  SUMNER  REDSTONE  STORY 

^  REDSTONE  GRADUATED  FROM  HARVARD 
'  •  IN  1944  AFTER  JUST  2Vz  YEARS.  HE 


ACCELERATED  SO  HE  COULD  SERVE  IN  ARMY 
INTELLIGENCE  DURING  WORLD  V^AR  II 


► FIRST  LIEUTENANT 
REDSTONE  RECEIVED 
THREE  COMMENDATIONS 
FOR  HIS  SERVICE  AS  A 
MILITARY  CODE-BREAKER 


^  THIS  VALLEY  STREAM 

(N.Y.)  DRIVE-IN 
THEATER  V/AS  ONE  OF 
THE  FIRST  OWNED  BY  '■ 
REDSTONE'S  FATHER  y- 

GIVING  AN  AWARD 
^  TO  JUUE  ANDREWS 
IN  1965  AS  CHAIR  OF  THE 
NATIONAL  ASSOCIATION 
OF  THEATRE  OWNERS 


sold  off  after  his  death.  Not  so,  sa>' 
Redstone,  who  insists  he  wants  to  leav 
it  to  his  family.  To  doubters,  he  poini 
out  that  many  also  predicted  he  couldn 
handle  the  $3.2  billion  acquisition.  Rei 
stone  put  up  $500  million  of  his  ow 
equity  to  buy  Viacom  and  borrowed  il 
rest  against  its  assets. 

Through  shrewd  financial  enginee 
ing,  though,  Redstone  has  cleaned 
Viacom's  balance  sheet.  For  the  mo 
part,  he  swapped  high-cost  debt 
cheaper  debt,  reducing  interest  pa 
ments  from  $297  million  in  1991  to 
projected  $215  million  this  year.  Tot 
debt  still  hovers  near  $2.5  billion,  bi 
both  Viacom  and  its  bankers  say  that 
manageable,  with  cash  flow  covering  i 
terest  payments  2.3  times  over. 

SOMETHING  FOR  EVERYONE.  With  the  d 

leveraging  basically  behind  him.  Re 
stone  can  focus  on  the  future.  At  horn 
he  is  poring  over  schemes  to  carve  M' 
and  Nickelodeon  into  three  channe 
apiece  that  will  cater  to  slices  of  the 
current  audiences.  MTV  may  offer  cha 
nels  for  rap-music  aficionados  an 
heavy-metal  headbangers,  for  exampl 
while  Nick  may  have  one  for  childre 
and  one  for  teenagers.  Overseas,  he 
trying  to  consolidate  MTV's  growth  an 
lay  the  groundwork  for  Nickelodeo: 
Last  year,  Viacom  bought  the  50% 
MTV  Europe  it  didn't  own  from  the  lat 
press  lord  Robert  Maxwell. 

To  bring  Nick  into  Europe,  Redstor 
is  proposing  partnerships  with  Europea 
media  companies.  Although  he  won 
give  details,  other  Viacom  execs  sa 
some  deals  will  be  announced  this  fa' 
The  network  already  co-produces  one  ( 
its  cartoons,  Doug,  with  France's  Can; 
Plus,  and  it  plans  to  produce  origin; 
programming  in  various  languages  f( 
several  of  the  markets  it  enters. 

Most  visibly,  Redstone  is  spendin 
heavily  to  produce  more  of  the  irreve 
ent  programming  that  gives  MTV  an 
Nickelodeon  their  distinctive  image.  H 
poured  $40  million  into  four  new  anima 
ed  shows  for  Nick.  Among  the  ne 
work's  other  offerings  is  Clarissa  Et 
plains  It  All,  a  sitcom  about  the  joj 
and  traumas  of  being  a  13-year-old  gi: 
In  the  evening,  Nickelodeon  becom 
Nick  at  Nite,  which  recycles  vintage  ' 
shows  such  as  Get  Smart  and  Mr.  Eo 

Nickelodeon  gets  special  attentio 
from  Redstone  because  his  five  gran 
children  are  loyal  viewers.  "If  I  try  1 
have  a  conversation  with  my  grani 
daughter  while  Clarissa  is  on,  forg( 
it,"  he  laughs.  Nick  now  gets  a  high« 
weekly  share  of  viewers  age  4  to  11  thai 
the  four  major  networks  combined.  It 
enormous  success  has  attracted  new  r 
vals:  Turner  Broadcasting  Systems  In^ 
is  rolling  out  a  new  cartoon  networ 
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needs  best? 


using  characters  such  as  The  Flint- 
stones  from  the  Hanna-Barbera  library. 

Redstone  believes  he  will  stay  a  step 
ahead  of  Turner  and  other  competitors 
because  of  the  freshness  of  his  troops. 
Indeed,  the  average  age  of  employees  at 
MTV  and  Nickelodeon  is  27.  And  visiting 
MTV's  cheerfully  disorganized  offices  is 
like  stepping  onto  a  college  campus. 
Staffers  say  the  networks  have  become 
a  tad  more  bureaucratic  in  the  Redstone 
era.  But  a  fundamental  irreverence  and 
freewheeling  spirit  remains. 

That's  goo(!,  because  Redstone  is 


counting  on  MTV  and  Nickelodeon  to  pro- 
vide the  creative  ferment  for  the  rest  of 
his  youth  media  empire.  He  wants  them 
to  produce  more  new  shows.  And  he  is 
relying  on  them  to  produce  double-digit 
earnings  gains  to  fuel  Viacom's  ambi- 
tious global  expansion. 
VOTER  DRIVE.  Meantime,  Redstone  is 
reveling  in  his  role  as  a  panjandrum  of 
pop  culture.  He  notes  proudly  that  Bill 
Clinton  chose  MTV  as  the  platform  to 
introduce  himself  to  young  America. 
And  he's  quick  to  rebut  critics  who 
charge  that  MTV  and  Nick  feed  them  a 


steady  diet  of  commercialism:  M'l  \ .  e 
points  out,  is  airing  a  campaign  to  bojt 
voter  registration  among  young  peoil 

But  make  no  mistake:  The  MTV  tyccjn 
knows  more  about  his  network's  bott  n 
line  than  its  top  performer.  In  fact,  e 
only  time  Redstone  stumbles  is  wl  \ 
asked:  Who  does  he  watch  on  mt! 
Pausing  just  a  beat,  Redstone  conce(  b 
he'd  really  rather  listen  to  the  Gk  j 
Miller  Band.  Well,  at  least  he  knoth 
which  one's  Ren  and  which  one's  Stim 

By  Mark  Landler  in  New  York, 
Geoffrey  Smith  in  Dedham,  Mass. 


NOW  ON  MTV:  MADONNA,  NIRVANA— AND  NEWT  GINGRICH 


emo  to  the  boys  on  the  bus: 
i  Make  room  for  a  different 
kind  of  political  reporter.  Her 
name  is  Tabitha  Soren,  and  she  covers 
the  1992  Presidential  race  for  MTV.  At 
the  tender  age  of  25,  Soren  has  already 
become  a  force  in  election  coverage. 
During  the  Democratic  and  GOP  con- 
ventions, she  snagged  interviews  with 
heavyweights  such  as  Senator  Bill 
Bradley  (D-N.J.)  and  Representative 
Newt  Gingrich  (R- 
Ga.),  who  normally  re- 
serve their  wisdom 
for  the  Big  Three  net- 
works. "Young  people 
are  the  key  to  the  fu- 
ture," explains  Brad- 
ley. "MTV  is  the  way 
to  reach  them." 

Has  MTV  become  a 
sort  of  Cable  News 
Network  for  the  Nin- 
tendo generation?  Not 
really.  The  network 
still  devotes  85'/!  of  its 
airtime  to  videos  and 
other  music-related 
programs.  But  its 
election  coverage 
shows  that  MTV  is 
bent  on  becoming 
more  of  a  full-service 
network  for  young 
people.  In  addition  to 
news,  MTV  now  offers 
everything  from  game 
shows  to  The  Real  World,  a  documen- 
tary that  records  the  antics  of  seven 
young  people  who  holed  up  for  several 
weeks  together  in  a  New  York  City 
loft.  "We're  not  just  about  music," 
says  MTV  Networks  Chairman  Thomas 
E.  Freston.  "We're  about  all  the  issues 
associated  with  pop  culture." 

Most  people  probably  wouldn't  con- 
sider the  election  pop  culture.  But 
then,  MTV  doesn't  exactly  cover  it  like 


the  MacNcil/Lehrer  NewsHour.  To  of- 
fer commentary  at  the  Democratic  con- 
vention, for  example,  the  network  re- 
cruited Dave  Mustaine,  lead  singer  of 
the  heavy-metal  band  Megadeth.  Fres- 
ton says  MTV's  coverage,  called  Choose 
or  Lose,  is  designed  to  draw  18-  to  24- 
year-olds  back  into  politics.  "They're 
just  as  disenchanted  as  anybody  else 
by  sound-bite  politicians,"  he  says. 
There's  more  than  civic  virtue  at 


work  hure:  .MTV  thinks  a  weightier  im- 
age will  attract  sponsors  that  have 
shunned  it  in  the  past.  Indeed,  the  net- 
work recently  signed  up  Ford  Motor 
Co.  and  American  Telephone  &  Tele- 
graph Co.  as  new  advertisers.  Ford 
sponsored  a  90-minute  special  in  which 
Democratic  candidate  Bill  Clinton  field- 
ed questions  from  200  young  voters. 
MTV  says  its  first  airing  of  the  program 
attracted  780,000  TV  households— that's 


more  than  double  its  average  audienc 
Still,  some  observers  are  skeptic 
that  MTV  can  hope  to  become  mu( 
more  than  a  dressed-up  video  chanm 
The  Real  World  and  other  shows  ha\ 
drawn  decent  audiences,  but  the  ne 
work's  overall  Nielsen  ratings  haven 
budged  for  several  years.  Betsy  Fran 
director  of  TV  information  and  new  m 
dia  at  Saatchi  &  Saatchi  Advertisini 
sees  MTV's  Choose  or  Lose  campaig 
mostly  as  an  ima^ 
builder  for  a  networ 
that  periodically  o 
fends  its  viewers  wit 
the  messages  in 
music  videos. 
CLOUT.  Other  Ml 
watchers  point  oi 
that  the  networ 
changes  its  image  c 
most  as  often 
its  performers.  "W 
made  a  conscious  de( 
sion  not  to  grow  o 
with  our  audience, 
says  one  of  MTV 
founders,  Robert  V 
Pittman,  now  a  Tin 
Warner  Inc.  execi 
tive.  "So  we  deci( 
ed  to  change  f( 
change's  sake." 

About  the  on] 
thing  that  has  nc 
changed  is  MTV 
enormous  clout  in  tl 
recording  industry.  For  example,  i\ 
network's  airing  of  a  music  video  t 
Seattle  rock  band  Nirvana  helped  re 
up  sales  of  its  first  major-label  albu 
to  5  million  copies,  says  Nirvana's  C' 
manager,  Danny  Goldberg.  That  mac 
it  the  hottest  new  act  of  1992.  MT 
would  live  up  to  its  grandest  ambitior 
if  it  had  even  a  fraction  of  that  infli 
ence  on  Bill  Clinton's  fortunes. 

By  Mark  Layidler  in  New  Yo) 
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UNUM. 
That's  who. 


UNUM.  You're  covered  by  the  nation's 
leading  disability  insurer. 

UNUM.  You  benefit  fi-om  unequalled  risk 
management  and  rehabilitation  capabiHties. 

UNUM.  Meeting  your  benefit  needs  with 
disabiHty  plans,  specialty  employee  benefits, 
retirement  and  long  term  care  plans. 


You  can  count  on  what  we  know. 

UNUM  Life  Insurance  Company  of  America,  Portland,  Maine  04122 
(All  states  except  New  Yorlc) 

First  UNUM  Life  Insurance  Company,  Tarry  town,  New  York  10591 

(New  York  state  only) 

©  1992  UNUM  Corporation 


1-800-634-8026 
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RETAILING  I 


DECK  THE 
SHELVES  WITH 
BARGAIHS  OHLY 


Christmas  1992  already  looks  like 
a  blah  season  for  retailers 


As  a  sculptor  in  Sausalito,  Calif., 
Suzanne  Simpson,  51,  has  done 
pretty  well  for  herself.  So  has 
her  husband,  a  certified  public  accoun- 
tant. So  why  is  Simpson  planning  to  cut 
back  by  257<  the  number  of  Christmas 
presents  she'll  give  this  year?  Well, 
sculptors  are  practical,  too.  "We're  very 
concerned  about  the  economy,"  she  says. 
"We  haven't  suffered,  but  we  feel  we 
have  to  be  very,  very  alert." 

The  Simpsons  represent  a  big  problem 
for  U.  S.  retailers  who  depend  on  the 
end-of-the-year  holidays  for  as  much  as 
407'   of  their  profits,  it 
Now,  with  Labor  Day 
over  and  no  economic  up- 
turn  in  the  cards,  retailers 
are  scrambling  as  never  be-  : 
fore  for  a  mix  of  goods, 
prices,  and  promotions  that 
will  help  their  bottom  lines. 
Many  believe  they  at  least 
have  a  realistic  fix  on  the 
consumer.  In  the  words  of 
Kurt  Barnard,  president  of 
Barnard's  Retail  Consulting 
Group  in  New  York,  what 
they  see  is  "an  astounding 
portrait  of  a  shopper  with 
Neiman-Marcus  tastes  and  a 
Kmart  budget." 
THE  PRICE  IS  RIGHT.  How  do 

you  get  these  frugal  yet  de- 
manding consumers  into  the 
store?   Not  with  big-ticket 
items:  Moderate  prices  and 
small  indulgences  are  more 
like  it.  At  Dayton-Hudson 
Corp.,   watch   and  jewelry  i 
buyer  Sue  Toffanetti  is  | 
stocking  up  on  oversize,  i 
sporty  watches  by  Swatch,  ^ 
Fossil,  and  Guess  that  data:  sw,  various  retailers 

will  sell  for  $40  to  $120  at  W 
the  Dayton's,  Hudson's  and  Marshall 
Field's  chains.  Executives  at  Frederick 
Atkins  Inc.,  a  buying  association  for  30 
regional  department-store  chains,  includ- 
ing Dillard's,  see  moderately  priced,  $100 
leather  jackets  doing  well.  As  for  small 
indulgences,  Bloomingdale's  is  installing 
a  custom-made  chocolate  counter  and 
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CHECKING 
SANTA'S  LIST 

Retailers'  picks  for  hot 
Christmas  items 
APPAREL  AND  ACCESSORIES 

DENIM  JEANS  Way-out 
colors  are  de  rigueur 
LEATHER  Jackets,  that  is, 
at  $100  or  so 
WATCHES  From  Swatch, 
Guess,  and  Fossil 


MARSHALL  FIELD'S:  TIME  FOR  DOWNSCALING 


FOOD  AND 
HOUSEHOLD  ITEMS__ 

CHOCOLATES  Hand-dipped 
;  SERVING  PLATTERS 

'  For  big  family  meals 

i  TOYS  

VIDEOTAPES  Disney's 
Beauty  and  the  Beast 
DOLLS  Totally  Hair  Barbie. 
Trolls,  too 
SPORTS  EQUIPMENT 
Rollerblades  are  big 


"trying  to  create  a  fantasy  land  of  gift- 


giving,"  with  new  gift 
wrap  and  prewrapped  box- 
es, says  Bloomingdale  CEO 
Michael  Gould. 

Another  button  to  press 
is  the  yearning  to  stay 
home  instead  of  traveling 
or  dining  out.  According- 
ly, Patrick  Connolly,  se- 
nior vice-president  for 
mail  order  at  Williams- 
Sonoma    Inc.,    has  in- 
creased purchases  for 
platters    and  serving 
pieces   for  big  get-to- 
gethers such  as  Thanks- 
giving. "There's  a  hunger 
out  there  for  shared  ritu- 
als," he  says.  CEO  Clark  A. 
Johnson  of  Pier  1  Imports 
Inc.  has  ordered  merchan- 
dise for  budget-conscious 
homebodies  with  taste: 
marble  and  brass  pic- 
ture frames  and  bookends,  and  coffee 
stored  in  decorative  jars. 

One  thing  the  new  consumer  doesn't 
stint  on  is  the  kids'  Christmas.  Kmart's 
toy  buyers  are  betting  that  Walt  Dis- 
ney's video  of  Beauty  and  the  Beast, 
due  out  Oct.  31,  and  Nintendo's  Street 
Fighter  II  will  be  big  hits.  Kmart  also 
has  high  hopes  for  toys  that  try  to  imi- 


tate real  life,  such 
fire  trucks  that 
nounce     "clear  tj 
road,"     the  Tur 
Screamer  football  t\\ 
mimics  the  roar  ofk 
packed  football  stai- 
um,  a  Totally  Hair  B 
bie  with  extra  hair 
groom,  and  a  My  Po 
Baby  doll  that  does  t 
obvious. 

MIX  AND  MATCH.  Reti 

ers  hope  women  will 
dulge  themselves  in  o 
area:  a  change  of  st; 
from  the  miniskirts 
the  late  '80s  to  tig 
midcalf  skirts  and  '7' 
style  platform  sho( 
Even  here,  though,  t 
consensus  emerging 
that  women  will  c: 
tiously  experiment  w 
the  new  look,  but  wo 
replace  their  ent 
wardrobes  as  they  m 
have  in  the  past.  I 
one  thing,  hips  have 
be  youthfully  slim  fo 
woman  to  look  good 
the  new  skirts — a  ch 
lenge  for  the  for 
something  crowd.  A 
because  these  skirts  and  shoes  are  di: 
cult  to  walk  in,  they  won't  be  worn  ee 
ly  by  women  who  commute  to  work 
Frugality  counts  now  in  fashion. 
Hans  Guild  Co.,  a  natural-fiber  clothi 
store  in  Cincinnati,  owner  Greta  Ma: 
nez  sees  her  shoppers  buying  a  casi 
skirt  and  blouse  to  go  with  a  blazer  th 
already  own,  then  calling  it  a  suit, 
stead  of  buying  a  whole  new  set 
clothes.  Last  year,  her  Christmas  sa^ 
were  flat.  This  year,  "Things  are  k 
ging  far  behind.  We  normally  ore 
about  107  more  for  Christmas,  but  tl 
year  we'll  probably  not  add  on." 

As  they  lay  in  the  toys,  the  skirts,  t 
watches,  and  the  knickknacks,  retaik 
also  know  they  need  a  boost  from 
economy.  There  has  been  some  go 


some 

news  for  the  nation's  stores.  Chain-st( 
sales  rose  4.37  in  August,  a  marked  i 
provement  over  the  2.47  increase  of  / 
gust,  1991.  Consumer  spending,  thou 
sluggish,  has  been  growing  about  '2 
slightly  faster  than  the  gross  natioi 
product.  Though  not  a  huge  gain,  tha 
a  lot  better  than  1991,  when  consun 
spending  fell  0.67   and  GNP  dropi 
1.27  .  These  trends  have  led  veteran 
tail  analyst  Edward  F.  Johnson  of  Jo 
son  Redbook  Service  to  predict  a  healt| 
Christmas,  despite  the  naysayings 
many  other  economists.   "They  ha| 
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been  pessimistic  for  too  long,"  he  says. 

But  the  good  news  hasn't  been  good 
enough  for  many  small  retailers.  Accord- 
ing to  Dun  &  Bradstreet  Corp.,  the  num- 
ber of  retail  failures  and  bankruptcies 
rose  17%,  to  9,952,  in  the  first  half  of 
1992.  And  data  revealing  a  loss  of  97,000 
well-paid  manufacturing  jobs  could  give 
consumers  another  sign  to  go  slow.  Ex- 
pecting the  same  stream  of  murky  eco- 
nomic news,  David  A.  Wyss,  research 
director  at  DRi/McGraw-Hill,  expects  a 
5%  increase  in  overall  holiday  retail 
sales — about  27",  adjusted  for  inflation. 
"That's  not  great,"  he  says.  "But  since 
last  year's  growth  was  negative,  it's  an 
improvement."  Department  stores  will 
likely  see  very  little  of  that  gain,  while 
retailers  offering  low  prices  and  a  value 
image — such  as  Wal-Mart,  Dollar  Gener- 
al, and  Dayton-Hudson's  Target — should 
have  very  good  holidays. 
EMOTIONAL  OUTLETS.  However  optimistic 
they  are,  retailers  know  they  won't  have 
a  repeat  of  1983.  That  was  the  year  re- 
tail Christmas  sales  jumped  137  ,  as  the 
economy  roared  out  of  recession,  con- 
sumer confidence  soared,  and  Americans 
satisfied  their  pent-up  yearning  for  all 
sorts  of  goods.  Instead,  retail  executives 
may  have  to  deal  with  the  possibility 
that  blockbuster  Christmases  are  a  thing 
of  the  past.  "Four  of  the  last  five  Christ- 
mases have  been  more  mediocre  than 
expected,"  says  Carl  Steidtmann,  chief 
economist  at  retail  consultants  Manage- 
ment Horizons,  who  notes  that  three  of 
these  so-so  holidays  coincided  with  years 
of  good  economic  growth. 

The  answer  to  this  puzzle  may  lie  in  a 
permanent  shift  in  frugality  among  con- 
sumers, who  are  generally  older,  more 
cautious  about  debt,  and  preoccupied 
with  long-term  worries  such  as  paying 
for  their  children's  education.  This  sort 
of  consumer  has  no  choice  but  to  be  a 
savvier  Christmas  shopper.  "There's  no 
question,  people  buy  for  the  holiday  all 
year  round,"  says  Kay  Draisin,  general 
manager  of  Factory  Stores  at  Nut  Tree, 
the  nation's  largest  outlet  mall,  with  130 
stores,  in  Vacaville,  Calif. 

In  buying  for  Christmas  in  July,  sav- 
ing bucks  is  key.  In  March,  Brucine  Do- 
herty,  45,  a  San  Rafael  (Calif.)  mother  of 
two  teenage  girls,  bought  a  stack  of 
Hallmark  puzzles,  marked  off  507,  for 
Christmas.  In  June,  she  hit  a  Macy's  sale 
of  Laurel  Burch  earrings  and  pins,  dis- 
counted from  $35  to  $10,  for  her  mother. 
For  her  two  daughters,  she  has  stashed 
away  a  couple  of  sweaters  she  picked  up 
on  sale  at  The  Gap  Inc.  All  told,  Doherty 
has  pared  back  her  Christmas  spending 
from  $3,000  a  few  years  ago  to  $1,000 
now.  "We  used  to  do  a  very  big  Christ- 
mas," she  says.  So  did  the  stores. 
By  Laura  Zinn  in  New  York,  with  Alice  Z. 
Cuneo  in  San  Francisco,  Stephanie  Ander- 
son Forest  in  Dallas,  and  bureau  reports 
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COMPUTERS  ( 


IT'S  PCs  VS.  MAINFRAMES 
—EVEN  AT  IBM 


Now,  Big  Blue  is  letting  other  units  tread  on  its  biggest  division 


Is  IBM  really  serious  about  remaking 
itself?  That  has  been  the  question  on 
the  minds  of  analysts,  investors, 
competitors — even  IBM  employees — ever 
since  Chairman  John  F.  Akers  last  year 
called  for  a  thorough  overhaul  of  Big 
Blue's  operations.  While  Akers'  reorga- 
nization— a  plan  to  chop  the  $65  billion 
giant  into  a  series  of  more  manageable 
Baby  Blues — is  still  very  much  a  work- 
in-progress,  this  fall  IBM  is  showing  that 
its  reform  movement  is  dead  serious. 

The  sign?  The  IBM  mainframe,  the  big- 
gest cash  cow  in  the  computer  industry, 
is  no  longer  the  sacred  cow  of  Armonk, 
N.  Y.  For  years,  while  everybody  from 
Digital  Equipment  Corp.  to  ambitious 
startups  took  aim  at  the  mighty  main- 
frame, within  IBM  there  was  a  giant  "No 
Hunting"  sign  posted  around  the  main- 
frame business.  Sure,  minicomputers, 
then  microcomputers,  began  to  match 
multimillion-dollar  mainframes  in  pro- 
cessing speed.  But  because  the  main- 
frame business  was  so  profitable  to  IBM 
and  because  all  of  IBM's  top  managers, 
including  Akers,  had  risen  through  the 
mainframe  ranks,  nobody  within  IBM 
dared  [joach  on  the  large-systems  busi- 


ness. That  has  helped  preserve  IB^ 
mainframe  market  share.  But  it  has  a! 
meant  that,  increasingly,  IBM's  mi- 
computer  and  microcomputer  divisios 
were  fighting  with  one  hand  tied  behi'l 
their  backs. 

Not  anymore.  IBM  management  scci 
to  be  facing  up  to  the  inevitablt — tl 
revenues  from  sales  of  traditional  ma- 
frames  will  be  flat,  at  best,  for  the  foi- 
seeabie  future  and  that  the  big  macliiii; 
are  losing  ground  to  the  relentless  ; 
vances  of  newer  technology.  And 
IBM's  Enterprise  Systems  Div.  is  goi  ' 
to  lose  mainframe  sales  to  minis  ai 
micros,  then  they  might  as  well  \>r  in 
minis  and  micros. 

GREATER  FREEDOM.  In  other  words,  £ 
Blue  is  freeing — and  in  some  cases,  it 
encouraging — other  divisions  to 
croach  on  the  company's  once  sacrosai 
mainframe  turf.  On  Sept.  1,  for  examp 
the  Application  Business  Systems  (Al 
group  came  out  with  a  new  AS/400  mi 
computer  that  competes  directly  wi 
small  IBM  ES/9000  mainframes.  And, 
cording  to  ABS  General  Manager  John 
Thompson,  still  larger  models  are  in  t 
wings. 


NICE  PCs— BUT 

THE  TEST  IS 

IN  THE  MARKETING 


On  Sept.  3,  the  IBM  personal-com- 
puter operation  was  reborn  as 
IBM-PC  Co.  But  aside  from  the  new 
name  and  the  addition  of  an  existing  IBM 
marketing  arm,  little  had  changed — same 
management,  same  products,  same  prob- 
lems. By  the  end  of  September,  however, 
IBM-PC  Co.  will  have  an  entirely  new  prod- 
uct line  to  go  along  with  its  new  identity. 
And  if  the  new  machines  live  up  to  the 
advance  buzz  in  the  industry,  they  could 
quickly  solve  IBM's  old  problems  in  the  PC 
market.  IBM-PC  Co.  will  have  "the  right 
products  at  the  right  price  through  the 
right  channel,"  asserts  Robert  J.  Corri- 
gan,  IBM-PC  president. 


From  home  computers  to  high-e 
chines  based  on  Intel  Corp.'s  fastes 
the  new  models  plug  holes  and 
pricing  problems  that  are  hurtir 
Market  researcher  Internationa 
Corp.  predicts  that  Big  Blue  wil 
1992  with  only  a  13.37  share  of  shi 
into  the  U.  S.  market,  down  from  1 
1991  and  16.5%  in  1990. 
NEW  DEAL.  The  first  wave  of  new 
were  PS/ Is,  introduced  Sept.  9.  T 
year-old  family  now  comes  in  thret 
ies  (table):  the  Essential,  aimed  a 
businesses  and  sold  through  office 
stores;  the  Expert,  for  experier 
owners  and  sold  in  computer  supe 
and  the  Consultant,  for  home  offii 
sold  in  department  stores.  Most  wi 
with  Microsoft  Corp.'s  Windows 
than  IBM's  OS/2  software. 

The  big  news,  however,  comes 
September,  when  IBM  is  expected 
out  its  new  ValuePoint  series  and 
ened  PS/2  lineup.  The  ValuePoii 
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What's  more,  IBM's 
Istar  Div.,  which  is  re- 
5nsible  for  disk  drives 
d  tape  drives,  broufjht 
t  a  so-called  disl<c  array 
•  the  AS/4()()— a  {^anR 
small,  relatively  cheap 
k  drives  that  toj^ether 
Dvide  mainframe-cali- 
f  capacity,  reliability, 
d  performance.  In 
ars  past,  IBM  head- 
arters  would  likely 
ve  blocked  such 
ives.  But  Ray  S.  Abu- 
yyad,  the  general 
.nager  of  Adstar,  says 
ers  has  encouraged 
\'&  business  units  each 
act  more  entrepren- 
"ially,  in  their  own  in- 
•ests — even  if  that 
ans  smashing  old  bar- 
rs.  "None  of  us  is  tak- 
;  each  other  for  grant- 
"  he  says. 

n  personal  computers, 
well,  Big  Blue  has  re- 
ved  the  upper  limits, 
e  company's  IBM-PC. 
.  subsidiary,  which  was  formed  Se{)t. 
[box),  is  building  PC-compatible  net- 
rk  servers  that  sell  for  as  much  as 
)0,000,  designed  by  startup  Parallan 
mputer  Inc.,  of  Mountain  View,  Calif. 
)rking  in  conjunction  with  a  network 
desktop  PCs,  a  Parallan  computer  can 
.8  on  big  commercial  mainframe  jobs 
',h  as  processing  retail  transactions 
'  as  little  as  one-tenth  of  the  cost, 
der  the  old  IBM  rules,  such  a  blatant 
!rlap  with  the  mainframe  business 
uld  have  been  unthinkable. 
'You'll  see  more  overlapping,"  prom- 


ises AKS  General  Manager  Thompson. 
He  describes  the  new  phenomenon  as 
"healthy"  because  it  plugs  the  "gaping 
holes"  that  IBM's  centralized  manage- 
ment inadvertently  left  open.  While  try- 
ing to  [jrotect  the  mainframe  from  "self- 
impact,"  IBM  created  opportunities  for 
competitors,  Thompson  says. 

This  has  been  particularly  true  at  the 
low  end  of  the  mainframe  market,  where 
for  several  years  customers  at  medium- 
size  companies  have  been  saving  money 
by  "downsizing"  work  to  lower-cost 
minicomputers  and  to  PC  networks.  To 


-down  PS /2s  that  start  at  under 
Details  are  still  sketchy,  but  IBM 
•es  hint  that  the  prices  will  match 

Compaq  Computer  Corp.'s  Pro- 
a  series  of  aggressively  priced  ma- 
;hat  provoked  industrywide  price 
his  summer. 

says  it  can't 
I  with  demand 
Lineas. 

ers  who  have 

seen  the  new 
iducts  are  en- 
tic.  Alan  C. 
president  of 
'/Orp.'s  Comput- 

SuperCenters, 
ill  can-y  all  the 
;s,  says  he  is 
that  IBM  asked 

advice  during 
iment  of  the 
)int:   "IBM  did 

go  out  and  de- 


THE  NEW  PC  IINEUP 

ENTRY-LEVEL  COMPUTERS 

Three  new  PS/l  lines:  Essential, 
for  small  businesses;  Expert,  for 
advanced  buyers;  Consultant,  for 
home  offices 

HIGH-END  PCs 

Overhauling  PS/2  line  with  more 
powerful  desktop,  server,  and 
notebook  models 

FOR  THE  PRICE  WAR 

New  ValuePoint,  positioned  be- 
tween PS/1  and  PS/2,  aimed  at 
Compaq's  Protinea 

DATA:  COMPANY  REPORTS,  BW 


sign  a  new  product."  The  result,  he  says: 
"I  think  they'lLbe  as  successful  as  Com- 
paq's ProLineas." 

Perhaps.  But  many  dealers  remain 
skeptical  about  IBM's  marketing.  "There's 
going  to  be  a  great  deal  of  confusion 
about  how  all  these 
lines  fit  together," 
says  Bill  L.  Fairfield, 
president  of  InaCom 
Corp.,  an  Omaha- 
based  dealer  chain. 
"They  face  a  signifi- 
cant job  in  teaching 
the  dealers."  IBM, 
then,  must  prove  it 
can  do  more  than 
change  names  and 
products.  It  must  also 
show  that  it  knows 
how  to  sell. 

By  Catherine  Arnst 
in  New  York,  with 
bureau  reports 


help  IBM  win  more  such 
business,  ABS  is  giving 
the  AS/400  extra  hard- 
ware power  and  soft- 
ware functions,  Thom)j- 
son  says.  The  AB.s  chief 
even  hired  150  engineers 
from  a  mainframe-devel- 
opment facility  in  Endi- 
cott,  N.  Y.,  when  the  lab- 
oratory's activities  were 
merged  with  those  at 
IBM's  central  mainframe- 
development  site  in 
Poughkeepsie,  N.  Y. 
PARALLELISM.  Mean- 
while, Big  Blue's  own 
software  group  has 
started  to  redirect  a  key 
initiative  away  from 
mainframes.  Called  AD/ 
Cycle,  the  scheme  was 
designed  at  least  in  part 
to  keep  mainframes  at 
the  center  of  computer 
networks.  Mainframes 
were  to  be  "reposi- 
tories," storing  the  key 
information  needed  to 
run  a  corporation.  Now, 
AI)/Cycle  is  being  reworked  so  the  re- 
pository can  be  a  microcomputer-based 
server. 

Even  the  folks  at  Enterprise  Systems 
are  figuring  out  how  to  come  up  with 
more  appealing  alternatives  to  conven- 
tional mainframes.  In  mid-September, 
the  division  is  expected  to  outline  plans 
for  Genesis,  a  line  of  systems  based  on 
work  begun  at  Groupe  Bull,  the  French 
computer  maker  in  which  IBM  bought  a 
57"  stake  early  this  year.  The  machines 
will  be  IBM's  first  so-called  massively 
parallel  computer  products,  designed  to 
incorporate  hundreds  or  even  thousands 
of  powerful  microprocessors,  such  as 
those  used  in  IBM's  RS/6000  engineering 
workstations.  A  handful  of  those  ma- 
chines already  can  do  the  work  of  tradi- 
tional supercomputers,  but  Genesis  will 
handle  commercial  jobs,  too,  such  as  re- 
cording thousands  of  banking  transac- 
tions per  second.  Genesis  isn't  likely  to 
ship  until  next  year,  however. 

Is  the  mainframe  dead?  Not  any  time 
soon,  if  IBM  has  anything  to  say  about  it. 
Big  Blue  has  a  757-plus  worldwide  mar- 
ket share  in  the  big-ticket,  high-margin 
systems.  Even  now,  that's  an  awesome 
cash  machine.  But  it  looks  as  if  IBM  has 
indeed  read  the  handwriting  on  the  wall 
and  is  now  willing  to  kill  a  few  main- 
frame sales  itself.  Not  only  will  that 
deny  sales  to  IBM's  competitors,  it  may 
give  the  company  a  stronger  hand  in  the 
markets  that  will  be  most  important  in 
the  future,  such  as  servers.  And  it  helps 
create  a  truly  new  Big  Blue. 

By  John  W.  Verity  in  New  York,  ivith 
bureau  reports 
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PERIPHERAISI 


COMPUTER  MAKERS  RUN 
TO  CATCH  THE  'BUS' 


A  device  that  makes  laptops  compatible  could  spark  a  huge  market' 


Portaljle  computers  free  people  to 
crunch  numbers  and  write  reports 
anywhere — from  an  airport  lobby 
to  a  sun-drenched  Maui  beach.  But  un- 
like desktop  computers,  they  keep  their 
owners  tied  to  one  brand.  Why?  Because 
most  makers  of  portable  computers  have 
created  their  own  standards  for  adding 
such  options  as  additional  memory  chips, 
bigger  disk  drives,  or  faster  modems.  So 
instead  of  shopping  around  for 
add-ons,  portable-PC  owners  must 
buy  from  the  company  that  made 
the  computer — and  pay  a  stiff 
price. 

But  the  industry  is  starting  to 
loosen  the  shackles.  Nearly  250 
makers   of  computers,  memory 
chips,  and  related  gear,  including 
um,  Apple,  Intel,  Microsoft,  and 
NEC,  have  united  behind 
a  standard  slot,  or 
"bus,"   for  connect- 
ing add-on  gear  to 
jjortables.  Like  the 
standard   bus  for 
desktop  PCs,  this  one 
is  "public,"  meaning 
that  companies  all  over 
the  world — from  tiny  startups  to 
mighty  IB.M — can  create  devices  to 
plug  into  it.  As  with  PCs,  that 
should  create  a  highly  competitive 
market  for  low-cost,  innovative 
add-ons, 

WRINKLES.  Known  by  the  ' 
breaking  acronym  PCMCIA, 
after  the  industry  group 
backing  it  (the  Personal 
Computer  Memory  Can 
International  Assn.),  the 
standard  spells  out  the 
specifications  for  the  bus 
and  the  interchangeable 
plastic-coated  cards  that  fit  into  it.  The 
cards,  each  the  size  of  a  stack  of  four  to 
six  credit  cards,  contain  tiny  printed  cir- 
cuits and  semiconductors.  When  inserted 
into  a  slot  on  the  side  of  a  computer, 
they  can  boost  memory,  provide 
networking  capabilities,  or,  with  a  phone 
cord  attached,  act  as  a  modem.  Mini-Stor 
Peripherals  Inc.  and  Hewlett-Packard 
Co.  are  even  offering  miniature  hard- 
disk  drives  on  PCMCIA  cards. 
The  new  standard  is  expected  to  start 


sweeping  the  market  this  fall.  At  least 
50  products  sporting  the  PCMCIA  logo 
will  be  on  display  this  November  at 
Comdex,  the  industry's  annual  confab  in 
Las  Vegas.  Even  with  some  wrinkles 
still  to  be  ironed  out  on  the  software 
front,  consultant  Dream  IT  Inc.  expects 
there  to  be  1.1  million  PCMCIA  computers 
in  consumers'  hands  by  1993  and  9.2  mil- 
lion by  1996. 


FAX-MODEMS 

Send  and  receive 
faxes;  double 


as  answering 
machines 


Why  so  much  in- 
terest in  a  little 
metal  connector?  Be- 
sides creating  a  multi- 
billion-dollar  industry  for 
portable-computer  add-ons, 
PCMCIA  could  create  a  standard  for  ex- 
changing data  among  all  sorts  of  porta- 
ble devices — from  electronic  books  to 
"personal  digital  assistants"  that  com- 
bine an  electronic  notepad  and  wireless 
phone.  In  turn,  predicts  AP  Research  in 
Cupertino,  Calif.,  PCMCIA  card  sales 
could  grow  from  400,000  this  year  to  10 
million  in  1995. 
But  the  industry's  growth  depends  on 


software  standards  that  make  the  cais 
truly  interchangeable — a  state  of  g>-;e 
not  yet  reached.  One  important  holdit 
is  Compaq  Computer  Corp.,  which  w 
now  is  sticking  with  its  own,  incompn- 
ble  slot.   "Yes,   we  are  working  *e 
[PCMCIA],"  says  Compaq  President  Ft 
hard  Pfeiffer.  "But  to  what  extent  it  j 
become  standard  remains  to  be  seen.i 
TRICKY  SOFTWARE.  That's  a  good  po 
In  late  September,  PCMCIA  members 
expected  to  0.  K.  key  standards  If! 
most  machines,  especially  iBM-comp : 
ble  portables.  But  it  may  be  at  least  1'^ 
before  the  IBM  PC  cards  also  work  . 
Apple  Computer  Inc.  machines  such  : 
the  PowerBook,  because  the  Apple  so; 
ware  is  much  trickier.  Communicalii 
re(iuirements,  for  example,  are  n ; 
pletely  different  in  a  PowerBook  tiiai  i 
an  IBM-standard  laptop. 
Still,  some  makers  of  portable  . 
are  lunging  in  despite  the  unt; 
t^linty.  Dell  Computer  Corp.  int 
duced  a  3V2-pound  notebook 
just  over  an  inch  thick,  includi 
an  optional  disk  drive,  partly 
cause  the  PCMCIA  s 
ended  the  need  for 
ternal  communi' 
tions  gear.  IBM,  ' 
shiba,    NEC,  A 
Research,  NCR,  a 
others  should  foil 
suit  at  Comdex. 
Startups  and  veterj 
are  jumping  in  with  cards  for 
sorts  of  functions  (table).  Sir 
late  1991,  SunDisk  Corp.  in  Sai 
Clara,  Calif.,  sold  $12  n 
ion  worth  of  flat 
memory  cards,  wh 
use  special  chips 
retain    data  ev 
when  the  compute 
power  is  off.  In 
sells  flash-memo 
and  modem  cards.  A 
IBM  has  three  prototype  netwc 
cards  it  plans  on  selling  to  oti 
computer  makers.  IBM  hasn't  i 
announced  its  PCMCIA  portable. 
The  most  intriguing  use  for  t 
cards  is  still  on  the  horizon.  PCM( 
members  hope  to  agree  next  year 
standards  for  a  microprocessor  ca: 
The  upshot:  In  a  few  years,  a  compute 
brains  might  fit  in  a  wallet.  To  trade 
to  a  more  powerful  machine,  all  yoi 
need  is  a  new  microprocessor  card.  W 
memory  and  peripherals  also  on  cards 
PC  might  be  just  a  bare-bones  box  witl 
screen  and  a  keyboard.  "In  a  sen; 
these  cards  could  become  the  compute: 
says  AP  Research  President  Andrew 
Prophet.  So,  cardmakers  could  hit  t 
jackpot — if  they  play  their  hand  right 
By  Robert  D.  Hof  in  San  Francit 
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Oommitment. 

To  the  best  customer  service. 

Commitment. 

To  the  highest  standards  of  quality. 

Commitment. 

To  the  9751  Business  Communications  System, 


Commitments  are  important.  Living  up 
to  them  is  even  more  important.  And  our 
customers  are  telling  us  we're  doing  just 
that.  According  to  Dataquest,  you  rated  us 
the  highest  in  customer  satisfaction  for 
PBX's  for  the  last  half  of  1 991 .  Thank  you. 

We  promised  we  wouldn't  rest  on 
our  laurels.  And  you  told  us  we're  not,  by 
giving  us  the  top  rating  again  for  the  first 
half  of  1992. 

But  our  commitment  extends  to  more 
than  just  outstanding  customer  service.  It 
also  extends  to  our  9751  Business 
Communications  System.  Siemens  is  com- 
mitted to  protecting  your  investment  in  the 


9751 .  Offering  the  best  applications  and 
call  center  solutions  in  the  market,  it's  our 
strategic  platform  for  the  next  generation 
of  technology.  And  then  there's  the  HCM 
200.  With  key  system  features  and  PBX 
functionality,  it's  an  integral  part  of  our 
strategy. 

We're  committed  to  increasing  your 
productivity,  your  revenues,  and  the  service 
you  provide  to  your  customers. 

We  know  the  more  we  can  do  for  you, 
the  more  you'll  stay  our  customers. 

Call  us  today  at 

1  (800)  624-8999, 

Ext.235. 

A  Siemens  Company 


ocial  Issues 


WOMEN  I 


THE  NEW  BANKROLLS 
BEHIND  WOMEN'S  BUSINESSES 


Lenders  are  finally  coming  across  with  money — and  even  advice 


Cynthia  McGeever  and  Chrisanne 
Biiba  hardly  fit  the  image  of  bad 
credit  risks.  Both  women  are  highly 
educated,  both  have  been  vice-presidents  at 
major  banks — and  they  now  run  a  profit- 
aijle  auditing  comijany,  Earnings  Resource 
Group,  with  $4()0,()0()  in  annual  sales.  Yet, 
when  the  Wayne  (Pa.)  partners  approached 
lenders  for  expansion  capital,  their  star- 
studded  client  list  and  307'  profits  counted 
for  little.  The  only  financing  they  could  get 
was  a  home-equity  loan.  "Some  bankers 
didn't  even  give  us  a  follow-up  phone 
call,"  says  Buba. 

They 'did  finally  land  a  $600,000 
loan,  but  from  an  unconventional 
source:  Compass  Rose  Corp.,  a  finan- 
cial services  company  devoted  to 
women's  businesses.  A  division  of  the 
$20  billion  insurer  Capital  Holding 
Corp.,  Compass  Rose  debuted  this 
past  summer  to  provide  financing, 
training,  and  other  services  for  wom- 
en entrepreneurs  whom  "most  lend- 
ers would  laugh  out  the  door,"  says 
President  Rebecca  Maddox. 

Compass  Rose  is  the  first  major 
company  catering  to  a  group  that 
lately  everyone  seems  eager  to  help: 
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women-owned  businesses.  The  Small  Busi- 
ness Administration  in  June  announced  a 
$24  million  Microloan  Program  to  assist 
women  and  minorities  in  getting  loans  of 
up  to  $25,000  at  market  rates  of  interest. 
Senator  Arlen  Specter  (R-Pa.)  has  intro- 
duced a  bill  that  will  give  tax  breaks  to  in- 
vestors who  pour  up  to  $50,000  in  women- 
and  minority-owned  firms.  Even  banks  and 
venture  capitalists  claim  they  are  joining 
the  financing  ranks.  As  promising  as  these 
efforts  seem,  however,  they  are  still  more 


WOMEN-OWNED  BUSINESSES: 
THE  RATE  SOARS 


INCLUDES  PARTNERSHIPS, 
S  CORPORATIONS,  AND 
SOLE  PROPRIETORSHIPS 


rhetorical  than  they  are  practit. 

While  women  now  represent 
fastest-growing  segment  of  businta 
owners  (chart),  they  remain  an  und  • 
served  market.  A  recent  report  , 
the  National  Association  of  Wom^ 
Business  Owners  (NAWBO)  found  tl 
women  are  routinely  denied  access 
credit.  "Most  banks  haven't  h 
much  experience  with  women  bi 
ness  owners,  so  they  are  an 
known,"  says  Douglas  Griese,  sen 
vice-president  of  CoreStates/Fii 
Pennsylvania  Bank,  which  has  beg 
a  loan  campaign  targeting  women. 

That  lack  of  experience  sometin 
translates  into  discrimination.  But 
len,  women  get  passed  over  for  lo£ 
-imply  because  they  tend  to  start  t 
"wrong"  kinds  of  small  business 
1  e.  service  companies.  "Many  worr 
start  service  businesses  because  tl: 
ilon't  have  the  money  to  invest 
luird  assets  such  as  plant  and  equ 
ment,"  says  Sharon  Hadary 
NAWBO.  "Then  no  one  will  lend 
them  because  they  have  no  collateral." 

But  an  alternative  financing  vehi 
called  microlending  is  becoming  popular 
typically  involves  nonprofit  lenders  w 
give  technical  training  and  loans  of  unc 
$1,000  to  low-income  women.  The  numl 
of  microlenders  has  doubled  over  the  h 
few  years,  partly  due  to  repayment  ral 
of  857  to  907'.  Women's  World  Bankii 
an  international  network  of  microlende 
has  used  the  training-linked  approach 
help  over  500,000  businesses  in  36  coi 
tries.  Closer  to  home,  WomanVenture 
St.  Paul,  Minn.,  makes  loans  from  $50 
$25,000,  i)rimarily  to  startups. 
NEW  CRITERIA.  While  microlenders  hi 
low-income  women,  they  don't  address  t? 
majority  of  companies,  which  need  larir 
loans  for  expansion.  Illinois  State  Treas 
er  Patrick  Quinn  launched  a  program 
January  that  will  fund  such  established  <  ■ 
trepreneurs.  Called  the  Women's  Finau 
Initiative,  it  bands  together  a  coalition  f 
banks,  women's  business  groups,  ai 
small-business  development  centts 
to  provide  workshops  and  low-int 
est  loans.  The  state  treasury  guar; 
tees  the  loans,  which  range  fn^ 
$5,000  to  $500,000,  at  an  interest  r;2 
3  percentage  points  above  the  U 
Treasury  bill  corresponding  to  U 
term  of  the  loan.  So  far,  22  borrc 
ers — mostly  service  businesses 
have  received  a  total  of  $2.2  milli 
from  the  17  participating  banks. 

Other  banks  are  beginning  to  foe 
on  this  market  on  their  own.  L; 
year,  Chemical  Bank  began  givi 
loans  ranging  from  $3,000  to  $250,( 
to  small  businesses  that  have  salesf 
up  to  $1  million.  But  although  Chei 
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1  claims  it's  targeting  female  business 
/ners,  it  has  not  changed  its  lending  re- 
frements  to  suit  women  owners  without 
rd  assets  to  put  up  as  collateral. 
Changing  the  traditional  lending  criteria 
one  way  Compass  Rose  intends  to  stand 
t.  The  com[)any  says  it  will  factor  in  less 
antifiable  measures  such  as  trustworthi- 
ss  and  business  acumen.  "We  feel  our 
iding  formula  captures  life  experience, 
t  just  balance-sheet  equations,"  states 
iddox.  Her  ultimate  aim  is  "to  create  the 
irvard  .MH.\  program  of  entrepreneurs." 
kRD-EARNED  JOURNEY.  Like  Harvard, 
tting  a  "degree"  through  Compass  Rose 
esn't  come  cheap.  Women  pay  $1,100  to 
roll  in  an  initial  six-day  training  course 
lied  the  Quest  that — with  the  aid  of  psy- 
ologists  and  other  consultants — helps 
jm  evaluate  their  ability  to  run  a  busi- 
ss.  A  few  who  complete  the  Quest  will  be 
'ited  to  attend  phase  two  of  the  pro- 
am — the  3-  to  12-month  Journey,  which 
its  $5,500.  So  far,  Compass  Rose  has 
Id  three  Quest  Seminars  for  125  entre- 
?neurs,  and  three  women  embarked  on 
i  pilot  Journey  in  August. 
Journey-goers  emerge  with  a  workable 
siness  plan  and  one-on-one  guidance  for 


Many  women  start  service 

usinesses  Then,  no  one 

ill  lend  to  them  because  they 
have  no  collateral' 


3ry  aspect  of  creating  their  business, 
m  hiring  staff  to  purchasing  inven- 
■y — as  well  as  guaranteed  financing. 
3men  who  already  have  business  plans 
1  qualify  for  loans  without  taking  the 
urney.  Maddox  estimates  that  the 
.ns — given  at  market  rates — will  aver- 
e  $200,000. 

However,  Compass  Rose  is  not  counting 
seminar  fees  to  achieve  the  169^  return 
investment  that  parent  Capital  Holding 
pects.  Maddox  hopes  that  Compass 
se's  faithful  will  be  so  happy  with  their 
lining,  loans,  and  personalized  treatment 
it  they  will  want  to  purchase  life  and 
alth  insurance,  Keogh  plans,  and  other 
)ducts  from  the  company, 
rhat  unabashed  commercial  focus — 
ing  with  the  requirement  that  borrowers 
ce  expensive  seminars  before  getting  a 
m — has  sparked  criticism.  But  not  from 
trepreneurs  such  as  Cynthia  McGeever 
10  have  actually  gone  through  the  Quest: 
:"  Compass  Rose  offers  a  product  that  I 
int,  you  can  bet  I'll  buy  it  from  them  be- 
ise  they've  been  there  for  us."  And 
iny  other  female  business  owners  may 
t  mind  the  hard  sell  either — as  long  as 
1  accompanied  by  cold,  hard  cash. 

By  Laurel  Touby  in  New  York 


Do  you  remember  where  you  had  your  (irst  Jack  Daniel  s'  II  so,  we  hope  you  II  drop  us  a  line  and  tell  us 

NO  ONE  IN  LYNCHBURG  knew  why  Jack 
Daniel  missed  work  chat  spring  day  in  1904. 

No  one  except  his  nephew  Lem  Motlow,  who 
was  sworn  to  silence.  You  see,  Mr.  Jack  was 
bound  for  St.  Louis  and  the  World's  Fair,  where 
his  whiskey  could  be  judged  against 
the  world's  finest.  As  it  happened, 
Jack  Daniel  returned  to  Lynchburg 
with  a  lot  less  secrecy— and  a  gold 
medal  in  his  hand  for  the  best 
whiskey  in  the  world.  A  sip,  we 
believe,  will  confirm  the  Fair's 
judges  knew  their  whiskey. 


SMOOTH 
TENNESSEE 


SIPPIN' 
WHISKEY 


Tennessee  Whiskey  •  40-43%  alcohol  by  volume  (80-86  prooO  •  Distilled  and  Bottled  by 
Jack  Daniel  Distillery.  Lem  Motlow,  Proprietor.  Route  1,  Lynchburg  (Pop  361).  Tennessee  37352 
Placed  in  the  National  Registerof Historic  Places  by  the  United  States  Government. 


AL  ISSUES 


BUSINESS  WEEK/SEPTEMBER  21,  1992  71 


TRAINING  I 


ATTENTION  GRABBER:  LANDA  TEACHING  AT  THE  ALLSTATE  LANDAMATICS  CENTER  IN  ILLINOIS 


LEV  LANDA'S 
WORKER  MIRACLES 


His  training  system  is  amazing  managers  and  upping  output 


L 


anienting  the  cjuality  of  public  edu- 
cation has  become  routine  in  busi- 
Iness  circles,  but  few  executives  can 
feel  smug'.  Although  Corporate  America 
spends  $30  billion  a  year  to  train  employ- 
ees, no  more  than  257'  fully  measure  up 
to  expectations,  and  207  to  407  fall 
short.  At  least  that's  the  calculation  of 
Lev  N.  Landa,  a  former  Russian  educa- 
tor who  fled  to  the  U.  S.  in  1976.  With 
better  training,  he  says,  "807  of  employ- 
ees could  become  experts"  at 
work — helping  to  boost  quali- 
ty and  cut  costs. 

To  reach  those  goals,  Landa 
sells  a  training  system  that, 
after  a  slow  start,  may  be 
catching  on.  The  most  sweep- 
ing program  is  at  Allstate  In- 
surance Co.,  which  aims  to 
raise  quality  and  customer 
satisfaction  by  turning  its 
54,000  employees  into  experts. 
The  Northbrook  (III.)  unit  of 
Sears,  Roebuck  &  Co.  is 
guarding  its  results.  But  a 
1988  feasibility  study  points 
to  huge  payoffs.  In  Allstate's 
data-entry  operation,  where 
4,500  people  fed  information 
from  insurance  forms  into 
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computers,  productivity  and  quality 
jumped  757  and  907,  respectively.  The 
promised  savings:  $35  million  a  year. 

This  potential  came  to  light  after  Rich- 
ard A.  Rosenthal,  an  Allstate  assistant 
vice-president,  heard  of  Landa's  Landa- 
matics  teaching  system.  At  its  core  is  a 
seemingly  simple  tool:  a  step-by-step  dia- 
gram of  the  decision-making  process. 
This  "logic  flowchart"  in  some  cases 
runs  for  pages,  yet  each  decision  point 


HOW  LANPAHBATICS  HELPED  ALLSTATE 

For  drivers  who  can't  get  or  renew  regular  car  insurance,  Allstate 
Insurance  has  special  "assigned-risk"  policies.  But  figuring  the  cost 
of  these  is  tricky.  Agents  must  wade  through  confusing  rules  to  de- 
termine whether  the  driver  qualifies  for  a  discount,  and  whether  to 
requi'e  a  25%,  40%,  or  100%  downpayment,  depending  on  the 
presumed  risk.  Allstate  found  that  a  diagrammatic  training  method 
called  Landamotics  helped  agents  do  o  better  job 

Agents'  Using  Using  Landamotics 

performance  existing  rules  algorithm 


CORRECTLY  DETERMINED  THE 
DISCOUNT  AND  DOWNPAYMENT 

56% 

97% 

MADE  ONE  OR  MORE  ERRORS 

40 

3 

GAVE  UP  TRYING 

4 

0 

AVERAGE  TIME  TAKEN 

2.1  minutes 

1  minute 

DATA:  ALLSTATE  INSURANCE  CO. 

has  an  easy  yes/no  choice.  Workers  s^n 
"internalize"  the  underlying  ruh, 
Landa  says.  Then,  they  drop  the  cruh 
and  "become  real  experts,"  able  to  apy 
the  principles  in  different  situations. 

This  invariably  astonishes  manages, 
says  Janice  L.  Welker,  who  first  vt- 
nessed  such  results  in  1986.  Welker  ti  n 
managed  the  claims  department  t 
Health  Services  Medical  Corp.  of  Centil 
New  York,  a  health-maintenance  orgaji- 
zation  near  Syracuse.  To  train  a  njv 
claims  processor  took  a  day  of  instr;- 
tion  plus  nine  months  of  coaching— u 
Landa  did  his  chart.  "He  tested  it 
people  off  the  street  who  didn't  kn|i 
the  first  thing  about  processing  a  clai 
and  they  were  able  to  do  it  right  of 
says  Welker.  "I  was  amazed." 
LOGIC  GAP.  The  trick  is  charting  t<_ 
right  chain  of  steps.  Experts  are  rariy 
able  to  list  every  move  they  make,  ari 
"the  steps  they  skip  are  often  the  rea'y 
important  things,"  says  Allstate's  b- 
senthal.  This  is  why  traditional  trainig 
often  leaves  workers  to  catch  on  by  ti,;! 
and  error — if  they  ever  do. 

Landa  began  to  crack  this  problm 
while  working  on  his  PhD  in  the  eay 
1950s  at  Moscow's  Institute  of  Psychc*- 
gy.  There,  he  developed  a  method  :r 
analyzing  how  people  think:  It  reveri- 
engineers  a  decision-making  process  c 
find  the  gaps  in  logic  that  befuddle  ori- 
nary  workers.  By  studying  how  exijes 
handle  these  critical  junctures,  Lancia  v 
constructs  their  thinking — even  wl 
they  can't  describe  it.  "When  the  exjtr 
see  the  finished  flowchart,"  says  Rosn- 
thai,  "their  reaction  is:  'That's  just  wl.t 
I  said  I  do.'  But  if  you  look  at  thr 
original  descriptions,  the  logic  uncovetd 
by  Landamatics  just  wasn't  there." 

Landa's  theories  catapulted  him  o 
fame  in  Russian  academic  circles,  n 
1963,  he  was  named  director  of  the  P»- 
grammed  Instruction  Laboratory  t 
Moscow's  Academy  of  Pea- 
gogica!  Sciences.  Soon,  hih 
schools  and  universities  wt^s 
applying  his  ideas  to  couns 
in  science,  math,  music,  l| 
glish,  and  medicine.  His  flcl 
charts  were  used  in  teachi? 
aids  and  textbooks.  Siuds 
found  comprehension  gains  f 
up  to  twenty-eight-fold.  | 
After  Landa  emigrated,  ll 
name  was  blacklisted.  And  I 
fame  in  Russia  didn't  caiy 
over  when  the  psycholngi: 
now  64,  founded  Landamai. 
International  Inc.  in  Keo 
Park,  N.Y.  Even  Allstat»B 
Rosenthal  was  skeptical  it 
first.  If  Landamatics  was  o 
good,   why  hadn't  it  lakn 


THE  WORKFV( 


(B>  WordPeilecl  speaks  31  languages,  including  four  versions  of  English.  It  can  process  words 
from  left  to  right  or  right  to  left  or  top  to  bottom.  And  if  you  count  12  kinds  of  UNIX  as  one,  it 
supports  10  different  computer  platforms.  ^  To  become  the  world's  most  popular  word 
processor,  a  program  has  to  be  fluent  in  the  languages  of  people  as  well  as  the  languages  of 
computers,  Oh  yes,  and  there's  one  other  thing.  ^    It  has  to  be  really  good. 


hold  at  Du  Punl,  Mcl,  Hailford  Insur- 
ance, and  other  companies  where  Landa 
had  consulted  in  the  1980s?  Checking 
out  Landa's  references,  Rosenthal  found 
a  common  thread:  Landamatics  had  been 
applied  only  to  specific  departments  or 
functions,  not  companywide.  And  while 
its  original  champions  made  it  work,  it 
seldom  survived  changes  in  managers. 

At  Ford  Motor  Co.'s  Starnet  Corp. 
subsidiary,   for  example,  Landamatics 
"quickly  saved  $1  million"  in  the  billing 
dejjartment,  says  Donald  H.  Ledbetter, 
who  in  198B  was  human  resources  direc- 
tor for  the  long-distance  phone  company. 
But  when  Ford  sold  Starnet,  "the  new 
owners  dropped  Landamatics,  because 
we  didn't  have  people  who  were  trained 
to  perpetuate  the  process,"  adds  Ledbet- 
ter, who  is  now  human  resources  direc- 
tor at  Loral  Corp.'s  Conic  unit.  At  Du 
Pont  Co.,  a  flowchart  for  doing  quality 
checks  promised  savings  of  more  than 
$1  million  a  year.  But  the  two  managers 
involved  were  moved,  and  their  replace- 
ments weren't  eager  to  promote  a  tech- 
nique that  they  considered  too  radical. 
'STRONC^ER  SUPPORT.'  Similar  worries 
nagged  Allstate's  Rosenthal — until  he 
talked  with  Felix  F.  Kop.stein,  a  Philadel- 
phia consultant.  In  the  1970s,  Kopstein 

helped  translate  several  of  Landa's 
books  and  became  a  disciple.  By  1988,  he 
was  embedding  Landamatics  principles 
in  software  from  the  Nuclear  Regula- 
tory Commission  that  helped  train  opera- 
tors of  nuclear  power  plants.  That  was 
enough  for  Rosenthal,  who  proposed  set- 
ting up  a  "university"  where  Landa 
would  teach  his  system  to  Allstate  em- 
ployees. Raymond  H.  Kiefer,  who  re- 

shortage  of  volunteers.  At  an  Alls  t 
claims  office  in  California,  training  tn 
was  cut  by  30a,  or  195  hours,  for  tc 
of  10  or  more  new  hires  per  year.  Ai, 
diagrammatic  guide  for  selling  car  inn 
ance  to  high-risk  drivers  is  saving  ce 
$1  million  (table,  page  72) — enough t 
cover  the  costs  of  Landamatics  to  d,.e 

As  that  effort  indicates,  Allstate  isii> 
panding  the  technique  to  higher-.y 
work — even  management.  "It's  a  natr^ 
for  the  cross-knowledge  that  manaj.r 
need  to  compete  in  today's  world,"  ?y 
Kiefer.  "You  can't  be  a  one-disci])'? 
manager  anymore."  With  the  [iroi:; 
entering  its  fourth  year.  Landau i.i 
enjoys  "stronger  support  than  i-\ 
says  Glen  L.  Hansen,  a  1989  gradi 
and  a  former  senior  sales  maiia: 
Since  Kiefer's  retirement,  the  AilS|t 
Landamatics  Center  reports  to  Alls|t 
Chairman  Wayne  £.  Hedien. 

Now,  Allstate  is  considering  a  vent|r 
with  Landa  to  m.arket  the  concepi  < 
where,  perhaps  even  to  schools.  If 
get  Landamatics  down  pat,"  says  Kir 
"it  could  give  an  enormous  boost  lu  i 
whole  educational  process.  That's  t 
real  potential — because  America's  got 
improve  education  to  stay  competitiu' 
%  Otis  Port  in  NorthtnoukU 

Landamatics  'quickly  saved 
$1  million'  in  Starnet  Corp.'s 
billing  department,  says  a 
former  executive 

tired  in  May  as  Allstate's  president, 
bought  the  idea.  The  24  Allstaters  who 
have  "graduated"  so  far  have  helped 
managers  apply  Landamatics  to  some 
100  operations  and  job  functions. 

Allstate  doesn't  impose  Landamatics, 
on  the  theory  this  could  alienate  manag- 
ers and  employees.  But  once  results 
from  the  first  20  projects  of  the  1989 
class  began  trickling  in,  there  was  no 

NOW  THERE'S  MORE  THAN  ONE  WAY 
TO  REWARD  EXCELLENCE. 


Extent  n'dmai'\  cfj'  ni  need  ni  i  h  >ngcr  he 
ivuurdcd  wall  /lot  an  mdnuiry  j\m  W'ltli  ten 
tmctivc  finislies  h » ck h  ise  jrom ,  m nv  aiui 
irc  Iciuiinf^CDmpanies  are  iru.ikin<i,  the  /n,si^q7iw 
jxirtof  their cirrlM mte awanb  jmi^^am. 
These  heaittijul  wTinrii,'  insmmioics  tire 
desif^ied  to  fit  naturaih  in  the  imttT's 
hand .  dtiJ  eaeh  i  >ne  et  in\es  mth  a  lijearne 
tarantee.  Phis,  ynur comliany's  /ogoca?!  be 
I  in  ex'tTy  ('en  with  jewelri- quality  elip 
ri^  itK  ne  infi  n-n\atu  in .  tn-  \(  mr  t  ()77i|)/nru.nitn^' 
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Our  most  important  arrival  gate  is  yours. 


For  every  traveler,  there  is  one  all-important 
final  destination.  Home.  So  you'll  feel  better 
knowing  that  our  flight  crews  are  among  the 
world  s  most  experienced.  And  that  our  planes, 
at  an  average  age  of  five  years,  are  some  of  the 
youngest  in  the  air  You  can  be  sure,  wherever 
your  business  takes  you,  getting  you  there  and 
back  safely  to  those  welcoming  arms  is  our 
greatest  passion  of  all. 


A  passion  for  perfection! 


Lufthansa 


For  more  inlormalion  and  reservations  call  1  -800-645-3880  or 
see  your  Travel  Agent  Lufthansa  is  a  participant  in  the  mileage 
programs  of  United,  Delta  and  USAir 
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CONSUMER  FINANCE 


PUSHING  PLASTIC  IS  STILL 
ONE  JUICY  GAME 


Competition  may  be  heating  up,  but  credit-card  issuers  aren't  exactly  racing  into  a  ruinous  price  wa 


Almost  everybody,  it  seems,  is  get- 
ting; into  the  credit-card  business. 
General  Electric  Co.,  which  an- 
nounced its  MasterCard  on  Sept.  2,  and 
General  Motors  Corp.,  which  plunged  in 
with  a  lower-rate,  no-fee  version  of  its 
own  on  Sept.  9,  are  only  the  latest  big- 
league  entrants. 

Accompanying  the  flurry  of  new  play- 
ers is  a  rash  of  special  deals,  discounts, 
and  interest-rate  cuts.  That's  fostering 
the  impression  that  card  companies, 
which  had  steadfastly  kept  rates 
charged  to  cardholders  above  19%  de- 
spite falling  interest  rates  in  the  econo- 
my, finally  are  succumbing  to  rampant 
competition. 

But  while  the  competition  certainly  is 
heating  up,  it's  far  less  cutthroat  than  it 
appears.  Thanks  in  part  to  the  down- 
ward spiral  in  money-market  interest 
rates,  the  spread  between  the  rates 
charged  to  card  users  and  what  issuers 
pay  for  money  is  still  downright  seduc- 
tive. On  Sept.  4,  the  Federal  Reserve 
lowered  the  federal  funds  rate,  a  good 


proxy  for  bank  issuers'  cost  of  funds,  to 
3%  from  3.25'/^.  With  the  average  credit 
card  fetching  an  incredibly  steep  IS'/i, 
the  rate  spread  is  huge  and  will  remain 
so  even  when  many  issuers  offering 
floating-rate  cards  lower  finance 
charges  to  reflect  the  recent  cut  in  the 
prime  rate  (chart).  "The  card  business  is 
still  a  bonanza,"  says  analyst  Thomas  H. 
Hanley  of  First  Boston  Corp.  Which  is 
precisely  the  reason  so  many  folks  are 
so  anxious  to  get  into  the  business. 

Given  the  wide  spread,  some  critics 
say  card  issuers  could  easily  lower  rates 
and  still  make  a  very  attractive  return. 
But  major  issuers  seem  in  agreement 


Says  Chase  Manhattan's  card 
chief:  'I  expect  another  good 
year'  in  1992.  'And  next  year 
will  be  another  good  year' 


that  it  doesn't  make  a  great  deal 
sense  to  provoke  what  could  easily  tu 
out  to  be  a  ruinous  price  war.  "I  thii 
it's  getting  more  competitive,  but 
body  has  done  anything  to  kill  the  goi 
en  goose,"  says  Mark  Gross,  an  analy 
with  IBCA  Ltd.,  a  bank  credit-ratii 
agency. 

SELECTIVE  CUTS.  Many  issuers  have 
cently  begun  offering  lower  rates, 
least  to  their  most  creditworthy  custoi 
ers.  That's  the  result  of  complaints 
excessive  rates  from  consumer  ad\ 
cates  and  growing  consumer  demand  f 
lower  prices.  "The  rates  are  beii 
changed,"  says  Thomas  C.  Lynch,  he; 
of  Chase  Manhattan  Corp.'s  card  oper 
tions,   "but  they   are   being  changi 
prudently." 

In  effect,  this  has  excluded  vast  nui 
bers  of  cardholders  from  low-rate  pi 
grams.  A  recent  survey  of  the  top  1' 
issuers  by  The  Nilson  Report,  a  San 
Monica,  (Calif.)  newsletter  that  trac 
the  industry,  found  that  36%  of  the  1 
million  card  accounts  at  the  top  100  iss 
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I  still  are  being  charged 
■ire  than  19%.  Fewer  than  a 
rd  are  paying  less  than  16%, 
i  only  2'/(  are  paying  under 
't.  Robert  B.  McKinley,  pub- 
ler  of  RAM  Research  Corp.'s 
»vsletter,  CardTrak,  says 
,y  25%  to  30%  of  applicants 
alify  for  very  low-rate 
•ds,  vs.  40%  to  45%  for  high- 
rate  plastic. 

The  special  deals  have 
ight  the  attention  of  local 
v'ernment  officials.  "We  un- 
•stand  that  low  rates  are  of- 
ed  to  a  small  subclass  of  a 
ik's  customers,  and  that's 
;  what  you  would  typically 
( in  a  truly  competitive  mar- 
;,"  says  George  W.  Samp- 
1,  chief  of  the  New  York 
torney  General's  antitrust 
reau.  "It's  only  really  hap- 
ling  around  the  edges." 
LLUSION?  For  years,  credit- 
ed issuers  rebuffed  any  sug- 
stion  that  rates  should  be 
/er.  They  argued  that  the 
•d  business  is  notoriously 
ky,  often  producing  huge 
ses.  Unlike  other  forms  of 
isumer  credit,  such  as  auto 
ins  or  home  mortgages, 
idit-card  loans  have  no  col- 
eral.  Moreover,  cards  were  made 
ire  widely  available  to  consumers, 
3n  individuals  with  less  than  sterling 
iance  sheets.  Issuers  dismissed  sug- 
jtions  of  collusion  from  consumer  ad- 
;ates,  who  found  it  curious  that  nearly 
of  the  major  issuers  charged  19.8%. 
issuers  have  since  mellowed  their 
ind  on  rates.  Most  now  are  adopting 
red  rate  programs  for  better  custom- 
;.  But  they  still  insist  that  costs  are 
^h.  Write-offs  remain  steep,  they  say, 
)ecially  with  personal  bankruptcies  on 
!  rise.  Last  year,  Visa  and  MasterCard 
uers  are  estimated  to  have  charged 
'  $8.4  billion  in  bad  card  loans.  That's 
nost  25%  of  the  $34.2  billion  in  reve- 
e  they  collected,  according  to  The  Nil- 

I  Report.  In  1990,  charge-offs  totaled 
9  billion.  At  the  end  of  March,  4.3%  of 
*d  loans  were  30  days  or  more  past 
e.  That's  down  from  4.6%  in  the  previ- 
s  quarter,  but  the  delinquency  rate  is 

II  above  prerecession  levels  of  3.5%'. 
ou  can't  just  take  a  product  that's 
iced  at  18%  to  19%.  and  give  it  to  ev- 
fone  in  the  customer  base  at  12%," 
y's  Richard  A.  Greenawalt,  president 
Advanta  Corp.,  a  Horsham  (Pa.)  card 
uer  with  2.2  million  Visa  and  Master- 
rd  customers. 

Despite  tougher  competition  and  issu- 
i'  huge  costs,  most  of  them  continue 
reap  handsome  profits.  Although  in- 
strywide  profits  are  declining  as  more 
mpetitors  enter  the  business,  many 


CARD  PROFITS  ARE  ACES 

INTEREST-KATE  SPREADS  REMAIN  NUGE... 


AVERAGE  CARD  RATE 


..AND  MANY  CARDHOLDERS 
STILL  PAY  LOFTY  RATES 
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big  bank  issuers  are  expected  to  report  a 
3%  return  on  assets  from  their  card  op- 
erations this  year,  vs.  1%-  for  their  bank 
businesses,  according  to  analysts.  That's 
little  changed  from  last  year's  results.  "I 
expect  another  good  year"  in  1992,  says 
Chase  Manhattan's  Lynch.  "And  next 
year  will  be  another  good  year." 

Even  the  new  entrants  in  the  busi- 
ness, which  have  been  the  most  aggres- 
sive on  the  pricing  front,  are  expected  to 
make  out  well  this  year.  American  Tele- 
phone &  Telegraph  Co.  stirred  up  the 
industry  in  1990  by  in- 
troducing its  own  no- 
fee  MasterCard  and 
Visa,  called  the  Uni- 
versal Card.  Although 
it  has  lowered  its  rate 
twice  since  January, 
AT&T's  card  division 
began  turning  a  profit 
in  June.  And  Paul  G. 
Kahn,  head  of  AT&T's 
card  operations,  says 
he  expects  an  addition- 
al half-point  rate  cut 
on  AT&T's  floating-rate 
card  in  October,  to 
14.9%  for  charter  cus- 
tomers and  15.9%'  for 
new  cardholders. 

Even  with  the  pres- 
sure to  lower  rates, 
many  issuers  are  try- 
ing to  preserve  their 


existing  margins.  An  increas- 
ing number  of  issuers  are 
adopting  variable-rate  pro- 
grams, often  pegged  to  the 
prime  rate,  that  allow  them  to 
raise  finance  charges  automat- 
ically if  rates  rise.  Moreover, 
many  issuers  of  low-rate  cards 
have  boosted  annual  fees  to 
offset  the  dip  in  interest  in- 
come. Wachovia  Corp.  offers 
four  options,  in  which  it  ad- 
justs fees  according  to  rates. 
For  example,  the  bank 
charges  a  $39  fee  for  its  low- 
est floating-rate  Visa  and  Mas- 
terCard, now  at  8.97'.  Custom- 
ers who  want  a  lower  fee  can 
pay  $15  for  a  standard  fixed- 
rate  card,  which  carries  a  rate 
of  17.98%. 

CARD  TRICKS.  Some  big  issuers 
have  found  other  ways  to  off- 
set the  impact  of  lower  rates. 
Often  singled  out  by  analysts 
and  competitors  is  Citicorp. 
The  nation's  biggest  credit- 
card  issuer  won  a  lot  of  favor- 
able publicity  last  April,  when 
it  announced  it  was  adopting  a 
floating-rate  program  that,  in 
effect,  lowered  rates  on  its 
gold  and  standard  bankcards, 
which  have  stood  at  16.8%  and 
19.8%,  to  13.9%  and  15.9%,  respectively. 
Even  Senator  Alphonse  M.  D'Amato  (R- 
N.  Y.),  who  ignited  the  intense  debate  in 
Congress  late  last  year  over  high  card 
rates  by  introducing  legislation  to  cap 
interest  charges,  praised  Citi's  decision. 

On  close  scrutiny,  however,  Citi's  poli- 
cy isn't  as  revolutionary  as  many  indus- 
try watchers  initially  believed.  The  new 
rates  apply  only  to  purchases  after  June 
1,  1992,  while  existing  balances  still  are 
being  charged  the  former  rates.  Analyst 
Ronald  I.  Mandle  of  Sanford  C.  Bern- 
stein &  Co.  reckons 
that  only  207<  of  Citi's 
$32  billion  in  credit- 
card  receivables  will 
be  affected. 

Even  better,  from 
Citi's  viewpoint,  the 
new  program  will 
have  tittle  impact  on 
its  credit-card  earn- 
ings. Its  net  interest 
margin  is  expected  to 
climb  above  10%  this 
year,  from  9.7%  last 
year,  thanks  in  large 
part  to  lower  cost  of 
funds.  Mandle  fore- 
casts that  Citi's  after- 
tax card  income  will 
climb  31%  this  year,  to 
$635  million. 

Despite  the  desire 
of  issuers   to  keep 
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alive  and  well  the  goose  that  laid  the 
golden  egg,  many  observers  are  con- 
vinced that  the  continuing  lush  profits 
could  sooner  or  later  set  off  a  far  more 
intense  round  of  price-cutting.  Thomas 
R.  Butler,  president  of  Sears,  Roebuck  & 
Co.'s  Discover  Card  division,  admits  that 
his  company,  the  only  major  issuer  that 
clings  to  19.87<:'  for  all  its  customers,  may 
have  to  change.  Says  Butler:  "We're  not 
totally  deaf  and  dumb  to  what  our  com- 
petitors are  doing." 


Then  there's  the  lingering  question 
about  Congress.  Although  criticism  has 
simmered  down  as  rates  have  been  re- 
duced, consumer  advocates,  such  as 
Bankcard  Holders  of  America,  argue 
that  banks  can  do  better.  And  the  activ- 
ists may  get  a  sympathetic  hearing  from 
legislators  before  Election  Day  in  No- 
vember. CardTrak's  McKinley  says 
card  rates  may  settle  between  15%  and 
16%.  Says  McKinley:  "Consumers  would 
feel  comfortable  around  that  level." 


For  now,  however,  credit-card  exec 
tives  are  hardly  in  a  panic.  Few  of  the 
foresee  the  kind  of  price  war  that  h, 
shaken  other  industries,  such  as  airlinej! 
Unless  consumers  become  far  more  vi 
cal  in  demanding  lower  rates,  compeg 
tion  in  the  credit-card  business  is  likJ 
to  remain  quite  prudent.  And  profits  w 
likely  stay  exceedingly  comfortable. 

By  John  Meehan  in  New  York,  m 
Joseph  Weber  in  Philadephia,  Chu 
Hawkins  in  Atlanta,  and  bureau  reporti 


CAN  GM  SELI  CARS  WITH  A  CREDIT  CARD? 


Once  upon  a  time,  carmakers 
used  gorgeous  models  in  slinky 
gowns  to  lure  customers.  Then 
they  turned  to  cash  rebates,  and  finally 
to  low-rate  leases.  Now,  General  Mo- 
tors Corp.  thinks  it  has  a  new  way  to 
move  the  metal:  Push  the  plastic. 

In  a  bid  to  sell  more  cars,  the  strug- 
gling auto  giant  on  Sept.  9  detailed  its 
plans  for  a  new  GM  MasterCard.  GM  is 
just  the  latest  in  a  new  wave  of  card 
issuers,  such  as  General  Electric  Co., 
that  are  using  cards  as  marketing  tools 
for  promoting  purchases  of  their  prod- 
ucts. The  GM  card  allows  customers  to 
earn  rebates  equal  to 
5%  of  their  charge  to- 
tals—up to  $500  a 
year  over  seven  years. 
The  rebates  can  be  ap- 
plied toward  the  pur- 
chase or  lease  of  any 
new  GM  car  or  truck. 
The  carmaker's  popu- 
lar and  often  hard-to- 
get  Saturn,  however, 
isn't  included  in  the 
rebate  program.  GM 


currently  set  at  16.4%',  a  full  point  be- 
low what  the  top  100  issuers  charge — 
should  help.  By  contrast,  GE's  Master- 
Card, which  is  luring  customers  with 
rebates  and  discounts  on  retail  pur- 
chases, carries  an  18.4%  interest  rate 
and  a  $25  annual  fee. 

GM  also  has  lined  up  some  big  corpo- 
rate partners.  The  GM  rebates  pile  up 
twice  as  fast  on  purchases  from  MCI, 
Marriott,  and  Avis.  And  finally,  like 
American  Telephone  &  Telegraph  Co., 
whose  21/2 -year-old  card  now  ranks 
eighth  nationally,  GM  has  the  clout  of  a 
well-known  brand  name.  "GM  is  one  of 


General  Motors  hopes 
low  rotes  and  rebates 
will  buy  It  brand 
loyalty.  But  first,  it  has 
to  sign  up  customers 


plans  other  marketing  tie-ins,  such  as 
new-car  pitches  mailed  out  with  month- 
ly credit-card  statements. 

GM  won't  issue  the  card  itself.  In- 
stead, Household  Credit  Services,  a 
subsidiary  of  Prospect  Heights  (111.)- 
based  Household  International  Inc., 
will  issue  and  administer  it,  running 
the  risks  and  reaping  any  profits. 
INCENTIVE  PLAN.  The  giant  auto  maker 
hopes  the  device  will  foster  brand  loy- 
alty and  shore  up  its  eroding  market 
share.  Analysts  think  it  might  work. 
"Once  you  get  people  saving  for  some- 
thing," says  Maryann  Keller,  an  auto 
analyst  at  Furman  Selz  Inc.,  "and  they 
see  the  points  piling  up  on  their  state- 
ment, the  incentive  is  to  do  it  more." 

But  before  all  that  can  happen,  GM 
has  to  sign  up  credit-card  customers. 
The  GM  card's  aggressive  terms — no 
annual  fee  and  a  floating  interest  rate 


a  handful  of  companies  that  has  the 
image  awareness  to  do  something  like 
this,"  says  David  Robertson,  president 
of  The  Nilson  Report,  a  Santa  Monica 
(Calif.)  credit-card  industry  newsletter. 

Even  so,  the  new  card  isn't  likely  to 
rival  AT&T's  success.  Competition,  espe- 
cially from  nonbank  issuers,  has 
zoomed  since  AT&T  entered  the  fray. 
And  AT&T  is  expected  to  retaliate  soon 
by  dropping  its  rates  below  16%. 

Moreover,  GM's  rebate  program 
must  compete  with  cards  offering 
goodies  such  as  airline  tickets,  mer- 
chandise, or  cash  rebates.  Some  card- 
holders will  no  doubt  prefer  to  ring  up 
charges  on  other  cards  that  give  them 
more  flexibility  in  how  they  use  their 
rebates.  Ford  Motor  Co.  and  its  financ- 
ing unit,  The  Associates,  for  example, 
introduced  a  Ford  Visa  and  Master- 
Card last  June.  Although  Ford's  intro- 


ductory rate  of  15.9%  rises  to  19.85 
after  six  months,  it  pays  an  annus 
cash  rebate  of  up  to  1.5%  of  the  tots 
charged.  Associates  Chairman  Reec 
A.  Overcash  Jr.  says  Ford  has  no  plan 
to  change  its  card  in  response  to  GM' 
offering.  When  it  comes  to  card  re 
bates,  Overcash  says  "cash  is  king." 
PAYOFF.  Still,  there  could  be  a  big  pay 
off  if  enough  cardholders  buy  GM  cars 
Those  most  likely  to  take  the  bait:  Gl 
loyalists,  who  can  start  amassing  a  dis 
count,  knowing  they'll  be  buying  1 
Chevy  or  Oldsmobile  in  a  few  years 
Just  keeping  its  current  customers- 
and  its  35.2%  share  c 
the  light-vehicle  ma; 
ket — is  critical  for  thi 
hard-hit  company. 

GM  needs  the  good; 
along  with  the  gim 
mick,  though.  Thi 
card  probably  won' 
win  over  devoted  in: 
port  buyers  or  coir 
parison-shoppers.  "GI 
has  to  have  a  bette 
product,"  says  analys 
Keller.  "A  card  alone  is  probably  no 
going  to  convert  somebody  from  ; 
Ford  Taurus  to  a  Chevy  Lumina." 

But  while  new  models  take  years  t 
develop,  GM  plans  to  push  the  can 
heavily.  The  card's  estimated  $100  mi 
lion-plus  launch  includes  what  GM' 
North  American  advertising  chief  Phi 
ip  Guarascio  calls  "a  carpet-bombin] 
approach,"  a  blitz  of  TV  ads  from  earl; 
morning  through  prime  time.  GM  is  als 
mailing  preapproved  card  application 
to  30  million  households. 

To  get  the  green  light  for  that  kin' 
of  spending,  Guarascio's  team  had  t 
win  the  approval  of  GM's  board  and  th 
general  managers  of  all  its  car  aa 
truck  divisions.  These  days,  when  GM  i 
pinching  every  penny,  the  board's  af 
proval  means  that  a  lot  of  people  at  Gl 
have  faith  in  the  power  of  plastic. 

By  Kathleen  Kerwin  in  Detro\ 
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JSUMER  FINANCE! 


HE  DAWN  OF  THE  DEBIT  CARD. 
mi.  MAYBE 


least  now,  Visa  and  MasterCard  are  behind  it  and  pushing  hard 


t's  one  of  those  products  that  has 
been  on  the  verge  of  taking  off  for, 
oh,  about  15  years.  But  now,  some 

ikers  insist,  the  debit  card's  time  has 

ne  at  last. 

"'or  every  one  of  those  15  years,  pro- 
!Ctive  issuers  have  carried  torches  for 
)it.  It  offers  something  for  everyone, 
■y  say:  Consumers  who  don't  Hke  to 
ry  cash,  find  checks  a  hassle,  or  are 
ry  of  credit  can  use  debit  cards  to 
nsfer  money  directly  from  their  bank 
ounts  to  merchants.  Merchants  can 
,  mstant  payment.  And  banks  can  get 
!S  from  consumers  and 
rchants. 

i'here  are  just  a  few  nag- 
g  problems:  Many  consum- 

aren't  aware  that  debit 
ds  exist,  or,  if  they  are, 
I't  understand  them.  Many 
rchants  don't  want  to  join 
)it  programs,  because  they 
'  the  transaction  and  other 
s  they  must  pay  banks  are 

high.  Until  more  mer- 
ints  sign  on,  consumers 

0  like  debit  cards  probably 
n't  see  much  reason  to  pay 
s  for  them.  Even  some 
ikers  are  skeptical,  won- 
'ing  whether  debit  cards 

1  ever  be  profitable. 
IR  PRESSURE.  But  now,  in- 
;try  experts  say,  these  neg- 
/e  equations  are  changing.  A  big  cata- 
t  is  the  major  marketing  push  by 
ikcard  giants  Visa  USA  Inc.  and  Mas- 
Card  International  Inc.  The  two  asso- 
tions  recently  launched  competing  na- 
iwide  debit  programs  and  are  busy 
ing  to  sign  up  banks.  "One  of  the 
iblems  with  the  [debit  card]  industry 
'ore  was  that  it  was  very  regionalized 
1  sporadic,"  says  Richard  Mitchell,  as- 
iate  editor  with  newsletter  Bank  Net- 
rk  News.  "Large  retailers  weren't  too 
)py  because  they  couldn't  go  across 

whole  country  and  have  continuity 
OSS  stores."  Now,  retailers  are  begin- 
g  to  feel  they  must  start  accepting 
)it  cards  or  risk  losing  market  share 
competitors  who  do. 
)ebit  cards  have  been  offered,  often 
h  little  or  no  fanfare,  since  the  mid- 
Os.  Regional  efforts  have  boosted 
>it-card  use  on  the  West  Coast,  where 
ne  large  supermarket  chains,  gas  sta- 


tions, and  fast-food  restaurants  accept 
the  cards.  But  the  first  effort  to  launch 
a  nationwide  debit  program,  a  joint  ven- 
ture by  Visa  and  MasterCard,  became 
the  target  of  an  antitrust  suit  and  was 
dropped  in  1990.  The  same  state  attor- 
neys general  who  filed  the  earlier  suit 
are  still  wary  of  the  bankcard  associa- 
tions' separate  programs.  Although  they 
are  a  step  in  the  right  direction,  the  offi- 
cials say,  relatively  high  merchant  fees 
don't  seem  particularly  competitive  and 
may  be  inhibiting  the  development  of 
debit  cards. 


THE  DEBIT  CARD'S  TINY  SLICE 
OF  THE  PAYMENT  PIE 

HOW  CONSUMERS  PAY  AT  RETAIL  LOCATIONS 
Checks  7.6% 

Generol-purpose  credit  cards  5.5% 
Proprietary  credit  cards  5.3% 
Debit  cards  0.5% 


DATA:  PAYMENT  SYSTEMS  INC. 


Banks  offer  two  types  of  debit  cards: 
"on-line"  debit,  which  can  directly  access 
consumers'  bank  accounts,  and  "off- 
line," which  can't.  Off-line  is  more  estab- 
lished. That's  because  merchants  don't 
need  special  equipment  and  can  simply 
run  debit  cards  through  the  same  sys- 
tems they  use  for  credit  cards.  But  off- 
line cards  offer  more  risk  to  banks,  be- 
cause accounts  aren't  always  checked 
electronically  for  sufficient  funds  at  the 
time  of  purchase.  That  means  banks 
must  limit  off-line  cards  to  their  best 
customers.  Because  off-line  cards  don't 
require  a  big  investment  by  merchants. 
Visa  and  MasterCard  initially  promoted 
off-line  programs.  Visa's  off-line  pro- 
gram has  10.5  million  cardholders  while 
MasterCard's  similar  program  has  some 
2  million  cardholders. 

Newer  on-line  cards  require  a  special 
terminal  with  a  keypad  similar  to  those 
on  automatic  teller  machines.  The  sys- 


leni  t'liecks  Itank  accounts  for  sufficient 
funds  and  electronically  authorizes  the 
movement  of  money  from  the  card- 
holder's to  the  merchant's  bank  account. 
Because  there  is  no  risk  of  overdrawing 
consumer  accounts  with  on-line  cards, 
banks  can  offer  the  cards  to  all  their 
customers.  Still,  notes  Joel  Friedman,  a 
partner  with  Andersen  Consulting  Co., 
"Cardholders  can't  use  it  in  very  many 
places,  and  the  technology  investment  is 
still  beyond  the  reach  of  most  of  those 
merchants."  Another  drawback:  Con- 
sumers using  on-line  car'ds  lose  the  two- 
to  three-day  float  that  they  get  by  using 
a  check  or  an  off-line  debit  card. 
ATM  FACTOR.  In  the  on-line  debit  derby. 
Visa's  Interlink  network  has  a  big  head 
start  over  MasterCard's  Maestro  pro- 
gram. In  1991,  Visa  acquired  an  existing 
network  started  by  some  California 
banks  in  1983.  Last  year,  it  processed 
more  than  100  million  transactions  from 
12.5  million  cardholders.  That's  a  big 
pickup  from  previous  years,  but  it's  still 
a  small  portion  of  the  300  billion  total 
payment  transactions  to  mer- 
chants last  year.  Master- 
Card's program,  which  it 
started  from  scratch,  has  just 
450,000  cardholders  and  pro- 
cessed its  first  on-line  debit 
transaction  in  August.  So  far, 
of  the  nation's  more  than 
11,000  banks.  Interlink  has 
signed  up  347  financial  insti- 
tutions, mostly  banks.  Mae- 
stro says  256  banks  and  credit 
unions  have  signed  up. 

Believers  say  the  wide- 
spread use  of  ATMs  is  one  rea- 
son why  debit's  day  may  fi- 
nally have  come.  "Today  we 
have  roughly  200  million  ATM 
cards  in  the  country  that 
didn't  even  exist  five  years 
ago,"  says  Friedman.  "It  indi- 
cates a  willingness  of  a  large  portion  of 
the  public  to  use  plastic  to  access  their 
checking  account  routinely."  Advocates 
of  debit  say  the  cards  may  catch  on  be- 
cause debt-burdened  consumers  are  shy- 
ing away  from  credit. 

There's  no  doubt  that  momentum  is 
building  for  debit  cards.  "Most  banks 
realize  that  sooner  or  later  they'll  be 
offering  a  debit  card,"  says  Anne  Moore, 
president  of  Tampa-based  Synergistics 
Research  Corp.  "In  the  '70s,  it  was  'will 
we  or  won't  we?'  Now,  it's  a  question  of 
when."  But  while  competition  may  spur 
more  banks  to  offer  debit  cards  and 
more  merchants  to  accept  them,  there's 
still  no  guarantee  that  large  numbers  of 
consumers  will  want  them.  They're  well 
fortified  with  cash,  checks,  ATM  cards, 
and  handfuls  of  credit  cards.  Can  they 
really  be  cajoled  into  shelling  out  for  a 
new  kind  of  plastic? 

By  Suzanne  Woolley  in  New  York 
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WILLIAM  BERKLEY  HAD  A 
HARD  ACT  TO  FOLLOW:  HIMSELF 


The  onetime  stock  whiz  is  now  outpacing  the  insurance  industry 


B; 


,  y  the  time  William  R.  Berkley 
.quit  the  stock-picking  business  in 
'the  1970s  at  the  tender  age  of  29, 
he  already  had  put  in  more  than  a  de- 
cade of  successful  investing.  He  took  his 
first  plunge  at  12,  buying  stocks  with 
spare  money  from  a  lawn-mowing  busi- 
ness. He  rode  Decca  Record  Co.  from 
$18  to  $42,  as  the  company, 
whose  artists  included  the  best 
of  the  late-1960s  British  music, 
proved  as  big  a  hit  with  investors 
as  it  did  with  young  listeners. 
Later,  at  Harvard  business 
school,  Berkley  and  a  colleague 
ran  a  $2  million  mutual  fund  out 
of  a  four-bedroom  apartment. 
That  grew  into  their  $20  million 
Berkley  Dean  &  Co.,  which 
turned  out  to  be  one  of  the  stars 
of  the  go-go  1960s.  "I  don't  real- 
ly have  to  do  anything  for  the 
rest  of  my  life,"  Berkley  told 
BUSINESS  WEEK  in  1969. 

Yet  Berkley  has  since  found 
plenty  to  do.  The  precocious 
teenager  and  onetime  Wall 
Street  wonder  boy  today  is  the 
mellowed  46-year-old  chief  execu- 
tive of  W.  R.  Berkley  Corp.,  a 
group  of  specialty  insurance 
comjjanies  based  in  Greenwich,  Conn., 
with  $1.5  billion  in  assets.  Its  operating 
performance  has  significantly  outpaced 
industry  competitors.  And  while  other 
insurers  are  pulling  in  their  horns,  Berk- 
ley keeps  expanding.  "He  has  proven  to 
be  among  the  best  capital  allocators  in 
the  industry,"  says  analyst  William  L. 
Yankus  at  insurance  re- 
search company  Conning 
&  Co. 

ZAGACIOUS.  In  addition 
to  14'/;  of  W.  R.  Berkley, 
which  he  took  public  in 
1978,  Berkley  owns  inter- 
ests in  dozens  of  other 
small,  noninsurance  com- 
panies. He  is  the  largest 
shareholder  in  BancFlor- 
ida  F'inancial  Corp.,  a  Na- 
ples (Fla.)  savings  bank, 
and  is  chairman  of  Fine- 
vest  Foods  Inc.,  a  food- 
distribution  company. 
"Instead  of  a  portfolio  of 


publicly  traded  stocks,  I  have  a  portfolio 
of  businesses,"  says  Berkley. 

W.  R.  Berkley  is  something  of  an 
anomaly.  In  a  bureaucratic,  stodgy  in- 
dustry, Berkley's  collection  of  insurers  is 
run  by  entrepreneurial-minded  manag- 
ers who  earn  annual  returns  on  equity 
almost  double  the  9'a  industry  average 


W.  t.  BERKLEY 
ONaillBIN€ 


of  the  past  decade.  Net  income  in  1991 
was  $46.6  million,  up  29'/!  from  the  year 
before.  And  the  company's  stock  has 
more  than  doubled  since  1988  (chart). 

Berkley's  secret  is  to  zag  when  every- 
one else  is  zigging.  Take  his  regional 
insurance  group,  which  specializes  in 
covering  commercial  risks  in  the  Great 
Plains  and  the  South- 
west. In  the  mid-1980s, 
when  other  insurers  were 
fleeing  commercial  truck- 
ing because  of  heavy 
losses,  Berkley  jumped  in 
with  the  purchase  of  Car- 
olina Casualty  Insurance 
Co.  in  anticipation  of  a 
turn  in  the  market.  Sure 
enough,  the  company  has 
increased  its  premium 
volume  507'  in  the  past 
five  years,  to  $85.3 
million. 

While  many  insurers 
loaded  up  their  invest- 


ment portfolios  with  real  estate  and  jiik 
bonds,  Berkley  stuck  with  governnnt 
paper.  And  although  property /casu;,y 
insurance  prices  have  been  soft  )r 
years,  his  insurers  have  refused  to  pi;e 
risks  at  a  loss,  even  to  the  point  of  s- 
ing  business.  The  companies  enjoy  C((i- 
bined  ratios — the  amount  of  a  dollar  c  a 
premium  written  in  relation  to  losfs 
and  expenses — a  few  percentage  poit 
above  the  industry  average.  "We  ' 
get  an  adequate  rate  of  return  in  it 
flat  years,"  says  Berkley,  "and  a  terr 
return  in  the  accelerating  years." 
'THAT'S  LIFE.'  Berkley's  touch  isn't 
ways  golden.  He  has  taken  a  bath  in 
25/!  investment  in  BancFlorida.  It  enj< 
the  last  independent  banking  francl 
in  fast-growing  Southwest  Florida,  < 
Berkley  had  hoped  to  sell  out  to  a  lar 
bank.  Yet  BancFlorida's  real 
tate  problems  were  greater  i\ 
he  anticipated.  His  intere 
which  was  acquired  at  $13 
share,  now  is  worth  around 
and  the  bank  owes  him  some 
million  in  deferred  dividen 
Still,  says  BancFlorida  Chairn 
Ronnie  C.  May,  Berkley  is  sh( 
ing  no  signs  of  being  a  fi 
weather  investor.  Says  May:  " 
made  the  investment.  He  1 
stood  by  it." 

Berkley  has  had  even  less  h 
trying  to  bail  out  another  los 
He  bought  Finevest  Foods  w 
the  hope  that  it,  too,  would  b 
J  good  growth  candidate,  and 
pumped  in  millions  to  rescue 
Yet  widely  fluctuating  wholes 
milk  prices  and  some  bad  m; 
agement  decisions  forced  it  it 
Chapter  11  in  1991.  Berkley  re^ 
ons  he  personally  lost  close  to  $20  n 
lion  in  Finevest,  which  he  is  trying 
revive  as  a  much  smaller  company.  " 
nancially,  it  was  a  great  deal  of  mone 
he  says.  "But  that's  life." 

Berkley  can  well  afford  the  setbai 
His  holdings  in  W.  R.  Berkley  alone  i 
worth  some  $87  million.  He  also  has 
pricey  collection  of  American  paintin 
that  grace  the  cover  of  the  compan 
annual  reports  and  a  40-foot  boat  1 
deep-sea  fishing  off  Florida.  But  Berkl 
over  the  past  two  decades  has  learnec 
little  more  than  simply  how  to  make 
buck.  He  left  the  investment  manaj 
ment  business  because  he  thought 
would  be  more  comfortable  controlli 
his  own  fate,  rather  than  gambling 
the  ability  of  others.  Now,  he  knows  i 
not  that  simple:  "I  found  out  I  w 
wrong.  I  don't  own  the  businesses.  T* 
businesses  own  me."  That's  a  less 
that  some  smart  business  people  ne\ 
learn. 

By  Tim  Smart  in  Greenwich,  Cor 
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roi  IS  ail  eiigiiicei mg  services 
company... and  we  have  over 
200  field  otTices  all  over  the 
United  States." 

"So  when  we  started  our 
search  for  a  copier  supplier, 
service  was  a  big  factor.  Of 
course,  quality  and  price  were 
important  too. ..but  we  wanted 
a  company  that  would  take 
care  of  our  equipment  whether 
it  was  in  Jacksonville,  Florida, 
or  Portland.  Oregon." 

"Pitney  Bowes  has  really 
impressed  us.  For  example,  we 
opened  a  new  office  recently 
and  we  needed  a  copier  in  a 
hurry.  I  made  one  call  to  our 
Pitney  Bowes  rep. ..and  he  had 
a  loaner  delivered  the  very 
next  day.  They  really  take  the 
ball  and  run  with  it." 

"Right  now,  we  have  over 
130  Pitney  Bowes  copiers... 
and  we'll  continue  to  order 
more.  We'll  definitely  stay 
with  Pitney  Bowes.  We're 
very  pleased  with  their  price, 
their  quality  and  their  service." 

At  Pitney  Bow  es,  customer 
satisfaction  is  a  commitment 
that's  at  the  very  fiber  of 
our  business.  It  shapes  the 
attitudes  and  actions  of  our 
people.  And  it's  reflected 
in  the  quality  and  reliability 
of  our  products.  What's 
more,  we  back  it  up  with 
our  Customer  Satisfac  tion 
Guarantee-'''  For  more 
information,  call  l-SOO- 
MR  BOWES  ext.  2010. 


44 


When  we  went  looking  for 
copiers,  service  was  our  number 
one  concern... and  Pitney 


Bowes  was  our 
number  one 
choice." 


Michael  Kesselmayer 
Administrative  Coordinator 
Professional  Service  Industries,  Inc. 
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BY  GENE  G,  MARCIAL 


BEARISH  ON  THE 
MARKET?  ONE  PRO 
HEARS  A  BULL  RUN 


If  you're  one  of  the  many  who  be- 
lieve that  the  stock  market  has  no- 
where to  go  but  down,  investment 
pro  Abby  J.  Cohen  has  news  for  you. 
This  savvy  co-chair  of  Goldman  Sachs's 
Investment  Policy  Committee  is  very 
bullish-  She's  convinced  that  the  stock 
nictrket  is  currently  "undervalued  and 
a  compelling  buy." 

No,  she's  not  kidding — despite  the 
weaker-than-expected  economic  recov- 
ery. Cohen,  who  started  her  career  as 
an  economist  at  the  Federal  Reserve  in 
Washington,  bases  her  prognosis 
strictly  on  fundamentals:  earnings  and 
cash  flow,  inflation  and  interest  rates, 
dividends  and  price-earnings  ratios. 
She  insists  that  she's  not  invoking  wild 
numbers  to  reach  her  bullish  valuation. 
Her  earnings  forecasts,  she  argues, 
are  conservative.  They  assume  a  mod- 
est 12/v  rise  for  1992  and  another  12'/ 
in  1993. 

Cohen  sees  the  Standard  &  Poor's 
500-stock  index  rising  to  between  450 
and  460  from  the  current  415  over  the 
next  6  to  12  months  (say,  3500  to  3600 
on  the  Dow).  But  hitting  those  targets 
wouldn't  signal  the  end  of  the  bull 
market,  she  adds.  Cohen  predicts  that 
the  market  could  go  as  much  as  20'/< 
higher  than  current  levels,  to  nearly 
4000  on  the  Dow. 

She  is  advising  Goldman  Sachs  cli- 
ents to  invest  707'  of  their  portfolios  in 
stocks,  257'  in  long-term  bonds,  and  57 
in  cash.  Would  she  go  after  growth 
stocks?  Definitely,  says  Cohen.  In  par- 
ticular, she  favors  the  growth  stocks  in 
food  and  household,  drugs  and  health 
care,  and  regional  banks. 
FEEBLE  RECOVERY.  Cohen's  individual 
stock  picks:  Sara  Lee  and  Tambrands 
among  food  and  household  stocks; 
Merck  and  Pfizer  among  the  pharma- 
ceuticals; U.  S.  Healthcare,  the  HMO  op- 
erator, and  HC.'\-Hospital  Corp.  of 
America,  the  huge  hospital-manage- 
ment company,  in  health  care;  and  Na- 
tionsBank, Banc  One,  and  Wells  Fargo 
among  the  banks.  Cohen  is  also  "in- 
trigued" by  certain  technology  stocks: 
Deil  Computer,  which  makes  IBM-com- 
patible personal  computers,  and  Read- 
Rite,  a  producer  of  thin-film  recording 
heads  for  disk  drives.  Apart  from  prov- 
en track  records  for  earnings,  these 
companies,  whose  products  and  ser- 


COHEN:  THE  MARKET  IS  'A  COMPELLINC  BUY' 


vices  are  leaders  in  tlieir  respective 
markets,  have  strong  unit  sales. 

Cohen  believes  the  bull  market  has 
been  stalled  by  such  near-term  worries 
as  the  feeble  economic  recovery,  the 
dismal  economies  in  Europe  and  Japan, 
and  the  prospects  of  a  Clinton  victory 
on  Nov.  3.  Cohen  maintains  that  inves- 
tors have  come  to  "know  and  under- 
stand Clinton  better."  My  sense,  she 
says,  is  that  a  "Clinton  victory  won't 
be  that  alarming  to  investors." 

And  when  the  world  economy  finally 
gets  on  its  recovery  course,  she  says, 
"it  will  be  long-lasting."  The  time  to 
buy  equities  is  now,  Cohen  says. 


DIALING  INTO 
CHINA'S  GROWTH 


What  small  company  in  the 
West  has  swayed  both  the 
communist  People's  Repub- 
lic of  China  and  Germany's  Deutsche 
Bank  to  take  a  stake  in  it?  Answer: 
Canadian-based  MTC  Electronic  Tech- 
nologies, which  has  signed  several  joint 
ventures  with  the  Chinese  government 
to  build  and  operate  a  cellular  tele- 
phone network  and  a  fax-machine  fac- 
tory in  Shanghai,  China's  second-larg- 
est city.  Deutsche  Bank  bought  a  127 
stake  in  MTC  in  a  private  placement 
that  raised  $14  million  for  MTC.  China 
paid  $18  million  for  its  127"  stake. 

Several  pros  insist  that  MTC  is  one  of 
the  best  ways  to  participate  in  China's 
growth.  Since  the  early  '70s,  the  com- 
pany has  been  selling  Chinese  goods 
such  as  color  TV  sets  and  vcRs  in  Cana- 
da, Mexico,  and  the  U.  S.  In  June,  MTC 
took  a  287''  share  in  government-con- 
trolled  Shanghai   Cellular  Telephone 


Joint  Venture,  formed  to  run  a  cellular 
phone  system  in  greater  Shanghai. 

There  is  a  three-  to  five-year  wait  for 
noncellular  phone  installations  in 
Shanghai,  which  has  26  million  people, 
says  analyst  Steve  Reid  of  H.J.  Mey- 
ers, a  Beverly  Hills  (Calif.)  research 
firm.  The  MTC  phone  system  could  be  in 
operation  as  early  as  November,  says 
one  insider. 

"MTC's  prospects  in  China  could 
make  it  a  big  winner,"  says  President 
Warren  Greene  of  American  Investors 
Advisors.  The  stock  traded  at  10  last 
year  on  NASDAQ  but  is  now  down  to  5. 
The  drop  stems  from  investor  worry 
about  the  political  situation  in  China, 
explained  MTC  Chairman  Miko  Leung. 
"But  I'm  not  worried." 

At  its  current  price,  the  stock  is  a 
bargain,  says  Greene,  who  believes  it 
could  double  in  a  year,  when  the  phone 
system  is  off  and  running.  He  expects 
revenues  to  climb  to  $57  million  in  1993 
vs.  $42  million  this  year.  Earnings 
should  jump  to  65$  to  75$  a  share  vs. 
36$  this  year. 


THIS  MAINFRAME 
JUST  MAY  POWER  UP 


ainframe  computer  makers 
1  are  probably  the  most  unloved 
I  among  the  depressed  technol- 
ogy stocks.  Yet  the  lumbering  main- 
frame companies  may  stage  a  sharp 
comeback  when  the  economy  recovers. 
That's  what  money  manager  Scott 
Black  believes,  and  he's  buying  not  IBM 
but  Amdahl  shares,  now  down  to  13 
from  a  high  of  20.  Why? 

Technically,  the  stock  has  become  at- 
tractive because  it  has  dropped  to  a 
new  low,  and  it's  selling  below  its  book 
value  of  $14  a  share,  notes  Black.  But 
more  than  that,  he  sees  Amdahl — a 
maker  of  IBM-compatible  high-perfor- 
mance computer  systems — posting 
strong  results  next  year,  thanks  to  its 
new  5995M  mainframe  computers. 

Black,  president  of  Delphi  Manage- 
ment in  Boston,  estimates  1993  sales  of 
$3.4  billion  and  earnings  of  $1.50  a 
share,  up  from  1992's  estimated  $2.8 
billion  and  50$,  respectively.  With  the 
warm  response  to  its  new  products  and 
the  huge  order  backlog,  he  sees  Am- 
dahl's net  hitting  $2.20  in  1994.  His 
estimates  are  higher  than  the  Street's 
consensus.  Part  of  his  bullishness 
stems  from  the  belief  that  Amdahl  will 
boost  profit  margins  next  year  to  8% — 
far  below  the  peak  of  127  in  1988  but 
way  above  this  year's  57.  Black  fig- 
ures the  stock  could  hit  30  in  a  year. 
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Avo  reasons  to  choose  the  Quiet  Con^any. 


/  ^ur  daughter. 
2.  The  superior  financial  st  rength  of  Northwestern  Mutual  Life. 

A^rth western  Mutual  Life  has  always  received  the  highest  possible  ratings 
for  financial  strength  from  Moody's,  Standard  &  Poor's,  A.M.  Best  and 
Duff^ &  Phelps.  It  has  also  been  consistently  ranked  "the  most  financially 
sound  life  insurance  company"  in  an  annual  7v'/V////r'magazine  study. 

The  more  reasons  you  have  tor  wanting  the  most  secure  life  insurance, 
the  better  the  Quiet  Company  sounds. 

Nprthvy^stern 

The  Quiet  Comf^any® 


©  1992  The  Northwestern  Mutual  Life  Insurance  Companv,  Milwaukee.  Wisconsin.  Reprinted  by  permission  ol  Moody's.  Standard  &  Poors,  A.M.  Best,  Dull  &  Phelps  and  Fortune. 


EXECUTIVES 


THOMPSON:  TO  APPEAL  TO  WOMEN,  SHE  CHANGED  MACHO  ADS  TO  SOFTLY  NOSTALGIC  ONES 


WOMAN  POWER 
AT  MAZDA 


Jan  Thompson's  marketing  savvy  is  steering  it  through  the  slump 


When  Jan  Thompson  remem- 
hevs  the  early  days  of  her  20- 
year  career  in  the  car  busi- 
ness, she  sounds  like  a  World  War  I 
survivor  describing  the  trenches:  It 
wasn't  fun  by  any  means,  but  there's  a 
cei'tain  wistfulness  in  recalling  the  chal- 
lenge. As  the  first  woman  field  "sales- 
man" in  Chrysler  Corp.  history,  her  in- 
itial territory  was  inner-city  Detroit. 
Crime  was  rampant,  the  product  was 
shoddy,  and  the  car  dealers— well,  you 
know  al)out  car  dealers.  "It  was  the  slea- 
ziest district  in  Detroit,"  she  says  with  a 
shrug.  Still,  she  got  through  it. 

Thompson  has  been  a  woman  inlaying 
a  man's  game  for  years.  But  as  mar- 
keting vice-president  for  the  Mazda  Div. 
of  Mazda  Motor  of  America  Inc.— and 
the  highest-ranking  woman  in  the  heav- 
ily male  ba.stion  of  auto  sales— she's  final- 
ly playing  l)y  her  own  rules.  She  has 
been  a  key  to  the  once-dowdy  carmak- 
er's turnaround.  And  while  most  auto 
makers  direct  their  marketing  efforts 
at  men,  Thompson  has  unabashedly  fo- 
cused on  women.  "Women  are  now  buy- 
ing by  default,  because  nobody  is  reach- 
ing out  to  them,"  she  says. 

Since  Thompson  arrived  at  Mazda 
four  years  ago,  the  company  has  rein- 
\'ented  itself.  What  used  to  be  known  as 


a  seller  of  reliable  cars  that  were  cheap- 
er than  Toyotas  and  Hondas  is  now  ap- 
pealing to  buyers  who  consider  them- 
selves outside  the  mainstream— and  are 
willing  to  pay  a  bit  more  to  prove  it. 
Five  revami)ed  car  lines,  plus  the  racy 
Miata  roadster  introduced  in  1989, 
helped  Mazda  post  a  scant  2%  decline  in 
passenger  car  sales  last  year,  when  the 
market  generally  plunged  12%.  This 
year,  Mazda  car  sales  are  up  slightly, 
while  the  market  overall  is  flat. 

Thompson's  secret  has  lieen  to  avoid 
the  engine-racing,  macho  image  por- 
trayed l\y  most  U.  S.  car  companies.  Be- 
ginning with  the  softly  nostalgic  ads 
that  ushered  in  the  Miata,  she  hasn't 
l)een  afraid  to  make  a  more  personal 
appeal.  If  her  ads  are  warm  and  fuzzy, 
however,  Thompson  most  certainly  is 
not.  After  two  decades  selling  cars,  she 
can  sound  like  a  grizzled  veteran— and 


The  Thompson  touch 
is  at  least  partially 
responsible  for  the  Miata's 
spectacular  debut 


Mazda  dealers  love  her  ability  to  spea 
their  often  salty  language.  Thompso 
considers  that  an  advantage:  By  learnin 
the  game  from  the  inside-out,  she  ca 
break  the  rules  with  more  confidence.^! 

A  Motor  City  native,  with  an  MB 
from  the  University  of  Detroit,  Thorn] 
son  spent  12  years  climljing  the  ranks  i 
Chrysler  to  become  distribution  manaj 
er  in  Los  Angeles.  There,  she  jumped  i 
Toyota  Motor  Sales  USA  Inc.,  where  si 
later  joined  a  three-person  team  respo: 
sible  for  Lexus,  Toyota's  entry  into  tl 
luxury-car  business.  Thompson  wrot 
the  Lexus  marketing  plan,  selected  tl 
logo,  chose  the  ad  agency— but  left 
year  before  the  cars  were  launched. 
SISTERHOOD  SELLS.  The  lure  of  Mazda, 
turned  out,  was  just  too  great.  In  198 
the  Japanese  parent  merged  its  thn 
U.  S.  distributors  into  a  single  sales  un: 
As  advertising  vice-president,  Thom 
son's  tough  decisions  came  fast.  SI 
made  Foote,  Cone  &  Belding  Commur 
cations  Inc.  sweep  clean  its  Santa  Ai 
(Calif.)  office.  She  got  rid  of  the  vagi 
"the  Mazda  Way"  campaign  and  Jam( 
Garner,  its  longtime  spokesman.  H( 
touch  was  apparent  the  next  year  wit 
the  spectacular  Miata  debut.  With 
months,  all  Mazda  ads  had  a  new  them 
"It  just  feels  right."  Says  market  r 
searcher  J.  Jesse  Snyder  of  AutoFac 
Inc.:  "Jan  Thompson  has  really  been  tl 
visionary  at  Mazda." 

Thompson  insists  she  has  never  fe 
out  of  place  during  her  career.  Playir 
plenty  of  golf  and  schm.oozing,  she  g( 
along  fine,  although  she  always  kiie' 
when  to  go  home:  "You  have  to  kiiu 
when  to  let  boys  be  boys."  But  she  £ 
ways  felt  that  carmakers  were  wror 
in  the  assumption  that  focusing  on  wor 
en  buyers  might  tarnish  their  brand  ir 
ages.  So,  as  she  eventually  picked  i 
all  of  Mazda's  marketing  duties,  wom( 
customers  became  her  special  target. 

Besides  the  ads,  she  pumped  up  spo 
sorship  of  such  high-profile  women 
events  as  the  Mazda  LFCA  Champio 
ship  in  golf  and  the  Mazda  Tennis  Cla'' 
sic  in  women's  tennis.  Next  came  tli 
Mazda  Golf  Clinics  for  Executive  Wor 
en,  which  teach  golf  as  a  business  nei 
working  tool— while  building  goodw 
among  affluent  women. 

Thompson  attends  all  the  clinic 
which  impressed  one  participant,  Deni: 
Desautels,  director  of  brokerage  saL 
for  a  franchisee  of  New  England  Mutu 
Life  Insurance  Co.  Desautels,  who  driv-! 
a  Saab,  is  now  thinking  about  buying  I 
Mazda.  "People  do  business  with  peopi 
they  feel  comfortable  with,"  she  sayi 
That's  something  for  the  boys  in  D| 
troit  to  think  about. 

Bt/  Larry  Armstrong  in  Los  Angel \ 
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Brilliant  Diamond. 


OPTIONS 
TONE  ■ 
MODE 


en 


ADiamondTel 


The  new  DiamondTeP  22X  cellular  phone  by 
Mitsubishi  Electronics.  J-^.  Shown  actual  size,  the 
DiamondTel  pocket  phone  is  ultra  thin  and  weighs  a 
mere  7.7  ounces,        Yet  it  fits  naturally  from  ear  to 


mouth  and  gives  you  a  full  hour  ot  talk  time  (or  two 
and  a  half  hours  with  the  high  capacity  battery), 
New  features  include  a  high-performance  antenna  for 
outstanding  signal  and  sound  quality,  a  built-in  pager, 
any  key  answering  and  auto  answer.        You'll  also 
want  to  see  the  new  DiamondTel  M14  Mobile  Phone. 

With  sleek  styling  and  numerous  features,  it's  sur- 
prisingly affordable. 

A  DiamondTel' 


For  more  information,  call  (708)  298-9223 

Mitsubishi  Electronics  America,  Inc. 

800  Biermann  Court,  Mount  Prospect,  IL  60056 

©1992 


RESEARCH  I 


A  SHOT  IN  THE  ARM 
FOR  DRUGMAKERS 


Delivery — via  patches,  pumps,  even  pulses — is  the  hot  pursuit 


At  a  sprawling  office  park  in  Red- 
wood City,  Calif.,  four  converted 
printing  presses,  each  the  size  of 
a  minivan,  punch  out  3  million  nicotine 
patches  a  week  at  Cygnus  Therapeutic 
Systems.  Cygnus,  which  launched  its  Ni- 
cotrol  patch  with  Warner-Lambert  Co.  in 
August,  says  it  has  since  doubled  its 
capacity  to  meet  demand.  Rival  patch 
producers,  who  suffered  shortages  earli- 
er this  year,  are  scrambling  to  catch  up. 
To  everyone's  surprise,  the  nicotine 
patch  has  become  one  of  the  hottest 
pharmaceuticals  in  history.  First-year 
sales  could  top  $800  million — double  the 
most  upbeat  predic- 
tions. 

The  popularity  of 
patches  that  help  people 
quit  smoking  is  just  one 
sign  that  finding  superi- 
or ways  of  delivering 
drugs  to  the  body  can 
offer  a  huge  payoff  to 
drugmakers.  After 
years  of  research  and 
of  lobbying  large  phar- 
maceutical houses  to 
use  their  technologies, 
companies  such  as  Alza 
Corp.  in  Palo  Alto, 
Calif.,  and  Elan  Corp.  in 
Westmeath,  Ireland, 
have  produced  gold- 
mines from  such  prod- 
ucts as  the  transdermal 
patch  and  once-a-day 
pills  that  dispense 
drugs  more  precisely. 
"Major  milestones  have 
been  reached,"  in  drug- 
delivery  technology, 
says  Robert  Langer,  a 
professor  of  biochemi- 
cal engineering  at  Mas- 
sachusetts Institute  of 
Technology. 

NEW  LIFE.  These  ad- 
vances are,  foremost,  a 
boon  to  patients.  They 
boost  effectiveness  and 
limit  side  effects  by  pre- 
cisely controlling  how 
quickly  drugs  are  re- 
leased in  the  body,  by 


keeping  drugs  at  a  constant  level,  and 
by  delivering  them  exactly  where 
they're  needed.  They  also  promise  to 
greatly  expand  the  usefulness  of  large, 
fragile  proteins  such  as  insulin  and  of 
many  biotech  drugs,  which  currently  can 
be  administered  only  by  injection. 

For  drugmakers,  meanwhile,  a  new 
delivery  system  garners  up  to  17  years 
of  patent  protection.  And  that  can  great- 
ly extend  the  life  of  an  aging  compound. 
"Historically,  the  major  breakthroughs 
have  come  because  people  invented 
drugs,"  says  Martin  S.  Gerstel,  co-chair- 
man of  Alza,  the  best-known  drug-deliv- 
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NEW  SCHEMES  FOR  DEIIVERING  DRUGS  TO  THE  BODY 

These  are  the  latest  technologies  for  getting  drugs  fo  where  they  do  the  most  good 


t/ 


HELPER  COMPOUNDS 

Materials  such  as  polymers  or  enzymes  are 
attached  to  cancer  agents,  growth  hormones,  or 
insulin  to  help  guide  them  intact  to  their  targets 
Companies:  Alkermes,  Enzon 

ORAL  CONTROLLED-RELEASE 

Pills  containing  miniature  pumps,  microencapsu- 
lated particles,  or  a  nondissolving  sponge  shepherd 
drugs  through  the  gastrointestinal  tract  and  slowly 
release  them  into  the  bloodstream 
Companies:  KV  Pfiormoceut/ca/s,  Alza,  Elan,  IVAX 

POLYMER  IMPLANTS 

Small  polymer  wafers,  capsules,  or  gels  containing 
drugs  ore  implanted  or  injected  next  to  tumors  or 
infections.  Some  dissolve  as  they  release  the  drug, 
others  must  be  removed 
Companies:  Nova,  Matrix,  ICI 

TRANSDERMAL  PATCHES 

A  skin  patch  steadily  releases  the  right  dosage  into 
the  bloodstream.  New  ones  may  use  electrical 
current  to  deliver  protein-based  drugs,  vvhich  are 
large  molecules  and  now  must  be  injected 
Companies:  Alza,  Cygnus,  Elan,  Lohman 


DATA:  WILKERSON  GROUP  BW 


MICROSPHERES 

Drugs  are  enclosed  in  microscopic  particles 
made  of  polymers  or  fatty  compounds  known  as 
liposomes.  These  ore  injected  or  implanted  at  the 
disease  site,  permitting  slow  release  over  time  and 
potentially  lowering  the  drug's  toxicity 
Companies:  Vestor,  Liposome  Co.,  Liposome 
Technology,  EnzyTech,  Emisphere 


ery  research  company.  "Now,  there's 
new  pathway  to  important  products." 

Most  of  the  cutting-edge  research 
taking  place  at  Alza  and  several  doz( 
startups,  which  are  drawing  investor 
In  February,  Zynaxis  Inc.,  a  Malvei 
(Pa.)  company  that  is  developing  ways 
attach  drugs  for  vascular  ailments,  a 
thritis,  and  cancer  to  diseased  cell 
raised  $23  million  in  an  initial  public  c 
fering.  Enzon,  based  in  South  Plainfiel 
N.J.,  has  raised  $91.7  million  since  i 
founding  in  1983.  Big  drugmakers  car 
wait  to  forge  alliances  with  such  comp 
nies.  Last  November,  Ciba-Geigy  C 
struck  a  deal  to  license  an  estrog( 
patch  from  Miami-based  Noven  Pharm 
ceuticals  Inc.  and  invested  in  the  stai 
up.  In  April,  Eli  Lilly  &  Co.  invested 
million  in  Zynaxis.  And  Alza  counts  su( 
big-name  companies  as  Pfizer,  Merc 
and  Marion  Merrell  Dow  as  clients.  Cy 
nus  CEO  Gregory  B.  Lawless  boasts  th 
he  has  fielded  calls  from  executiv( 
across  the  industry  inquiring  about  h 
company's  research:  "You  can  hear  'e 
drool  on  the  phone." 

Who  can  blan 
them?  Developing 
new  drug  costs  $2! 
million-plus,  and  wi 
ning  marketing  appro 
al  can  take  up  to  : 
years.  Extending  pa 
ents  with  a  new  meth< 
of  administering  druj 
is  cheap  by  compariso 
Take  the  case  of  Pr 
cardia,  Pfizer's  top-se 
ing  anti-angina  drug, 
key  patent  for  it  w; 
set  to  expire  in  ear 
1991,  and  generics  ma 
ers  were  starting  to  c: 
cle  when  Alza  reform 
lated  the  drug  from 
three-times-a-day  to 
once-daily  version  call* 
Procardia  XL.  Launch* 
in  1989,  the  drug  ei 
ploys  a  controlled-r 
lease  technology  th 
Alza  President  Jane 
Shaw  calls  "the  worlc 
smallest  pump."  Tl 
niedicine  sits  in  oi 
chamber  of  the  pill, 
polymer  sponge  in  a 
other.  As  the  sponj 
absorbs  body  liquids, 
swells,  pushing  out  tl 
drug  through  a  las( 
drilled  hole  over  a  pe 
od  of  time. 

This  year,  sales 
Procardia  XL  may  hit  • 
billion,  up  from  a  or 
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Raw.  Power.  Image. 


A  powerful  image  disarms  the  competition. 
In  the  corridors  of  the  corporate  jungle  only  the 
strong  survive.  A  fine,  hand-sewn  suit  can  make  you 
feel  indestructible.  Take  on  the  world  with  Sanieena. 
Individually  designed  custom  apparel  and  distinctive 
accessories  for  men  and  women.  We  create  your 
individual  pattem  to  your  precise  measurements. 
On  your  terms,  fitting  your  schedule.  Advise  you 
on  the  colors  and  styles  that  give  you  the  strongest 
advantage.  Choose  from  our  complete  line  of 
executive  suits,  shirts  and  blouses,  evening  wear, 
overcoats  and  hand-crafted  leather  garments. 


Over  45  distinctive  styles  for  men  and  75  for 
women.  Classic  wools,  silks,  cottons,  camel  hair 
and  cashmere  from  the  United  States,  England, 
France  and  Italy.  Complete  your  total  image  with 
silk  ties,  exotic  scarves,  crocodile  belts  and  Italian 
handmade  shoes.  Now  is  the  time  to  make  the 
ultimate  statement.  Start  by  ordering  a  suit  from 
Sameena  today.  The  power  to  transfomi  your 
image  is  in  your  hands.  Tear  out  the  attached  card 
and  mail  it.  Before  the  competition  does. 
Or  break  out  of  your  shell  and  call. 


1-800-572-6336 


(Still  wavering?  Take  advantage  of  us.  We're  so  confident  in  our  abdity  to  deliver,  that  we'll  put  ourselves  on  the  line. 
We  offer  a  custom-tailored  shirt  or  blouse  made  from  the  finest  French  cotton  with  your  first  order.  On  us. 
No  threads  attached.  Offer  good  through  Oc  tober  30,  1992.  Satisfaction  unconditionally  guaranteed.) 

SAMEENA  -  BECAUSE  YOUR  IMAGE  MEANS  BUSINESS. 


Representatives  located  in  all  major  metropolitan  areas  including: 
Hy  Hills  •  San  Francisco  •  Chicago  •  New  York  •  Boston  •  Philadelphia  •  Washington,  D.C.  •  Dallas  •  Houston  •  Atlanta  •  Miami  •  New  Orleans 
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ADVERTISEMENT 


The  Future  of 
Home  Entertain  merit 
Laser-Optical  Format 
and  Interactive 
Technology 


The  Explosive  Growth  in  Home 
Entertainment  Technology 

New  technology  for  home  entertain- 
ment is  advancing  at  a  rate  most  of 
us  can  hardly  fathom.  From  home 
audio  visual  (AV)  systems  to  com- 
puters, a  wave  of  new  technology 
has  appeared  over  the  past  decade,  bringing 
vast  improvements.  But  the  speed  of  these 
developments  has  also  created  confusion  in 
many  people's  minds  during  recent  years. 

Significant  developments  have  taken  place 
not  only  in  terms  of  new  functions  on  existing 
equipment,  but  also  in  the  proliferation  of 
new  technology.  We've  seen  the  rise  of  the 
video  cassette  recorder  (VCR),  compact  disc 
(CD),  laser  disc  (LD),  digital  audio  tape 
(DAT),  mini  disc  (MD),  digital  compact 
cassette  (DCC),  CD-ROM,  and  CD-I,  just 
to  name  a  few,  and  who  knows  what  may 
come  next?  This  brings  up  all  sorts  of 
questions:  Which  of  today's  "state  of  the 
art"  technology  is  most  promising,  and 
which  will  be  tomorrow's  version  of  the 
8-track  tape  player?  Which  technology  will 
be  compatible  with  other  technology? 
And  there  is  finally  the  question  of  software. 
Will  the  best  quality  hardware  necessarily 
have  a  full  range  of  accessible  software? 

The.se  are  important  questions.  But  for 
most  people,  the  questions  don't  stop  at 
ju.sl  trying  to  understand  the  technology. 
Consumers  also  need  to  differentiate  the 
makers  of  the  different  equipment,  especially 
since  many  simultaneously  develop  compet- 
ing technology. 

Pioneer's  Leadership  in 
Laser-Optical  Technology 

With  all  the  confusing  and  some- 
times conflicting  claims. 
Pioneer  Electronic  is  one  maker 
that  is  easy  to  differentiate.  A 
leader  in  laser-optical  tech- 
nology. Pioneer  is  dedicated  to  this  format. 
More  than  twenty  years  ago,  before  the  first 
VCR  was  even  on  the  market.  Pioneer  had 


Pioneer's  Rewritable  Videodisc 
Recorder  VDR-V100 

already  recognized  the  superiority  of  this 
format  for  AV  home  entertainment.  And 
they  have  pursued  this  technology  relentlessly. 
In  1980,  they  offered  their  first  mass 
produced  optical  video  disc  player,  which  is 
commonly  referred  to  as  the  laser  disc  (LD) 
player.  And  they  have  remained  an  innovator 
in  the  field. 

Today,  most  people  have  some  knowledge 
of  laser-optical  technology  due  to  CD.  But 
actually  the  first  system  to  employ  laser 
technology  was  LD.  Although  not  as  well 
known  as  CD,  LD  is  rising  in  both  popularity 
and  stature,  and  in  many  respects  holds  the 
greatest  potential  for  enhancing  the  quality 
and  convenience  of  home  entertainment. 


Professional  studios  and  broadcasting  stations 
rely  on  Pioneer's  VDR-V100  for  its  fast  access 
time  and  excellent  sound  and  image  quality. 

These  systems  work  on  the  .same  principle; 
a  laser  beam  reads  and  reproduces  memory 
signals  from  a  disc.  The  advantages  are  sig- 
nificant: quick  random  access,  consistently 
high  reproduction  quality,  and  excellent 
software  durability.  But  the  fundamental 
distinction  between  the  two  is  LD's  greater 
capacity;  it  produces  high  quality  moving 
visuals  in  combination  with  the  superior 
sound  of  CD. 

Pioneer  is  one  of  only  a  few  electronics 
makers  with  a  strong  commitment  to  the 


Pioneer  incorporates  high-density  recof 
and  reproducing  technologies  in  many  i 
product  development  programs  related^ 
optical  disc  systems. 

laser-optical  format.  In  1984, 
announced  one  of  the  most  impo 
developments  in  laser  technology 
world's  first  compatible  CD/LD  p 
a  system  capable  of  playing  either  CD  o 
The  advantages  have  proven  tremeni 
By  developing  technology  that 
compatible  with  existing  hardware 
software,  this  system  was  easily  ad( 
as  the  central  unit  in  an  integrated 
AV  system. 

Pioneer  has  continued  to  make  impo 
advances  in  the  field.  Most  importan 
the  ability  to  write  (record),  something 
has  done  for  years,  but  has  only  rec 
been  available  for  laser.  Pioneer  wa 
first  to  accomplish  this  (1989),  and 
their  recordable  laser  video  disc  sys 
VDR-VlOO,  is  used  professionally 
notably  by  American  and  Japanese 
stations  which  need  to  edit  news  and  s 
programs  instantly.  And  in  late  1992 
VDR-V1(X)  will  be  available  in  Euro] 
the  PAL  format.  Because  this  sy 
incorporates  separate  optical  head 
recording  and  erasing,  these  operation 
be  done  simultaneously,  providing  av( 
access  time  of  only  0.3  seconds  And 
for  this  system  allow  over  I  million  e 
record  operations,  and  can  hold  as  mu 
32  minutes  of  visual  motion  on  each 
while  maintaining  excellent  sound  and  ii 


ADVERTISEMENT 


No  other  type  of  system  approaches 
;1  of  performance. 
1  professional  applications  this 
ed,  one  can  well  imagine  that 
ler  use  is  not  far  behind.  Currently, 
is  developing  a  recordable  CD  system 
cordable  LD  system  for  home  use.  In 
1,  Pioneer  is  working  to  keep  its  laser 
5  compatible  with  technological 
ments  in  other  areas  of  home  enter- 
it.  The  best  example  is  with  High 
ion  Television  (HDTV).  Pioneer  has 
developed  and  marketed  a  high 
on  LD  system  for  Japan. 
Ihe  future  digital  era,  Pioneer  is 
ing  new  technology  for  both  LD  and 
at  will  dramatically  increase  the 
of  information  that  can  be  stored  on 
One  such  development  is  called 
ssion  technology,  which  will  allow 
Jtion  for  visual  motion  to  be  stored 
c  digitally.  This  will  allow  a  CD  sized 
include  lengthy  visual  motion.  In 
1,  Pioneer's  accumulated  knowledge 
I  its  many  years 
-optical  work 
low  them  to 
mprovements 
density  record- 
terms  of  both 
re,  with  short- 
elength  laser, 
pick-up  and 
ontrol  tech- 
and  software 


Pioneer's  commit ment  to  laser  technology 
is  no  arbitrary  decision:  the  high  potential 
of  laser  perfectly  matches  their  corporate 
philosophy.  Above  all  else.  Pioneer  is 
interested  in  improving  the  quality  and 
potential  of  home  entertainment.  And  of 
all  today's  technology,  laser  is  the  ideal 
means  of  accomplishing  this  goal.  Pioneer 
is  unwilling  to  market  any  technology  at 
the  expense  of  losing  any  degree  of  sight 
and  sound  reproduction  quality.  Even  if 
some  new  development  seems  to  offer  the 
promise  of  a  minor  new  consumer  benefit. 
Pioneer  will  not  pursue  it  if  it  means  making 
sacrifices  in  overall  quality. 

The  Wave  of  the  Future- 
Laser  Disc  and  Interactive 
Technology 

The  future  belongs  to  laser  tech- 
nology. Not  only  because  of  the 
superior  sight  and  sound  quality 
and  greater  convenience  provided 
by  its  greater  memory  and  access 
time.  But  also  because  of  laser's  promising 
future  at  the  center  of  integrated,  fully 
compatible  home  entertainment  systems. 
We  are  not  far  from  a  time  when  all  facets  of 
home  entertainment,  from  AV  to  the 
computer,  will  be  fully  integrated.  And  an 
essential  part  of  this  system's  foundation  will 
be  laser-optical  technology. 

The  primary  technology  that  will  enable 
laser  to  move  into  this  position  is  CD-ROM 
(Compact  Disc  Read  Only  Memory).  One  of 
the  operations  offered  by  CD-ROM  is 
"interactivity"  between  user  and  machine. 
This  is  referred  to  as  CD-I  (Compact  Disc 
Interactive).  Here,  a  single  disc  holds  all 
necessary  control  programs,  and  sound  and 
image  data  to  perform  complex  multimedia 
functions.  With  this  kind  of  system,  a  person 
"interacts"  with  software,  asking  questions, 
playing  computer-type  games,  working 
through  a  geography  course,  or  even  creat- 
ing stories.  And  this  technology  holds  even 
greater  promise  for  the  future.  Once  CD-I  is 
capable  of  visual  motion  that  meets  high 
consumer  standards,  a  viewer  of  a  movie  may 
be  able  to  actively  participate  in  story 
development  and  determine  various  endings. 
Amony  (he  many  educational  advantages  is 
that  students  can  learn 
by  trial  and  error.  One 
such  possibility  exists 
in  biology  classes. 


Schools  in  Europe  and 
the  United  States 
have  included  Pioneer 
educational  AV 
programs  in  their 
curriculums  to  help 
stimulate  the  imagina- 
tions of  students. 


where  software  programs  can  simulate  a 
dissection. 

Encouraged  by  the  high  potential  of  CD-I, 
Pioneer  took  this  one  step  further  with 
LD-ROM,  which  incorporates  the  best 
aspects  of  CD,  LD  and  CD-ROM.  This 
system  is  capable  of  simultaneously  offering 
high  quality  sound,  high  quality  long 
running  visual  motion,  and  interactive 
applications.  Currently  CD  has  only  about 
540Mb  of  digital  signal  memory  to  store  both 
audio  and  visual  information,  while  LD 
has  540Mb  of  digital  signal  memory,  plus 
analog  storage  space  for  up  to  60  minutes 
of  visual  motion. 

Just  as  Pioneer  believes  that  LD  has  the 
greatest  potential  for  revolutionizing  general 
home  entertainment,  they  feel  that  LD-ROM 
can  offer  a  new,  more  sophisticated  form  of 
home  entertainment.  LD-ROM  is  the  most 
promising  future  technology  for  providing  an 
interactive  multimedia  world  that  is  simul- 
taneously educational,  fun,  and  personally 
fulfilling.  It  is  the  most  feasible  way  to  com- 
bine high  quality  video  images,  CD  sound, 
and  system  data  information.  And  for  the 
foreseeable  future,  this  will  remain  the  case. 

Pioneer's  Dedication  to 
The  Art  of  Entertainment 


Throughout  the  world,  Pioneer  has  a  growing 
reputation  for  offering  state  of  the  art  tech- 
nology that  is  shaping  the  future. 

Pioneer  is  on  the  leading  edge  of 
improving  home  entertainment 
through  the  advancement  of  laser- 
optical  technology.  To  explore  this 
potential  to  the  fullest,  a  company 
must  do  more  than  just  build  great  hardware. 
They  must  also  be  intimately  involved  in  the 
myriad  applications  of  their  hardware.  And 
they  must  have  a  vision  of  how  it  best  suits 
the  needs  of  the  future. 

A  couple  of  years  ago.  Pioneer  adopted 
a  new  brand  slogan,  "The  Art  of  Enter- 
tainment". The  philosophy  behind  this 
slogan  is  that  state  of  the  art  technology 
needs  to  be  directed  at  creating  vivid, 
true-to-life  experiences  for  all  people.  It 
means  working  toward  a  future  in  which 
technology  will  continue  to  play  a  fulfilling 
role  for  everyone  the  world  over. 


CD  PIONEER 

The  Art  of  Entertainment 


Schwab  wrote  the  book  on  ho^ 
to  find  a  Financial  Advisor. 


As  your  capital  multiplies,  so  does 
the  time  and  skill  it  takes  to  invest 

If  you're  like  many  investors,  you 
might  prefer  professional  guidance. 
At  Schwab,  we  recommend  getting 
objective  advice  that's  free  of  sales 
)ressure.  So  we  wrote  this  book  to 
help  you  find  an  expert— one  who's 
conc(^rned  with  you  r  best  interests. 

The  Charles  Schwab  Guide  to 
Selecting  a  Financial  Advisor  gi  vef' 
you  the  information  you  need  to  singly 
out  which  advisor  feels  right  to  you. 
Here  are  the  key  questions  to  ask. 
Plus  a  few  tips  to  help  you  assess 
whether  their  style  and  strategie: 
are  compatible  with  your  financic 
goals. 

This  guide  also  includes  a  director 
with  addresses,  phone  numbers  and 
stated  investment  philosophies  of  ove 
330  advisors. 

If  you'd  appreciate  help  managing 
your  money,  call  now  for  your  ft'ee  cop 
of  the  new,  expanded  edition  of  The 
Charles  Schwab  Guide  to  Selecting 
a  Fiuaticial  Advisor 


'( "harlcs  Schwab  &  Co.,  Inc.  does  not  endorse  or 
reromniend  any  part  icular  advisor  None  of  these  Financ: 
Advisors  arc  employed  by  Cliarles  Schwab  Isi  Co.,  hic. 


Call  now,  toll-free: 

800-442-5111  ext.  308 


in 


Charles  Schwab 


Member  SIPC/New  York  Slock  Exchange,  Inc  1992  Charles  Schwab  &  Co ,  Inc       All  Rights  Reserved 


peak  of  $420  million  for  the  earlier 
on.  One  reason:  The  new  controlled- 
se  pill  is  approved  for  treating  high 
I  pressure,  a  much  larger  market, 
^ardia  was  a  pretty  good  drug," 
Ira  l^oss,  an  analyst  with  Washing- 
Uialysis  Co.,  a  research  and  invest- 
analysis  firm.  "But  when  they  put 
controlled-release  form,  it  became  a 
acular  drug." 

'.a  hopes  to  apply  the  same  technol- 
-with  a  new  wrinkle — to  verapamil, 

00  million  antihypertensive  that 
Searle  &  Co.  sells  as  Calan  SR. 

heart  attacks  occur  in  the  morning, 

1  changes  in  blood  pressure  exert 
derable  stress  on  the  organ,  but 
ypertensives  taken  before  bedtime 
lly  wear  off  by  sunrise.  So  Alza  is 
oping  a  Calan  formulation  that 
5  its  punch  in  the  early  hours.  It 
s  like  the  Procardia  system,  except 
the  drug  chamber  is  layered  with  a 
bo  that  takes  four  to  six  hours  to 
se.  The  medication  then  kicks  in 
in  hour  or  two  before  the  patient's 
al  wake-up  time.  Reformulated  Ca- 
auld  reach  market  by  the  mid-1990s. 
[  SKIN.  Patches  are  also  evolving. 
•  next  target  is  a  second-generation 
one  treatment  for  contraception 
such  problems  as  postmenopausal 
rome.  Cygnus  and  Noven  Pharma- 
cals  have  both  licensed  patches  con- 
ig  a  mixture  of  female  hormones  to 
ler-Lambert  Co.  and  Rhone-Poulenc 
r.  And  TheraTech,  a  Salt  Lake  City 
up,  has  begun  advanced  clinical  tri- 
vith  a  testosterone  patch  for  men 
are  deficient  in  that  hormone, 
cause  the  skin  is  such  a  dense  barri- 
irrent  patches  have  a  big  limitation: 

can  deliver  just  a  few,  small-mole- 
drugs.  That's  why  a  number  of 
lanies  are  pursuing  the  transport  of 
s  across  the  skin  using  electricity. 
,  for  one,  is  in  the  early  stages  of 
in  trials  to  test  a  watch-size  device. 
)ped  to  the  wrist,  the  mechanism 
es  a  disposable  drug  cartridge  and 
)electronics  that  control  the  amount 
timing  of  drugs  entering  the  blood- 
m.  Elan  has  teamed  up  with  the 
s  maker  of  Swatch  watches  to  de- 
)  the  system. 

jctrotransport's  main  advantage  is 
bility  to  move  a  wide  variety  of 
!-size  molecules  through  the  skin, 
'ering  protein-based  drugs,  such  as 
in,  as  well  as  the  rapidly  expanding 
)f  biotech  products,  is  one  of  the 
:  industry's  thorniest  problems. 
,  the  only  way  to  give  such  drugs  is 
igh  injections.  That  bypasses  the 
lach  and  gastrointenstinal  tract, 
h  digest  protein-based  compounds, 
Bring  them  useless.  But  injections 

the  usefulness  of  these  drugs  to 
re  or  life-threatening  diseases.  Shots 

be  a  good  way  to  administer  IL-1 


HOW  SCIENTISTS  ARE  BREAKING 
THE  BIOOD-BRAIN  BARRIER 


One  of  the  most  vexing  puzzles 
in  drug  delivery  is  how  to  get 
therapeutics  into  the  brain.  The 
problem  is  that  this  sensitive  organ  is 
surrounded  by  an  almost  impermeable 
blood-brain  barrier,  a  tightly  knit  web 
of  blood  vessels  that  insulates  the 
brain  from  toxic  substances  in  the 
bloodstream.  The  barrier  also  keeps 
out  potentially  lifesaving  drugs  to 
treat  cancer,  Alzheimer's,  and  AIDS. 
"Finding  a  new  means  to  deliver  drugs 
to  the  brain  would  be  a  major  advance- 
ment," says  Nicholas  Bodor,  executive 
director  of  the  Center  for  Drug  Discov- 
ery at  the  University  of  Florida. 


KOZARICH:  BREWING  A  CHEMICAL  "CROWBAR' 


The  strategies  for  unlocking  the 
gateway  to  the  brain  are  an  eclectic 
collection.  Medtronic  Inc.  in  Minneapo- 
lis makes  an  implantable  pump  that 
sends  drugs  to  the  brain  through  the 
spine.  Scientists  at  Scios  Nova  Inc.  in 
Mountain  View,  Calif.,  are  testing  bio- 
degradable polymers  that  are  surgical- 
ly implanted  in  the  brain  and  slowly 
release  drugs  as  they  dissolve.  Others 
are  trying  to  transplant  brain  tissue 
from  fetuses  to  replace  missing  neuro- 
chemicals. They're  also  trying  to  chem- 
ically alter  drugs  so  they'll  slip  past 
the  blood-brain  barrier  and  to  design 
new  molecules  that  will  transport 
drugs  into  the  brain. 
OPEN  UP.  One  plan  being  pursued  by 
John  W.  Kozarich,  a  professor  of  chem- 
istry at  the  University  of  Maryland  and 
scientific  consultant  to  Alkermes  Inc. 
in  Cambridge,  Mass.,  may  be  simpler 
than  any  of  these — and  provide  the 
greatest  potential  for  treating  a  wide 
range  of  diseases.  Instead  of  engineer- 


ing new  drugs  or  devices,  his  research- 
ers are  working  on  a  chemical  "crow- 
bar" that  temporarily  opens  the  blood- 
brain  barrier.  The  key,  says  Kozarich, 
is  reengineering  a  shopworn  tool  of 
medicine:  a  natural  substance  called 
bradykinin  that  dilates  blood  vessels. 

Bradykinin  works  by  targeting  so- 
called  receptors,  or  key  proteins,  on 
blood  vessels.  When  it  attaches  itself 
to  these  receptors,  the  vessels  expand, 
lowering  blood  pressure.  Alkermes  is 
trying  to  alter  bradykinin  slightly  so 
that  it  binds  primarily  to  receptors  that 
affect  the  permeability  of  the  brain's 
blood  vessels. 

Now  in  safety  trials,  Al- 
kermes' drug,  called  RMP-7, 
is  injected  intravenously.  For 
about  30  minutes,  it  opens 
the  blood-brain  barrier  wide 
enough  for  tiny  molecules  to 
pass  through.  In  1990,  RMP-7 
opened  rats'  blood-brain  bar- 
rier wide  enough  to  let  the 
common  cancer  drug  cispla- 
tin  shrink  brain  tumors.  The 
first  results  in  humans,  re- 
leased in  August,  were  am- 
biguous: A  harmless  marker 
substance  did  not  cross  the 
blood-brain  barrier  when  giv- 
en along  with  RMP-7.  But 
Kozarich  remains  optimistic: 
"There  are  hints  in  the  trials 
that  there  is  permeability — 
we  just  haven't  done  the 
right  experiment  yet." 
Even  so,  RMP-7  is  fraught  with 
risks.  When  opening  the  blood-brain 
barrier,  it's  difficult  to  know  which  oth- 
er substances  cross  with  the  drugs.  In 
past  experiments  with  compounds  that 
radically  open  the  barrier,  there  were 
high  incidences  of  seizures  and  brain 
inflammation,  says  Bodor.  Alkermes  is 
trying  to  avoid  this  problem  by  tailor- 
ing the  dosage  of  RMP-7  to  let  only 
certain-size  molecules  pass — and  limit- 
ing the  time  the  barrier  stays  open. 
The  company  hopes  RMP-7  will  be  ap- 
proved for  commercial  use  by  1996. 

Scientists  doubt  that  any  single  de- 
livery technology  will  revolutionize  the 
treatment  of  brain  ailments.  Instead, 
they  believe  that  specific  technologies 
will  offer  hope  in  treating  individual 
diseases.  Either  way,  researchers  have 
a  powerful  incentive.  As  the  population 
rapidly  ages,  big  profits  and  the  satis- 
faction of  saving  lives  await  whoever 
can  outsmart  the  brain. 

By  Geoffrey  Smith  in  Cambridge,  Mass. 
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"Too  much  flotsam  and  not  enough  jetsam." 

Try  Our  Recipe.  The  Berger  101  Fund  is  the  more  conservative  -  a  mixture 
of  many  old,  dividend-paying  favorites  with  a  few  interesting  foreign  dishes  added. 
The  Berger  100  Fund  offers  a  more  lively  menu.  The  best  of  the  mature,  ripe  offerings 
available  in  the  market  plus  some  young  tender  plants  that  have  just  poked  their 
heads  through  the  weeds.  The  philosophy  behind  these  good  results  is  a  recipe  we'd 
like  to  share  with  you.  Please  call  for  a  prospectus  and  study  it  carefully.  Each  fund 
is  offered  for  an  investment  of  as  little  as  $250. 

Berger  Associates,  Inc.  (303)  329-0200  /  (800)  333-1001 


Announcing 
Business  Week's  1992 
Executive  Education/MBA 
Directory 

HERE'S  An  Ideal.  Opportunity  To  Reach 

THE  PEOPLE  WHO  WANT  TO  KNOW! 

ISSUE  Date:  October  26.  1992 
Closing  Date:  September  14,  1992 

ITu'  1992  Executive  Kdiicatioii/MBA 
Difeclory  Special  Advei'tising  Section  will 
i  iin  in  the  October  26th  issue... featuring 
Ikisiness  Week's  ranking  of  the  "Best 
Business  Schools."  There  is  no  better  place 
lo  showcase  your  school's  E.xecutive 
Kducalion  or  MBA  Program! 

FOR  Rates  &  Information  Contact: 

G.  Jeffrey  Provol  or  Cherie  Johns 
Business  IVeek  Strategic  Programs 
too  East  Ohio  Street,  Suite  652 
Chicago,  IE  60611 
Phone:  1-800-424-3090   Eax:  1-312-337-5633 


receptor  antagonist,  a  drug  that  Syr 
gen  Inc.  in  Boulder,  Colo.,  is  working 
to  treat  septic  shock,  a  sometimes  fj 
malady.  But  sufferers  of  rheumatoid 
thritis,  which  the  drug  may  also  cont 
"are  just  not  going  to  inject  themsel 
for  20  years,"  says  David  M.  Steinbf 
an  analyst  with  Volpe,  Welty  &  Co 
San  Francisco  investment  bank. 

Indeed,  researchers  will  have  to  f 
new  ways  of  administering  most  g( 
spliced  drugs  if  they  are  to  be  usefu 
treating  chronic  diseases — the  bigg 
potential  markets.  That's  especially  ti 
of  drugs  to  treat  such  neurological  dis 
ders  as  Alzheimer's  and  Parkinson's 


ALZA'S  SHAW:  "THE  WORLD'S  SMALLEST 
PUMP"  DOUBLED  PROCARDIA  SALES 


eases,  where  penetrating  the  so-cal 
blood-brain  barrier  has  proved  vex 
(page  87).  "The  oral  delivery  of  pepti< 
[protein  fragments]  is  the  equivalent 
the  holy  grail  in  the  drug  industr 
says  Aleksandar  Erdeljan,  president 
R.  P.  Scherer  Corp.  in  Troy,  Mich.  "It 
a  huge,  huge  opportunity." 
FATTY  DRUGS.  There  are  several  pron 
ing  approaches.  For  example,  Enzyli 
in  Cambridge,  Mass.,  is  trying  to  enc 
sulate  protein-based  drugs  in  biodegr 
able  polymers  to  prevent  them  from 
ing  broken  down  in  the  gastrointesti 
tract  I)efore  they  can  reach  the  bio 
stream.  This  technology  is  being  tes 
with  insulin  and  erythropoietin  (EPdi 
biotech  drug  that  boosts  red  blood  cc 
Emisphere,  located  in  Hawthorne,  N. 
is  attempting  to  shield  drugs  from 
harsh  workings  of  the  gut  by  surrou 
ing  them  with  hollow  microsco 
spheres,  made  of  amino  acids,  that 
main  solid  in  the  stomach's  acidic  ei 
ronment.  In  late  July,  the  company 
nounced  that  it  had  successfu 
administered  an  oral  form  of  heparin, 
anticoagulant,  to  animals. 

The  stomach  isn't  the  only  enemy 
protein-based  drugs.  The  body's  immi 
system — which  hunts  down  foreign 
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SCIENCE  &  TECHNO 


THE  1992 

INFORMATION 

HIGHWAYS 

CONFERENCE 


V 


1 


1 


4 


THE  NEW  COPIINICATIONS 

iniFRASTRUCTURE 


This  breakthrough  international  forum  invites  leaders  of  business, 
government,  and  research  organizations  worldwide  to  explore  and 
chart  the  future  of  interactive  communication  networks  —  tomorrow's 
information  highways  —  the  paths  to  the  world's  economic  future. 


Special  Guest  Speakers  Include: 

■  Alfred  Sikes,  Chairman,  US  Federal 
Communications  Commission 

■  Masahito  Tani,  Deputy  Minister,  Policy 
Coordination,  Japan 

■  Hon,  Barbara  Franklin,  US  Secretary  of 
Commerce 

■  Dr.  Tay  Eng  Soon,  Sr.  Minister  of  State 
for  Education;  Chairman,  IT  Committee, 
Singapore 

■  Arthur  R.  Barron,  Chairman,  Time  Warner 
International 


Presented  With  The  Support  Of: 

AMERITECH 

BT 

DEUTSCHE  TELEKOM 

DIGITAL  EQUIPMENT  CORPORATION 

HEWLETT-PACKARD  AND  TV  ANSWER 

IBM  CORPORATION 

PICTURETEL  CORPORATION 

Register  Now  By  Calling:  (800)  821-1329 
or  (212)  512-3113  or  Fax  (212)  512-6281 


PTEMBER  16-17,  1992,  McGRAW-HILL  HEADQUARTERS,  ROCKEFELLER  CENTER,  NEW  YORK 


AND  INFORMATION 

MARKET-PLACE 

PHONE: 

Mifl  ii  ni/PTB#i  ii 

100  EAST  OHIO  STREET 

(312)  337-3090 

mUmnlfKmTm^t  /If  !■ 

SUITE  632 

OR  WRITE: 

M  Ir  MM  If  AC  f  ■  L  JILC 

CHICAGO,  IL  60611 

FAX:  (3 12)  337-5633 

Telecommunications 


Upgrade  Your  Fax  With  The 
Boomerang  s  Advanced 
Features  Without  The 
High  Cost  Of  A  New 
Machine. 


The  Bnomcran^  is  n  modular  atlachnieni  to  your 
cxisliiig  tax  lhal  provides  many  lealurcs  available 
only  on  the  high  end  fax  models  al  a  fration  of 
their  tost.  ®  It  is  equipped  with  I  MEG  of 
memory  that  can  store  up  to  60  pages  of 
diKuments,  and  it  is  compatible  wiih  any  standard 
Group  3  fax.  *  The  Boomerang  allows  you  to 
retrieve  your  fax  from  anywhere  in  the  world-  s 
II  can  also  signal  your  pager  when  a  fax  is 
received,  4  It  stores  the  outgoing  documents  if 
the  receiving  end  is  busy  and  automatically  retry 
later,  freeing  your  fax  for  other  usage,  *  iLs 
broadcast  feature  lets  you  send  the  same 
document  to  many  destinations  without  feeding 
the  ongmal  through  the  fax  repeatedly,  *  You 
can  Lilsu  schedule  a  later  time  to  send  the  fax 
when  lis  mure  cost  effective  «  It  will  store 
incoming  documents  when  the  fax  is  out  of  paper, 
and  pnnt  them  later  when  a  new  roll  is  loaded  * 
If  your  document  doesn't  reach  its  destination 
intact,  the  recipient  can  call  the  Boomerang  to 
-7^  ^"^^RF  \end  It  over  again,  saving  you  the  trouble  to 

locate  the  onginal  and  fax  it  yourself, 
Ordkr  Youk  boomerang  Today  and  Gft  ali.  ThiiSE  Grfat  Fkatures  For  Oniy 
V^$289.oo  Cal  1.  Tanqi  Design  at  800.972.2075  Or  301.469.0621  In  Washington  DC  area  J 


Presentation  E(}uipment 


The  most  advanced  pen  sized  <t70 
Laser  Pointer  incredible  Low  Price   M>  '  ^ 

INFINITER  _  Q  wCfic 


CALL  800-854-6686 


Don't  Lose  Their  AHenlion!  55  oak  coun  Dan»,iie  ca  94526 

Bright  red  laser  dot  lets  your  audience  locus  on  lei  510  820  1753  Fax  510  820  8738 
your  topic  and  lets  you  direct  ttie  presentation  Ideal  for 
seminars,  classrooms  and  all  presentations. 


Franchising 


AN  EXCELLENT 
DEDUCTION 


INCOME  TAX  FRANCHISE 
OPPORTUNITY 

Join  the  nationwide 
network  of 
Jackson  Hewitt  Tax  Service 
offices  -  515  strong  and 
growing! 

We  otter: 

•  Proven  Operating  System 

•  Complete  Training 

•  Ongoing  Field  Support 

•  Proprietary  Software  System 

•  National  Advertising  and 
Public  Relations 

The  Leader  for  the  90's 


1-800 
277-FAST 

Franctiise 
Development 


Offering  by  Prospectus  Only 


fr 


Exclusive 
Territories  * 

Continental  U.S. 

OUNKIN* 
DONUTS 

1-800-543-5400 

Rated       top  franchise  for 
1992"  by  Entrepreneur 
Magazine 

'l-xtlusiviiv  IS  limiicd 
( >fftT  nude  b\  prDspci.  Ills  < 


<6) 


VENTURE  CAPITAL 


National  Data  Base  Company  will  malcti 
individuals  and  businesses  with  venture 
capitalists  and  other  commercial  and  private 
funding  sources  eager  to  finance  your 
proiects.  ideas,  starl-ups,  expansion,  real 
estate  investments,  buyouts,  etc.  Pnnted 
report.  $99  95  S&H  met  Checks,  Visa  and 
fvlastercard.  NoCO.D  s. 

Call  1-800-97-ANGEL  (972-6435) 
24  Hours. 


Office  Supplies/Equipment 


America's  Lowest  Priced 
Office  Supplies  Direct  to  YoU; 

maxell. 

Columbian' 

i:  -1 

#10  Knvelopes 
24  lb.  White  Wove 

Phone  ▼ 
Message 

Book, 
4()USeLs 

HIHIK 

2R()lls()f.<750(lear 
Packajjinj;  I  ape  with 
Dispenser 
BPIIC 
$852 

MI)2I) 

*4''-'' Box/10 

COIZS 

■um 
*l'"Each 

You  simply  won't  find  lower  piices  on  brand  name  ofTice  supplies  than  at 
Wholesale  Supply  Company.  Over  9,6(K)  different  items,  same  day  shipping, 
and  all  at  prices  you  have  to  see  to  believe.  So  call  now  for  your  free  catalog. 

1-800-962-9162 

Business  Opportunities 


FREE 

CBSJ  486  SX  CompuiCT 


Twenty  Businesses  You 
Can  Run  From  Your  Home 
With  A  Computer! 

FREE  Cassette  Tapes:  Th  ese  free,  two  I 
cassettes  will  explain  how  you  can  start  sev- 
eral or  all  of  these  twenty  turnkey  businesses 
part-time  and  still  retain  the  security  of  your  present  position.  If  you 
purchase  our  software  and  business  program,  we  will  give  you  the  com- 
puter and  printer.  If  you  already  own  a  computer,  you  may  receive 
a  discount.  Some  individuals  are  now  earning  $4,000  to  $10,000 
per  month  part-time.  Free  home  office  training.  Financing  available. 
To  receive  free  cassettes  and  color  literature,  call  tolUfree: 

1-800-343-8014,  ext.  769 

Computer  Business  Services,  Inc.  (Sheridan,  IN:  31 7-758-4415) 


Business  Opportunities 


PERSONALIZED  CHILDREN'S  BOOKS 


Turn  a  small  investment  into  ttiat 
profitabte  lull  or  part  time  business  you 
tiave  always  dreamed  about! 

An  excellent  home  operated  businessi 
Books  sell  last  m  stores'  At  lairs'  Parliesi 
Malls'  Or  mail  order  anywtiere  there  are 
people  It's  easy  to  make  $4000  to  $8000 
per  month  making  and  selling  our  excit- 
ing line  ol  personalized  books  (lor  chil- 
dren &  grown-ups)  Personalized  audio 
tapes  and  stationery  available  also 

CALL  TODAY!  (214)  248-9100 

D&K  ENTERPRISES,  INC. 

321 6  Commander  Drive.  Suite  1 0 1 

Dept  21 

Carrollton.  Texas  75006 


SMALLTOWN  BUSINESSES 
FOR  SALE 

All  Areas  except  Northeast 
Established  businesses,  good  terms. 

AFFILIATED  BUSINESS 
CONSULTANTS 
719-548-8888 
Colorado  Springs,  CO 


Business  Services 


INCREASE  YOUR  SALE5 


Provide  instant  advertising  1 
fulfillment  using  FAX  EXPRES] 
Fax  Boxes!  'r 


Give  readers  instant  access  to  yo 
product  information  24  hours  a  day.. 
their  convenience!  No  more  traditior ' 
processing  delays. 


Call  (800)  8-FAX-FAX  and 
input  Box  13500  for 
instant  demonstration. 


RESEARCH  RBHHin- 


19.278  academic  topics  availabl' 
Send  $2  00  for  the  272-page  cataloi 
Custom-wnflen  reports  also  availabl 
RESEJUICH  ASSSTJINCI 
1  1322 Idano  Ave  .  #206BF, 
Los  Angeles.  CA  90025 
Toll  Free  Hotline:  800-351  0222 
(California:  310-477-8226) 


Business  Services 


5-HOUR  VIDEO    "ENSURE  YOUR  BUSINESS  SURVIVES|l 
No-nonsense  Information  from  a  business  survival  specialist! 

T  Tfie  Corporation  -  Prepanng  For  Failure  -  Investing  Safely  -  Officer  Responsibili 

0  Personal  Guarantees  -  Getting  Help  (Accountants,  Lawyers-Consultants)  -  Eai| 

1  Warning  Signals  -  Knowing  The  Score  -  Unsecured  Creditors  -  Collection  Agendrtl 
c  Collection  Attorneys  -  Debt  Compromise  -  Taxing  Autfiorities  -  Secured  Creditorj' 
s  Bankruptcy  -  Starting  Over  -  Mergers 

THINKING  ABOUT  BANKRUPTCY?  DON'T  DO  IT  BEFORE  VIEWING  THIS  VIDE( 

TO  ORDER  CALL  t -800-468-6631  COST  $349  MC/VISA/AMEXP 


INCORPORATE  IN  ANY 
STATE  BY  PHONE 


$99  finng  Fe€s 

Fomi  a  corporation  in  just 
1 0  minutes  on  ttie  tptephone. 
For  free  iiifni  iiarjon  itiII 

CORPORATE  AGENTS,  INC. 
(800)  877-4224 


Sales  Promotion/Marl(etlng 


Sales  LeTads  &  Mailing  Lists 


•  10  Million  U  S  Businesses  - 

•  78  Million  Consumers/Residents 

•  Of  Any  List  You  Need' 

FREE  Catalog  -  U\  (402|  331 7169  or  write 
American  Business  Lists 

PO  Box  27347  •  Dept  01-062 
Omatia.  NE  68127  «  FAX  (402)  331-1505 


REAL  ESTATE  ACQUISITIO 


National  Company  expanding  again.  V 
interview  person  to  buy  properties  in  yc 
local  area  using  our  mettiods  witti  finand 
assistance.  No  license  or  experience 
required,  F/T  P/T.  You  supply  loc 
contacts,  we  supply  ttie  backup  suppc 
$10-20,000  start-up  capital  required. 
1-800-229-2669 


Cable  TV 


FREE  CATALOG!  1-800-345-85 
JERROLD  HAMLIN  OAK  ETI 

CABLE  TV  DESCRAMBLER 


•  Special  prices'  •  Compare  Our  Low  Rel. 
Pnces'  •  Orders  From  Stock  Stiipped  Immediatr 
•  Guaranteed  Warranties  &  PricesI  *Fl 
•  All  Major  Credit  Cards  k 
PACIFIC  CABLE  CO  ,  INC.  ^|,, 
73257!  Reseda,  Dept  859   Reseda.  CA  gilf 
For  catalog,  orders  &  into    1  -800-345-89:| 


.m 

t 


AND  INhUKMAIlUN 
PHONE: 
(312)337-3090 
OR  WRITE: 


Rare  Coins 


mum  order  of  20  coins.  Add 
or  postage.  Each  coin  is  in 
iant  Uncirculated  Condition. 
)ay  Money  Back  Guarantee. 

■800-835-0008 

I  &  Master  Card  Welcome! 
)TERNNUMISMATICSINC 

'rankiin  Ave.,  Garden  City  N.Y.  11 530 

N.Y.  residents  add  sales  tax. 


Collectibles 


WALL 


feplica  (one  side)  ol  NYC  sign' 
9"  white-on-green,  heavy-gauge  aluminumi 
/C  slreets,  custom  names  auailablei  Inguire 

ly  $34.95  +  $5.00  S&H 

\IJ  residents  add  6%  sales  tax 
ase  allow  6-8  weeks  for  delivery 

(Sorty,  we  cannot  hhip  to  P  0  boxes) 


Christopher  &  Co. 

Box  4141,  S  Hackensack,  NJ  07606 


Office  Automation 


r  THE  INTEGRATED 
-BASED  BAR  CODE 
HACKING  SYSTEM 
THESE  NUMBERS: 

INDER$10^. 
-800-733-5769. 

^^TrackStar 

Kroy,  Inc.  Box  12279 
Scottsdale,  AZ  85267-9987 
or  FAX  602-951-7033 


3654  T 


Cable  TV 


ILETVDESCRAMBLERS 

IVERTERS,  ACCESSORIES 

Brands.  Lowest  Prices.  Best  Service, 
r  FREE  16'page  color  catalog  call 

^^^/;°M800)  234-1006 


\r\L  I  -r  L/Av„i_ 


100  EAST  OHIO  STREET 
SUITE  632 
CHICAGO,  IL6061 1 
FAX:  (3 12)  337-5633 


Health/Fitness 


Executive  BackChair 


Engineered  for 
customized  orthopedic 
support  to  prevent  and 
relieve  back  pain 

•  Forward  till 
feature 

•  Adjustable 
neck  rest 

•  Built  in 
adjustable 
lumbar  support 

As  mentioned  in 
the  Wall  Street  Journal 


BackSaver  i'!8"oo^25i°2225*^fuTite 

33  JcUrei  \ye..  Dcpl.  BWE.  Hollislon.  M.A  01716 


Menswear/Fashion 


TTie  best  underwear  anywhere, 
%  

>•    #  Cotton.  No.  sold  m  SI 
For  exclusive  calalo, 


f^r'tH  VrrTTllii  t^""^"^'  t^nels  and  undershirts. 
(l  I    ^        Finest  quality,  1 00»/o  cotton 


_dkTHE'itik_ 

GREEN  POND 
COMPANY 


men's  WIDE  SHOES 


EEE-EEEEEE,  SIZES  5-13 

Extra  width  for  men  wfio  need  it. 
Excellent  variety,  styling  >^ 
andguality.  Send  for      •  .  j 
FREE  CATALOG  v 


The  Widest  Selection  ol  the  Widest  Shoes  Anywhere! 


HITCHCOCK  SHOES,  INC 

Dcpt  .S.S  M  Hin)<ham,  .M,\  0204.^ 


Stereo  Equipment 


The  best  stereo  equip- 
ment m  the  world  is 
handcrafted  in  the  U.S.A. 
COUNTERPOINT 

1  (800]275-2746 
 Corporate  Gifts  


MAGIC 
RAZOR 


Wfiettier  you  travel,  want 
to  protect  small  children, 
or  just  like  its  neatness, 
MAGIC  RAZOR  is  lor 
you  .  Just  twist  bottom  the 
twin  blades  nse  or  fold 
back  into  its  durable  housing.  Uniquely  de- 
signed handle  allows  the  blades  to  follow 
your  contours.  Accepts  most  side  inserted 
fixed  type  twin  blade  cartridges.  Only  3/4" 
dia,,  3  1/8"  long  when  closed,  II  not  100% 
satislied,  return  within  15  days  lor  full  re- 
fund ONLY  $7.50,  SAVE  -  2/$14  75; 
3/$2l,95;  4/$28.95  Please  add  $1.50  per 
order  lor  S/H,  Mail  check  or  money  order 
to;  KY  INTERNATIONAL  •  Dept  B92 
too  Firethorn  Dr.-  Rohnerl  Paik,  CA  94928 


Wine  Cellars 


WINE  CELLARS  BY 


28  HANDMADE  WOOD  MODELS  ♦  1 1 4  TO  3400  BOTTLES  ♦ma'oe  in u s  a 

I  FACTORY  DIRECT  JO  YOU  ^'^^p^s^gvlR^^' 

YOUR 
COST 
$1695 
1995 
1795 
995 
1195 
1995 
2995 

Designers' non  wood  model  60  bottle  glass  door  899  659 

Vinotemp  Int'l  ♦  1 34  W  1 3 1  st  St  (PO  box  6 1 6 1  EJ  ♦  Los  Angeles,  CA  9006 1 
CALL  800/777-VINO  (777-8466)  or  213/719-9500  fAX  213/719  9518 

IMMEDIATE  SHIPMENT  ON  MOST  MODELS  WE  WILL  NOT  BE  UNDERSOLD  ♦  C/lti  US  FIRST 


MODEL 

DESCRIPTION 

APPRX  CAPACITY 

SUGG 
RETAIL 

440 

Upright 

400 

S2495 

700 

Upright 

600 

2995 

296 

Credenza 

280 

2695 

114 

Compact 

114 

1395 

230 

Two  Doors 

230 

1795 

700FUR 

Fur  Vault 

8  to  10  Furs 

2995 

700HH 

His  and  Hers 

300  bottles  4/5  Furs 

3995 

Corporate  Gifts 


Free  Shirt/Free  Logo 


Beft>re  wc  custum  emhrcuder  yiiur  lugi)  on  uur  grtjr  qiiylity,  !00'>1'  ciittcin, 
American  Made  polo  shirt,  we'll  give  you  one  to  wear-test,  and  make  up 
yttur  logo,  tree.  Try  our  shirt,  see  your  logo.  Find  out  tor  yourself  why  our 
shirt  with  your  logo  is  better  than  Lactiste  or  Ralph  Lauren.  Minimum 
order  just  12  shirts.  Free  .shipping  lor  international  orders.  More  Info?  Call 

l-800'847'4478       (Fax  1-718-782-4614) 
Ttie  Queensboro  Shirt  Company 
Dept  BW29,  80  N  5th  St,  Greenpoint,  NY  11211 


Corporate 
Hes 


(150  pc.  minimum) 
Gain  recognition  from 
neckties  customized 
with  company  logo. 

Free  literature  upon  request. 
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Barnard-Maine  LTD. 

P.O.  Box  275 
Castine,  ME  04421 
Outside  ME  TEL:  207.326.91 79 

800.952  1526  FAX:  207.326  9080 


Ambassador  Lapel  Flags'!' 
Your  Logo  with  any  2-flag  mix 
•  24K  Gold  finistied    •  Full  colors 

•  100%  U  S- A  -made 
We'll  custotn-make  any  emblem  lor  you' 
Delivery:  14  business  days  Worldwide 
TME  Co.,  Inc.       101  Bel  Air  Drive 
New  IVlilford,     CT     06776,  USA 
(800)  535-5255  •  Fax  (203)  354-2786 


IMAGE 
BUILDERS 


PROMOTE  YOUR  BUSINESS... 
EVERYDA  YLOW  PRICES  ON. . 


CHOOSE  FROM 
HUNDREDS  OF  ITEMS. 
CALL  FOR  FREE  CATALOG 


1-800-792-2277 

FAX  1-510-786-1111 
THE  CORPORATE  CHOICE 


AND  INFORMATION 
PHONE: 
(312)337-3090 
OR  WRITE: 


mARKnrm 


MARKET-PLACE 
100  EAST  OHIO  STREET 
SUITE  632 
CHICAGO,  IL  60611 
FAX:  (312)  337-5633 


Sales  Promotion/Premiums 


Education/Instruction 


These  Shirts  Say  A  Lot 
About  You. 


100%  Cotton  Polo  Shirts. 

Have  your  name  or  initials 
personalize  the  smartest 
looking  polo  shirts  under  the 
sun.  Available  in  white,  red, 
cranberry,  green,  black,  navy 
blue,  royal  blue  and  yellow. 
Minimum  order  (2)  for  $49.95. 
Custom-crafted,  superb  quality 
To  place  your  order  for  a  copy 
of  our  brochure  or  for  quotes 
on  emblems  and  logos,  please 
call  toll-free, 

1-800-955-3606. 

The  Conroy  Collection  


1 

m 

CONROY'S 

^^100%  COTTON 

Sales  Promotion/Premiums 


Automotive/Accessories 


FUEL  ENERGIZER 

15%  -25%  MORE  MPGs 
Plus  Cleaner  Engine 
GUARANTEED 
Order  Today 

Gas  Cars,  Trucks  &  Boats 

$89.95  +  $4.50  S&H 

(T exas  buyers  add  7  25%  safes  tax) 

TECHNICAL  ADVANTAGE  GROUP 
P.O.  Box  190B 
Grapevine,  TX  76099 
817-481-8316  •  Fax  817-481-1575 

EPA  approved  for  Cafifornia 
Allow  3-4  weeks  delivery 


COLLEGE  DEGREE 

BACHELORS  •  MASTERS  •  DOCTORATE 

For  Work,  Lile  and  Academic 
Experience  •  No  Classroom 
AHendance  Required 


Call  (800)  423-3244 

or  send  detailed  resume 
lor  Free  Evaluation 

Pacific  Wi'st^'i  n  University 

600  N  Sepulveda  Blvd  Depl  170 
Los  Angeles  CA  90049  USA 


MBA  Degrees 

through  home  study  in  Marketing, 
Management,  Human  Resources, 
Health  Care  Administration.  Save 
time,  effort  and  money  for  AA,  BBA 
&  MBA.  Get  the  facts  and  see  for 
yourself.  Call  (800)  477-2254, 
Southern  California  University,  202 
Fashion  Lane-BW,  Tustin  CA  92680 


1 


E0» 


EXTERNAL  DEGREES 

BA/BS  MS/MBA  PhD/JD 
I  Credit  for  worl<  /life  exp  •  Accredited 
I  (800)  759-0005  ext.  633  (24hrs.) 

LaSalle  University 

I  Dept.  63  Mandeville.  LA  70470-4000 


Building  Systems 


  ^   ^    30  x60' 

~  J  xlO' 

-  $4,876 

BUILD  IT  YOURSELF  AND  SAVE  IVIONEY 
5000  SIZES,  ALL  STEEL,  CALL  TODAY  FOR 
BROCHURE  AND  PRICE  QUOTE. 

HERITAGE  Bl'ILDLNG  SYSTEMS 
800-643-5555 


Classified  Advertisers 


it' 
t\ 
ist 
_ar 

IT  PAYS  TO  ADVERTIS 
IN  THE  BUSINESS  WEE)tii 
MARKET-PLACE 

lie 

an 

The  Business  Week  Mark 
Place  Section  is  a  special 
vertising  feature  appearind,, 
tire  first  issue  of  each  mor 
The  Marl<et-Place  provides  se 
ideal  'showcase'  for  adver  at 
ers  who  have  products  or  s  m 
vices  that  appeal  to  Busin€ 
Week's  more  than  6.8  millr 
responsive  readers 

01) 

iti 

For  rates  and  informatioi|ct 
write: 


BUSINESS  WEEK 
MARKET-PLACE 
100  Easi  Ohio  St.,  Suite  6; 
Chicago,  IL  6061 1 
or  call  (312)  337-3090 
or  FAX  (312)  337-5633 


PRESERVATION 

PLAN  ON  IT 

Planning  on  restoring  a  house, 
saving  a  landmark,  reviving  your 
neighborhood: 

Gain  a  wealth  of  experience  and 
help  preserve  our  historic  and 
architectural  heritage.  Join  the 
National  Trust  for  Historic 
Preservation. 

Make  preservation  a  blueprint  for 
the  future. 

Write: 

National  Trust  for  Historic  Preservation 
Department  PA 
1785  Massachusetts  Ave.,  N.W. 
Washington,  D.C.  20036 


; — can  also  hinder  their  activity, 
t  around  that  obstacle,  Emisphere 
y  began  a  research  collaboration 
^nzon  to  combine  the  two  compa- 
approaches.  Enzon  is  pursuing 
it  calls  "pegnology" — an  approach 
ich  polymers  are  attached  to  pro- 
ised  drugs.  The  polymer  forms  a 
around  the  protein,  shielding  it 
mmune-system  cells.  A  drug  called 
;n  that  employs  the  technology  is 
;y  on  the  market  to  treat  so-called 
le  boy"  disease,  a  genetic  disorder 
,  auses  partial  or  total  disfunction  of 
imune  system. 

:iNG  DOSES.  A  primary  goal  of 
lelivery  research  is  to  make  thera- 
nore  effective  with  fewer  side  ef- 

Using  liposomes — microscopic,  fat- 
sed  particles — is  one  promising 
ach.  By  injecting  or  implanting  li- 
ae-surrounded  drugs  at  disease 

researchers  at  Liposome  Co.  in 
?ton,  N.J.,  and  at  Liposome  Tech- 
y  in  Menlo  Park,  Calif.,  hope  to 
e  the  dose — and  toxicity — of  such 
)unds  as  cancer  drugs  and  power- 
itibiotics.  So  far,  just  one  liposome 
ct  is  on  the  mai'ket,  available  only 
u'ope:  It's  a  powerful  antifungal 

from  Vestar  Inc.  in  San  Dimas, 
,  that  is  used  fight  systemic  fungal 
ions  in  AIDS  patients, 
ler  encapsulating  compounds  are 
•  study.  DepoTech  Corp.,  a  startup 
Jolla,  Calif.,  is  in  clinical  trials  with 
m-like  product  that  contains  power- 
rugs  to  treat  malignant  meningi- 
in  aggressive  variety  of  brain  can- 
rhe  conventional  therapy  involves 
ted,  painful  spinal  taps,  whereas 
)ng-lasting  foam  is  injected  into  ce- 
1  spinal  fluid  far  less  frequently, 
irly,  various  kinds  of  polymer  im- 
3,  including  the  contraceptive  Nor- 
,  are  being  tried  to  slowly  release 
5  in  the  body  over  time.  Scios  Nova 
n  Mountain  View,  Calif.,  has  com- 
:1  trials  on  its  dime-size  polymer  wa- 
which  can  be  implanted  in  the  brain 
!at  recurrent  malignant  cancer.  The 
any  hopes  to  file  for  a  new  drug 
:ation  by  the  end  of  the  year, 
the  future,  researchers  say,  drug 
3ry  will  be  the  limiting  factor  in  the 
if  wonder  compounds.  Scientists  are 
)uzzled  over  how  to  administer  such 
tech .  drugs  as  monoclonal  antibod- 
v'hich  target  specific  proteins  on  dis- 
1  cells,  or  how  to  deliver  gene-tar- 
g  drugs  that  home  in  on  faulty 

Solving  those  problems  will  keep 
drug-delivery  pioneers  busy  for 
i — and  the  big  drug  houses  hungry 
lelp. 

y  Julia  Flynn  in  Chicago,  with  Joan 
Hamilton  in  San  Francisco,  Joseph 
r  in  Philadelphia,  and  bureau  reports 


UNCONVENTIONAL  WISDOM 

nicy'rc  Tlic  McL;iiiglilin  Group.  Each  with  a  view  tliat's  contentious 
and  contagious,  (clockwise  from  left)  Jack  Gemiond,  Clarence  Page, 
Jolin  McLiuglilin,  Eleanor  Clift,  Morton  Kondracke  and  Fred  Barnes. 
Made  possible  by  a  grant  from  GE. 

The  McLaughlin  Group 

^:iK'ck  yuur  lu<iJ  listing  Ibr  siaiion  aiid  [inic. 


We  bring  good  things  to  life. 


Lotte,  The  VIFs  Choice 


"The  service 
mainly.  It's 
impeccable." 


Member  in  Seoul,  Korea 


Earl  S  Moore,  Jr  -PrestrlenI  of  Asia  Pacific  Markeling 

We're  pleased  that  a  good  and  growingjiumber  of  our  guests 
come  back  to  stay  with  us 

Why?  As  Mr  Moore  of  Asia  Pacific  Marketing,  explains, 
it's  the  "impeccable  service  "  they  appreciate  most. 
"Discrete  and  unobtrusive."  in  Mr.  Moore's  words. 

While  the  reasons  vary  from  one  return  guest  to  the  nexr 
they  all  share  an  uncompromising  taste  for  excellence. 

And  at  Lotte  they  find  excellence  in  service  and  facilit"  > 

Shouldn't  the  Lotte  be  your  hotel  in  Seoul? 


For  Rewrvatlona:  New  York:  (201)  944-1117,  Toll  Free  800-22  LOTTE.  LA:  (310)  540-7010,  Toll  Free  800-24  LOTTE,  I  .nclon  (071)  323-3712/4 
Hotel  Lo«e:  C.PO.  Box  3600  Seoul.  Tel:  (02)  771-1000,  Telex  LOTTEHO  K23533/4.  Fax:  (02)  752-3758,  Cable  HOTELC  '  I'E 
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THIS    IS    THE  INNOVATION 


THAT    SET    THE  STANDARD 
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THAT'S    PART    OF    THE  HERITAGE 


THAT    CREATED    THE    NEW  COMPANY 


THAT'S    MAKING    ITS  MARK 


BY    HELPING  YOU 


MAKE  YOURS 


A  brand  new  company  with  50  years  of  experience.  A 
two-billion-dollar  company  with  all  the  spirit  of  a  start-up. 
This  is  Lexmark  International. 

Created  in  1991  from  a  division  of  IBM,  Lexmark 
inherited  a  half-century  of  product  leadership  and  innova- 
tion. Today,  we're  an  independent,  worldwide  company, 
restructured  to  respond  more  quickly  to  customer  needs. 
Implementing  new  development  processes  to  bring  prod- 
ucts to  market  faster.  And  dedicating  ourselves  to  one 
idea:  everything  we  make,  from  award-winning  IBM 
LaserPrinters  and  typewriters  to  IBM  office-equipment 


supplies  and  keyboards,  will  excel  at  letting  you  make 
your  mark  on  the  world. 

To  learn  more  about  Lexmark,  call  its  at 
1  800  358-5835,  ext.  222. 


Lexm^vrk 


Make  Your  Mark 


IBM  IS  a  registered  trademark  of  International  Business  Machines  Corporation  in  the  U  S  and/or  other  countries,  and  is  used  under  license  Lexmark  is  a  trademark  of  Lexmark  International,  Inc  ©1992  Lexmark  International.  Int 
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liT  IT 

Before  synthetics  were  invented,  raincoats  were 
made  of  s/Zk,  the  finest  and  most  water-resistant 
natural  fabric  Now,  man-made  microfibers  imitate 


silk  more  closely,  repelling  moisture  and  allowing 
the  skin  to  breothe.  You'll  see  a  multitude  of 
leng&is,  allJiough  midcalf  is  still  classic,  and  the 
same  earthy  colors  as  in  topcoats.  Shorter,  sporti- 
er rainwear  is  more  colorful — but  never  electric 


1BOVE:  PORTFOLIO,  $272,  COACH. 
DRAWSTRING  BAG.  $155.  SEARLE.  MAN'S 
RUBBER  SHOE.  $88.  COLE  HAAN.  SUEDE 
HAT,  $55,  WORTH  &  WORTH.  LEATHER 
HATS.  $345  AND  $395.  PATRICIA  UNDER- 
WOOD. BELOW:  HIS  BARN  JACKET.  $145, 
SANYO.  CAP,  $38,  WORTH  &  WORTH.  HER 
PEACOAT.  $450,  RALPH  LAUREN 


BOVE:  SINGLE- 
BREASTED  'PETROL' 
-  MICROFIBER 
VINCOAT,  $275,  AND 
HANEY'  COAT  WITH 
P-OUT  LINER,  $350, 
5NDON  FOG.  RIGHT: 
N4ISEX  RUBBER  BOOTS 
2,  AND  WOMEN'S 
MNSHOE,  $36,  J.  CREW 


lAL  BUSINESS 
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ersonal  Business 


II  \  y  II I  i;  I)  ]\  \  1 1  ]\  I  oren't  natural,  they're  as  sturdy  as  the  flannel 

lumberjack  shirts  you  wore  in  college.  Accessories 
Cozy  and  familiar  shapes — reminiscent  of  the  pea      add  comfort  rather  than  clutter.  And  instead  of 
jacket  and  the  car  coat — make  for  easygoing  heavy  metal,  designers  are  adorning  their  creations 

weekend  wear  this  season.  Even  when  the  fabrics      with  leather,  on  elbow  patches  and  discreet  trim. 


iBOVE:  HOBO  BAG, 
$198,  COACH.  LUMBER- 
JACK HAT,  $38, 
BANANA  REPUBLIC.  CAPS, 
$12  $  1 7,  AND  SCARVES, 
$20-$25,  GRANDOE.  BELOW: 
MAN  S  BRUSHED  COTTON 
PARKA  WITH  WOOL  LIN- 
ING, $975,  AND  WOOL 
JACQUARD  SWEATER, 
$300,  ERMENEGILDO 
ZEGNA.  BOY  S  PARKA, 
$70,  FLEECE  TOP,  $24, 
AND  PANTS,  $20, 
JONATHAN  STONE 


ABOVE:  HIS  LINED  LEATHER 
JACKET,  $495,  HER  'RED 
WAGON'  COAT  WITH  RE- 
MOVABLE LINING,  $184,  AND 
WOOL  LUMBERJACK  HAT,  $38, 
BANANA  REPUBLIC.  BOY  S 
LEATHER  VARSITY  JACKET, 
$175,  AND  JACQUARD  SWEAT- 
ER, $34,  GIRL'S  COTTON 
PLAID  BLAZER,  $58,  GAP  KIDS 
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D  ur  in  g  The 
Breaking  In"  Process  Of  Most  Shoes, 
Exactly  What  Gets  Broken  In? 


With  most  shoes 
"breaking  in" 
is  a  painful  process.  Your 
fragile  foot  fights  against  stiff 
construction  and  generally 
ungiving  materials. 


Not  with 
Allen-Edmonds.  Our  shoes 
are  constructed  and 
our  natural 


materials  selected,  to 
help  your  foot  fit  comfortably 
the  very  first  time  you 
wear  the  shoe. 

Men 
Edmonds 


We  start  with  our 
molded  replicas 
of  the 
human 


foot 
called  "lasts." 
Our  proprietary 
lasts  are  sculptured  to 
match  precisely  with  the  foot's 
every  contour. 


Each  Allen-Edmonds 
shoe  style  is  assigned  a 
specific  last,  then  crafted 
entirely  around  it:  The  shoe's 

leather  upper  and  lining 
are  pulled  over  the  last  tightly, 

eliminating  wrinkles 
or  bumps.  The  sole  is  attached 

firmly  to  the  bottom, 
then  worked  until  it  reflects 
each  contour  of  the  last. 
This  process  gives  the 
shoe  a  footprint. 


As  it  is  worn,  the  shoe  molds 
effortlessly  to  the  shape  of  the 

individual  foot. 
Natural  leathers 
and  real 


cork  allow 
the  foot  to  settle.  In  short,  it  is 
the  original  comfort  shoe. 
^\ 

So,  instead  of  using  the  foot 
as  a  blunt  instrument  to 
pound  a  shoe  into  submission, 
Allen-Edmonds  shoes  are 
designed  to  conform  to  your 
foot.  Without  a  fight. 
/''^ 
American  made 
Allen-Edmonds  shoes 
are  available 
at  fine , 
stores 
worldwide. 


Available  at  Nordstrom 


For  a  cflffl/()^  of  our  shoes  and  where  you  can  purchase  them,  send  $3.00.  Alkn-Edmivids  Shoe  Corp.,  Box  998,  Dept.  261,  Port  Washington,  WI 53074  USA 
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WITH  30,000  HOT  PROSPECTS 
ON  THE  LINE  EVERY  DAY 


As  you  read  this,  mail-order  giant  DAMARK  International  is  moving  16  camcorders,  12  garage  door  openers, 
8  motorized  kiddie  cars  and  now  6  more  camcorders... but  wait!  We  can't  write  this  fast  enough  to  keep  up! 
)rtunately,  Fujitsu's  F9600'"  telephone  system  can.  Its  unique  non-blocking  architecture  instantly  switches  all  calls 
through,  at  which  point  its  ACD  software  routes  these  calls  to  "next  available  agent"  to  minimize  wait  time. 
And  no  matter  how  fast  DAMARK  International  grows  -  sales  jumped  from  $1 .3  million  in  1986  to 
$214  milhon  in  1991 !  -  the  F9600's  modular  50-  to  9600-line  PBX  grows  seamlessly  right  along  with  it. 
Best  of  all,  the  robust  F9600  is  ISDN-ready  to  ID  future  callers  by  their  phone  numbers 
so  their  files  can  be  called  up  on-screen  before  the  agent  connects  the  line, 
"f//.  Air.  Jones.  How  did  you  like  those  golf  clubs?"  replaces  ''How  can  I  help  you?" 
To  see  how  Fujitsu  can  help  you,  call  1-800-553-3263. 


The  F9600  Digital  Telephone  from  Fu|ilsu,  a  $25-billion 
global  lelecommunicalions  leader  serving  over  100  countries 


FUJITSU 


Computers,  Communications,  Microelectronics 


Personal  Business 


'•^  Til  Ski.  .  .1)11  \iiT  Til  Ski 

Where  have  all  the  neons  gone?  Today's  sidwear 
colors  come  straight  from  nature — stone,  bone, 
and  primary  solids.  Ski  duds  have  grown  up.  For 


sport,  the  clothes  are  still  flexible  but  have  a  bit 
more  substance.  For  apres-ski,  coats  in  sensual 
weaves  are  cuddly  but  chic  The  extras  run  the 
gamut  from  expanses  of  fringed  cashmere  to 
warm,  whimsical  mittens. 


BELOW:  CASHMERE  SHAWL, 
$550,  CARLOS  FALCHI. 
TREKKER  BOOT,  $120, 
TIMBERLAND.  NORDIC  SCARF, 
$40.  AND  MITTENS,  $20, 


BRUSHED  PLAID  CAP,  $16,  AND 
GLOVES,  $46,  PLAID  CAP,  $20, 
J.  CREW.  NIKON  SUNGLASSES, 
ABOUT  $100,  AND  CAP,  $69, 
SCANDINAVIAN  SKI  SHOP 


EFT:  HIS  MICROFIBER  CEMENT-BLUE  JUMPSUIT, 
$698,  AND  WOOL  SWEATER,  $98,  SCANDINA- 
VIAN SKI  SHOP.  HER  ZIP-FRONT  PATROL  JACK- 
ET, $4(5,  AND  STRETCH  PANTS,  $195,  RALPH  LAUR- 
EN. ABOVE:  HIS  ORANGE  ANORAK,  $278,  AND  'LEX' 
SKI  PANTS,  $248,  SCANDINAVIAN  SKI  SHOP.  HER 
'ROYAL  POWDER'  JUMPSUIT,  $730,  RALPH  LAUREN 
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Vrm^M*riA  to  111  tiuv  alien.  Cmceft  im.  3>em^'HiJllA.  ii^M^,  CmirM  Md 


TH  E  PENINSULA 

BEVERLY  HILLS 


Share    The  Experience 


'^^.M,^^^^h^^'^b,^  The  Leading  Hotels  ot  The  World    Tollfree    (KOO)  22^  OHOO 'i^^  Preferred  Holels  and  Resons  Worldwide  lollln 
@  SteigenberHer  Reservaiion  ^erv  ue     lOlKree   i  HIJIJ )  22.^  =,<i^Z 
The  Peninsula  Beverly  Hills,  OHH2  Little  Santa  Monna  ISoulevard,  Beverly  Mills,  California  y0212 
"lei    (,^loi  273  48H8    Fax    (  3  U)  I  HSK  Tolllree    IK          r<i2  7H<)<)  11  ;s  A       Ca  nada  On  ly  ) 


rs  THF. 

Peninsula 

GROUP 
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VULriR),  HAVE  WE 

60T  NEWS  FOR  YOU! 


t's  us,  Dick  and  Dave,  with  really  good  news  for  dedicated  golfers:  By 
)opular  demand,  the  newsstand  distribution  of  Golf  Illustrated  has  |ust 
nore  than  doubled! 

)0  now  finding  Golf  Illustrated  at  your  favorite  newsstand  is  as  easy  as  a 
lalf-inch  putt. 

\nd  what  a  find  it  is.  One  reason  is  all  the  great  people  writing  for  Golf 
llustrated:  Chi  Chi  Rodriguez,  johnny  Miller,  |uli  lnl<ster,  lack  Whitaker. 

\nd  then  there's  what  they  write  about:  Every  issue  of  Golf  Illustrated 
;overs  just  about  everything  that  makes  the  whole  experience  of  golf 
;o  enjoyable. 

50  hurry  to  your  neighborhood  newsstand  and  look  for  the  new  issue.  If 
'ou  don't  see  it,  raise  a  ruckus.  Or  call  1-800-821  -CHIP  and  we'll  send  you  10  issues  for  just 
)  14.95.  That's  57%  OFF  the  regular  newsstand  price! 

Zall  today.  And  see  why  Golf  Illustrated  has  everybody  talking. . .  including  Dick! 


Golf  Illustrated 

Subscribe  today-and  watch  for  us  on  TV! 

I-800-821-CHIP 
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Homes  purchased  in  the  United  States 


since  1970: 83  million. 
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Homes  financed  in  the  secondary 
mortgage  market:  50  million. 
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Homes  financed  by  Freddie  Mac:  1  in  8. 


Home  IS  much  more  than  simple  shelter.  It  s  the  start  of  infinite 
possibilities,  a  source  of  security.  Homeownership  creates  a  strong,  stable 
community.  At  Freddie  Mac.  we  help  people  buy  homes.  By  increasing  the 
flow  of  funds  from  investors  to  lenders  to  home  buyers.  Freddie  Mac  makes 
mortgage  financing  more  available  and  affordable.  Since  1970.  we  ve 
financed  homes  tor  millions  of  American  families.  And  that  s  a  success 
story  we  re  proud  of. 


STEADY  FREDDIE 


a^^^<^c^c2Dt!::ba(^<  r  redaie  Mac  p 

(^^^  Ch  -(d  [£2j  t''^  -i    ™E  'DEA  BEHIND  ONE  IN  EIGHT  AMERICAN  HOMES.  /N^ 
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ex  to  Companies 

gives  the  starting  page  for  a  story  or  feo- 
h  a  significant  reference  to  a  cbmpony.  Most 
r'lei  are  indexed  under  their  own  names, 
lies  listed  only  in  tables  are  not  included. 


AN  OFFER 
WORTH  THE  PAPER 
IT'S  PRINTED  ON. 

With  every  new  subscription. 

Business  Week  will  plant  a  tree 

in  one  of  America's  Heritage  Forests. 
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Every  week  Business  Week  brings  you  up  to 
date  on  the  world  of  business.  We're  committed 
to  bringing  you  coverage  of  business  news  that 
is  not  only  timely  but  insightful.  Now,  we're 
also  committed  to  teaming  up  with  you  to  make 
a  positive  contribution  to  our  environment. 

With  the  help  of  the  Global  ReLeaf  Campaign 
of  the  American  Forestry  Association  (AFA),  we 
will  plant  a  tree  in  one  of  America's  Heritage 
Forests  with  every  new,  paid  Business  Week 
subscription. 

Global  ReLeaf  educates  people  on  opportunities 
to  enhance  the  environment  through  improve- 
ment of  trees  and  forests.  The  campaign  creates 
these  positive  environmental  opportunities  for 
individuals,  community  groups  and  businesses. 

The  Heritage  Forest  Progrom  is  one  such 
opportunity.  Heritage  Forests  are  speciol  public 
lands,  selected  by  the  AFA  as  lands  where 
private-sector  donations  can  create  new  forests, 
that  would  not  be  possible  under  existing  public 
programs  and  budgets. 


SUBSCRIBE  TO  BusinessWeek  NOW 

We'll  plant  your  tree  and  still  offer  you 
substantial  savings.  At  only  89<an  issue, 
you  save  64%  off  the  $2.50  cover  price 
and  make  a  positive  contribution  to  the 
environment. 

Enjoy  the  convenience  of  having  Business 
Week  delivered  and  the  satisfaction  of 
having  done  something  to  help  improve 
and  preserve  America's  forests. 

It's  easy  to  do.  Fill  out  one  of  the 
post-paid  cards  found  in  this  issue  and 
drop  it  in  the  mail  today  or  call  toll-free 
1-800-635-1200. 

for  more  inlormotion  on  the  Global  ReLeof  Progfom,  roll  (202)  66/  3300 
or  write  lo  them  ol  P  0  Box  2000,  Woshinglon,  DC  2001 3 
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Four  reasons  to  buy  aTl  microLaser™  printerj 


Now  there's  a  way  for  you  to  put  the 
power  of  Microsoft*  Windows™  on 
paper  —  microLaser  from  Texas 
Instruments. 

Designed  to  be  Windows<x)mpatible, 
there's  a  microLaser  just  right  for  your 
needs,  whether  you  need  a  personal  or 
shared  printer.  Here's  why:  ly^pf 
1.  Compatibility  With  HP  Al\Y^2 
LaserJet®  emulation  and       *  *  "  * 
Adobe*  PostScript®  software,  microLaser 
easily  supports  your  demanding  applica- 
tions. And  with  our  Microsoft  Windows 
driver,  set  it  and  forget  it  with  all  Windows 
applications. 

Not  only  does  PostScript  give  you  scalable 
outline  fonts  and  graphics,  it  also  means 
diatyour  microLaser  works  in  computing 


environments  like  Windows,  DOS®, 
Apple*  Macintosh®, OS/2*  and  UNIX®. 

2.  Performance  postscript- 

When  it  comes  to  Software  From  Adobe 

printing  high-quality  documents  fast, 
microLaser  really  makes  you  look  good. 
At  either  nine  or  16  pages-per-minute, 
microLaser  printers  speed  you  through 
documents  in  a  hurry.  Plus  PostScript 
means  what  you  see  on  your  screen  is 
what  you  get  on  paper.  You  can  even  tur- 
bocharge  your  microLaser  with  a  RISC 
processor  for  blazing  fast  graphics. 

3.  Reliability  When  you  buy  a 
printer,  you  want  it  to  print  And 
print.  And  print  That  s  just  what 
the  microLaser  does. 

Take  our  personal  microLaser  Plus  for 


Features 

microLaser  Plus 
Basic 

microLaser  Plus 
PSI7/PS35 

microLaser 
Turbo 

microLaser  XL 
Turbo 

PPM 

Emulation 
Processor 
Fonts 
List  Price 

9  ppm 

HP  Userjet  II 

68000 

14  HP  Fonts 

$999 

9  ppm 

HPLJII/PostScript 
68000 

17  or  35  Scalable 
$1,399/$1,499 

9  ppm 

HPLjII/PostScnptll 
RISC/8220 
35  Scalable 
$1,749 

16  ppm 

HPLJlI/PostScriptll 

R1SC/822C 
35  Scalable 
$3,649 

example.  With  its  high  duty  cycle  of 
10,000  pages-per-month*  and  a  standard  js 
oneyear  limited  warranty*  *,  you  can  rely 
on  your  microLaser  to  work  the  first  time 
every  time,  for  years. 

4.  Value  Starting  as  low  as  $999t,  tl-iere'|!! 
a  microLaser  designed  to  fit  any 
budget  From  the  single  user  all 
the  way  up  to  a  network  Con- 
sider this,  too:  microLaser's  average  cost 
per  page  is  only  1.9  cents^,  while  some 
laser  printers  average  around  3.3  cents. 
The  microLaser  not  only  makes  sense,  it 
saves  you  money,  too. 

For  details  on  the  right  microLaser  for 
you  and  the  name  of  the  nearest  dealer,  ca 

l'800-527'3500. 

The  microLaser  ?S\1  has  earned  the  1990  PC  World  Best  Buy 
award;  microLaser  PS  35  has  earned  the  1990  InfoWorld  Excelien 
Value  award  and  4'/;  mice  trom  MacUser,  October  1990. 


Texas 


Instruments 


'Based  on  esomared  typical  usage.  *  'For  more  informanon  on  semce  upgrade  options,  call  1-^00^7-57 ^7  in  the  U  S.  and  l-80O'268-6314  m  Canada  tSugyested  retail  pnce  —  dealer  pnces  may  vary.  JBased  on  suggested  retail  pr 
of  Qinsumables  and  approximate  page  ajverage  rating  for  each  consumable  at  4%  black  (toner,  developer  and  OPC).  rrucmLaser  is  a  trademark  of  Texas  Instmments  Inourporated.  Mic"rx;>so(t  and  DOS  are  r^ster^d  trademarks,  and  Wmdof 
IS  a  trademark  of  Microsoft  0:>rpotaDon.  Adobe,  PostScnpt  and  the  PostScnpt  logo  are  registered  trademarks  of  Adobe  Systems  Incorporated  which  may  be  registered  in  certain  jurisdictions,  LaserJet  is  a  registered  trademark  of  HeW 
Packard,  Inc  Apple  and  Macintosh  are  registered  trademarks  of  Apple  Computer.  Inc.  OS/2  is  a  registered  trademark  otTntemadonal  Busmess  Machines  Corporation.  UNIX  is  a  registered  trademark  of  AT&T.  ©1992  TI  76543, 
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BONDS 

Sept.     Mar,     Sept     Sept.  3-9 


'  i\6  36 

•  415  1300 


52-week  change 
+8.1  % 


1  -week  change 
-0.4% 


Treasury  tnd«x 


52-week  change 
-•^8.8% 
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THE  DOLLAR 

Sept      Mar      Sept      Sept.  2-9 


  U80  90 


1450  80 


1  -week  change 
+  1.6% 


52-week  chonge 
-7.2% 
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1  -week  chonge 
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KET  ANALYSIS  1 

%  <liang 

e 

}CKS 

Latest 

Week 

52-week 

ES  INDUSTRIALS 

3271.4 

-0.6 

9.5 

ANiES  (Russell  1000) 

220.3 

-0.3 

9.2 

MPANIES  (Russell  2000) 

190.6 

0  0 

8  2 

ANIES  (Russell  3000) 

234.0 

-0  3 

9  1 

4  STOCKS 


Latest 


FINANCIAL  TIMES  100) 
IKKEI  INDEX) 
(TSE  COMPOSITE) 


2327.5 
18,875.6 
3449.1 


%  change  (local  currency) 
Week  52-week 


0.6 
7  3 
0.4 


-1  1.4 
-16  1 
0.6 


FUNDAMENTALS 

Latest 

Week  ago 

Year  ago 

90-DAY  TREASURY  BILL  YIELD 

2.98% 

3.21% 

5.39% 

30-YEAR  TREASURY  BOND  YIELD 

7.26% 

7.38% 

8.02% 

S&P  500  DIVIDEND  YIELD 

2.97% 

2.96% 

3.2% 

S&P  500  PRICE/EARNINGS  RATIO 

24.5 

24.6 

19.7 

TECHNICAL  INDICATORS 

Latest 

Week  ago 

Reading 

S&P  500  26-week  moving  overage 
Stocks  above  26-week  moving  average 
Speculotive  sentiment:  Put/coll  ratio 
Insicier  sentiment:  Vickers  sell/buy  ratio 

412.3 
45.2% 

0  43 

1  78 

41  1 .9 
44.0% 

0  42 

1  72 

Positive 
Neutral 
Positive 
Positive 

STRY  GROUPS 


%  change 


BRIDGE  INFORMATION  SYSTEMS  INC 


%  change 


EEk  LEADERS 

4-week 

52-week 

Strongest  stock  in  group 

4-week 

52-week 

Price 

PLORATION  AND  PRODUCTION 

1  1.2 

-27.9 

ORYX  ENERGY 

12.6 

-30  9 

24  5/  8 

\NCE  BROKERS 

6.6 

10.1 

MARSH  &  McLENNAN 

7.4 

8  3 

83  % 

AND  GLASS  CONTAINERS 

6.6 

15.6 

CROWN  CORK  &  SEAL 

9  2 

24.9 

35 

NG 

6.3 

1  1.5 

ROADWAY  SERVICES 

8,7 

31,7 

62  1/4 

CHAINS 

5.2 

1.3 

WINN-DIXIE  STORES 

13  8 

47  3 

53  V4 

EEK  LAGGARDS 

% 

4-week 

change 

52-week 

Weakest  stock  in  group 

%  change 
4-week  52-week 

Price 

lUILDING 

-12  2 

32.7 

KAUFMAN  &  BROAD  HOME 

-24.2 

6.8 

1  1  % 

iS  AND  LOANS 

-9  7 

-1  1.2 

H.  F  AHMANSON 

-12,5 

-18.5 

1  4  78 

-8.3 

2  9 

ARMCO 

-15.3 

38  9 

6  '/4 

AL  MANAGEMENT 

-8.2 

-39  1 

COMMUNITY  PSYCHIATRIC  CENTERS 

-14.3 

-66  2 

9 

iHINGS  AND  APPLIANCES 

-7.3 

0.7 

MAYTAG 

-12  4 

-7.8 

13  'A 

Al f UNDS 


MORNINGSTAR  INC 


i 

total  return 

% 

LAGGARDS 

Four-week  total  return 

% 

ARD  INTL.  EQUITY  INDEX  PACIFIC 
PANESE  SMALL  COMPANY 

19.9 
19  3 
17.0 

LEXINGTON  STRATEGIC  INVESTMENTS 
UNITED  SERVICES  GOLD  SHARES 
OPPENHEIMER  GLOBAL  BIO-TECH 

-14  3 
-9  1 
-7.4 

otal  return 

% 

52-week  total  return 

% 

Y  SELECT  SAVINGS  &  LOAN 
)M  REGIONAL  BANK  B 

47.8 
44  0 

38.8 

LEXINGTON  STRATEGIC  INVESTMENTS 
UNITED  SERVICES  GOLD  SHARES 
SCHIELD  VALUE 

-47  6 
-36.1 
-313 

4-weel<  tolol  return 


Average  fund 
52-week  totol  return 


I 


IVE  PORTFOIIOS 


nounts 
t  the  present 
SI  0,000 
one  year  ago 
lortfolio 

^es  indicate 
otal  returns 


nil 


Ti'easiiry  bonds 
$11,975 

+2.54% 


U.  S. slocks 
$10,985 

-^0.10% 


Forei."!!  slocks 
$10,545 

+  1.70% 


Money  market  fund 
$10,348 

+0.06% 


DATA  RESOURCES  INC 


Cold 

$9,905 

-0.13% 


fhis  page  are  as  of  market  close  Wednesdov,  September  9,  1  992,  unless  otfierwise  incJicatecJ  September  8  Mutual  fund  returns  are  as  of  September  4  Relative  portfolios  ore  valued  as  of  September  8 
ups  include  S&P  500  companies  only,  performance  and  share  prices  are  as  of  market  close        A  more  detailed  explanation  of  tfiis  page  is  available  on  request 
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THE  FISCAL  QUICK-FIX  CANNOT  CURE  US 


■■■lu-  U.S.  economy  is  in  a  lot  worse  shape  than  anyofie 
^■^th()U,tiht  it  would  be  a  few  months  a,i?o.  It's  now  clear 
Wm  that  wi'  are  not  merely  dealinj?  with  a  cyclical  down- 
turn. The  world  economy,  and  the  U.  S.  economy  with  it,  is  in 
the  throes  of  major  structural  realijinment.  The  end  of  the 
cold  wai'  has  already  caused  tremendous  dislocations.  At 
the  same  time,  the  globalization  of  the  economy  is  tri'^gering 
changes  that  will  l)e  with  us  for  years  as  the  U.  S.  wrestles 
with  the  problem  of  comi)eting  against  low-cost  rivals. 

Parallel  to  those  global  trends  are  structural  i)roblems  in 
the  U.S.  that  are  going  to  take  a  long  time  to  run  down. 
They  are  the  consequences  of  the  19fS()s'  debt  sjiree:  real  es- 
tate overlniilding,  the  s&l  debacle,  and  the  huge  run-ui)  of 
debt  in  society— by  government,  corporations,  and  consumers. 

The  question  now  is  whether  the  U.  S.  should  use  fiscal 
stimulus  to  get  the  economy  moving  again.  That  could  be 
achieved  either  by  cutting  taxes  or  by  raising  spending.  We 
have  long  favored  specific  tax  cuts  to  stimulate  investment, 
such  as  R&D  tax  credits,  reinstitution  of  investment  tax  cred- 
its on  new  plant  and  machinery,  indexed  capital  gains,  and  the 
elimination  of  double  taxation  on  dividends.  But  such  cuts 
would  take  a  long  time  to  work.  Thus,  some  economists  insist 
that  we  need  to  increase  government  spending  now  and  to  tar- 
get the  money  for  projects  that  boost  productivity  and  invest- 
ment—even if  that  adds  to  the  deficit  in  the  short  run. 

That's  the  core  of  the  debate  now  raging  between  the  pro- 
ponents of  fiscal  stimulation  and  those  who  favor  fiscal  pro- 
bity. This  is  a  debate  with  no  easy  answers,  i)ecause  strong 
ca.ses  can  be  made  for  both  points  of  view,  as  reflected  in  our 
own  pages  (pages  30  and  31). 

The  economy  is  growing,  but  at  an  anemic  rate.  Employ- 
ment isn't  rising,  it's  falling.  On  the  face  of  it,  this  is  an  econ- 
omy crying  out  for  fiscal  stimulus— especially  to  offset  the 
sharp  cutbacks  in  defense  spending.  But  there  are  two  pow- 

1  .  r 

erful  I'easons  why  we  can't  turn  on  the  spending  spij 
First,  a  decade  of  fiscal  irresponsibility  has  rendered  po' 
makers  fiscally  impotent.  Second,  there  is  a  timing  probj 
Two  months  before  the  elections,  any  fiscal  stimulus  paclj 
is  sure  to  be  loaded  with  a  Christmas  tree  of  goodies.  ■ 
Contrary  to  what  some  economists  and  politicians  Ij 
been  saying,  deficits  do  matter.  It  is  the  huge  deficit— pro.! 
ed  at  $375  billion  in  fiscal  1993,  on  top  of  a  debt  that  has' 
looned  liy  $2.8  trillion  over  the  last  ten  years— that  is  h 
stringing  U.  S.  fiscal  policy  options.  The  inflation  potenti; 
such  a  huge  deficit  is  the  reason  why  long-term  inte 
rates  are  still  sky-high  compared  with  short-term  rate; 
(luick-fix  fiscal  stimulus  would  only  exacerbate  the  del 
prove  that  fiscal  policy  is  out  of  control,  and  push  up  L 
term  rates. 

So  what  we  are  left  with  in  the  short  term  is  monei 
policy.  It's  true  that  so  far-  monetary  policy  has  not 
duced  a  healthy  recovery.  But  here,  too,  the  deficit  is  the 
lain.  The  Fed  has  cut  short  rates  by  five  percentage  pc 
over  the  past  two  years.  Normally,  long-term  interest  r 
would  have  fallen  in  lockstep— but  that  hasn't  happene 
the  face  of  these  huge  deficits.  It's  no  mystery  why 
Fed  hasn't  l)een  al)le  lo  spur  bank  lending.  Why  sh< 
banks  lend  to  businesses  at  6%  when  they  can  earn  a  i 
free  7.3%  on  U.  S.  Ti-easury  bonds?  Still,  the  present  disc( 
rate  of  3%  allows  the  Fed  room  for  more  cuts.  Lower  ir 
est  rates  will  help  address  the  debt  prolilems  of  consun 
and  businesses. 

Longer  term,  what  is  needed  is  a  credible  plan  to 
the  deficit  and  encourage  the  engines  of  growth,  such  as 
man  capital  and  business  investment.  But  that  will  hav 
wait  until  after  the  election,  when  the  newly  elected  Pi 
dent  and  Congress  will  have  to  plot  out  a  long-term  plar 
reinvigorating  the  economy. 

TOKYO'S  MISSED  OPPORTUNITIES 

■  n  agi'eeing  to  pump  $87  l^illion  into  the  flagging  Japanese 
H  economy,  Prime  Minister  Kiichi  Miyazawa  and  his  Lil)er- 

■  al  Democratic  Party  have  taken  a  vital  step  to  shore  up 
the  l)edraggled  Tokyo  stock  market  and  prop  up  the  na- 
tion's ailing  banks.  But  their  focus  on  traditional  pork-barrel 
infrastructure  projects  and  measures  to  support  stocks,  land 
jjrices,  and  corjiorate  investment  leaves  Japanese  consumers 
out  in  the  cold.  That  may  i)e  a  grave  mistake. 

It's  clear  that,  despite  their  promises,  the  Japanese  aren't 
moving  toward  a  more  open,  consumer-driven  economy.  Miy- 
azawa and  the  bureaucrats  who  run  Japan's  economic  policy 
could  have  pushed  through  consumer  tax  cuts  to  spur  spend- 
ing and  imports.  They  also  could  have  used  the  current 
weak  spell  as  the  catalyst  to  finally  start  opening  up  the  na- 
tion's tightly  woven  keiretnu  system  of  coi'porate  cross-hold- 
ings. Favoring  exports  over  domestic  demand  and  producers 

over  consumers,  this  network  keeps  consumer  choices  li 
ed  and  prices  high.  At  its  worst,  the  system  shuts  out 
cient  foreign  competitors  such  as  American  insurance  cor 
nies,  which  have  found  themselves  unable  to  sell  j 
coverage  through  car  dealers  obliged  to  favor  the  insurer 
their  keiretsn  families. 

The  pump-priming  program  carries  with  it  the  risl 
rising  tension  with  Japan's  trading  partners.  Big  manufac 
ers  are  capitalizing  on  this  year's  slump  by  rationali: 
product  lines,  making  factor-ies  more  efficient,  and  shaping 
for  the  next  round  of  global  growth.  But  with  Japan 
ready  running  a  $130  l:)illion  trade  surplus,  international  r 
tions  can  only  worsen.  Miyazawa's  effort  to  goad  Jaji 
economy  to  a  growth  rate  of  3.5%  a  year  is  laudable.  But 
best  way  to  do  that  would  have  l^een  to  focus  less  on  ] 
and  more  on  the  consumer's  pocketbook. 
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one  of  the  world's  preeminent 
earch  and  care  facilities  for 
Idhood  cancer,  St.  Jude  Chil- 
n's  Research  Hospital  is  on 
;  front  line  in  the  battle 
ilnst  this  devastating  disease, 
d  the  hospital's  most 
,verful  weapon,  it  has 
nd,  is  information. 

"Our  goal  is  to  per- 
m  the  type  of  research 
t  will  make  a  differ- 
:e  In  the  battle,"  said 
nnis  Givens,  Director 
Information  Systems. 

With  that  as  its  mis- 
n,  the  hospital's  abil- 
to  create  a  free  and 
icient  flow  of  infor- 
tion  is  all  the  more 
ential  to  its  purpose. 

"That  ability  helps 
recruit  and  retain 
)  researchers,"  Givens 
d.  "And  it  promotes 
:  exchange  of  research 
ults  with  outside  col- 
gues,  which  helps  us 
pact  patient  -  care 
irldwide." 

That  ability,  bow- 
er, was  not  always 
;re.  As  Communica- 
ms  Manager  Albert 
jrrington  said:  "We 
inted  to  build  an  environment 
lere  systems  were  not  stumbling 
)cks  to  doing  research.  But  a 
:k  of  integrated  computing 
sources  hampered  us. " 

"Compounding  the  problem 
the  fact  that  we  track  patients 


>  P  E 


for  years,  "  Givens  added.  "And 
each  one  has  hundreds  of  records 
generated  by  doctors,  biostatisti- 
cians,  psychologists,  pathologists, 
pharmacists,  the  list  goes  on." 

So  the  hospital  set  out  to 


ST.  JUDE 

HOSPHAL 

RELIES  ON 


•Mil 


TO  HELP  IT 


that  had  a  flexible  growth  plan. 

Given  all  this,  and  that  the 
selection  would  have  a  lasting 
impact  on  the  hospital's  viability, 
the  choice  was  clear. 

"Digital  kept  popping  up 
as  the  only  choice,'' 
Herrington  said. 
"Everything's  already 
there  -  the  applica- 
tions, the  scalability, 
the  ability  to  connect. 
You  decide  what  you 
want  to  do  and  then 
just  do  It. " 

"Digital  is  a  solu- 
tions vendor,  "  Givens 
said.  "Th  ey  recom- 
mended what  was  best 
for  our  specific  problems 
-  and  in  some  cases,  that 
even  meant  they  recom- 
mended someone  else's 


equipment. 
"Our 


MORE  THAN 

INFORMATION. 


find  a  computing  platform  that 
would  give  researchers  portabil- 
ity and  interoperability  across 
the  different  systems  already 
being  used  by  the  hospital  and 
its  collaborators.  One  that  was 
rich  in  applications.  And  one 


researchers 
can  now  access  infor- 
mation across  different 
systems  and  assemble 
documents  in  hours 
that  once  might  have 
taken  days,  "  Herring- 
ton  concluded.  "Getting 
information  that  much 
faster  helps  them  and 
St.  Jude  reach  their 
goal  that  much  faster." 

If  there's  a  goal  you're  in 
a  hurry  to  reach,  then  call 
1-800-DEC-INFO,  exten- 
sion 94,  or  your  Digital  rep- 
resentative 
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A  lot  of  furniture  budgets  are  uncomfort- 
ably tight  these  days. 

And  maybe  you've  considered  squeezing 
a  few  more  years  out  of  your 
old,  uncomfortable  office  chairs. 

Or  squeezing  your 
employees  into  "bargain"  furni- 
ture that  doesn't  fit  your  needs. 

Generally,  such  cost  saving  measures  cost 
more  than  they  save.  Which  is  why  you  should  con- 
sider some  alternatives  from  Haworth. 

Whether  you're  looking  for  seating,  open 
plan  systems,  desks  or  files,  we  offer  a  wide  selection 
to  suit  your  company's  style 
and  budget.  With  a  variety  of 
financing  and  leasing  plans  to 
help  cushion  your  cash  flow. 

We  can  also  help 
stretch  your  dollars  by  finding  the  best  market  price 
for  your  used  furniture. 

Or,  if  you  already  own  Haworth  office 
furniture,  we  can  help  you  upgrade  it  instead.  To  en- 
hance its  appearance,  efficiency  or  power  capabilities. 

Most  important,  we 
can  help  vou  compare  the  costs. 
System  27  Chair     advantages  and  possible  tax  bene- 
fits of  each  alternative. 

So  even  if  your  fur- 
niture budget's  tight,  you  can  still  be  sitting  pretty. 

To  leant  luriV  Hawoi-fh  proiliicts  ii/ui scmt'ces 
can  add  value  to  your  fatiiitiire  invest ttietit,  call  I , aura 
C tamer  at  J -800-344-2000. 
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The  production  index  edged  up  during  the  week  ended  Sept  5  On  a  season- 
ally adjusted  basis,  rail-freight  traffic  rose,  as  did  paperboord  and  lumber  production 
Auto  ond  truck  output  declined  because  of  a  strike  at  General  Motors  Corp.  that 
closed  14  plants  Crude-oil  refining  and  production  of  steel,  electric-power,  coal,  and 
paper  also  decreased.  Before  calculation  of  the  four-week  moving  overage,  the  index 
rose  to  183  6  from  182,7. 
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The  leading  index  increased  during  the  week  ended  Sept  5,  with  almost  all  in- 
dicators showing  improvement  In  particular,  the  change  in  materials  prices  increased 
shorply,  while  higher  stock  prices,  lower  bond  yields,  and  better  growth  rates  for 
real  estote  loons  and  M2  indicated  positive  signals  for  the  economy.  The  number  of 
business  failures  was  up,  however  Before  calculation  of  the  four-week  moving  aver- 
age, the  index  jumped  to  215,2  from  212.8, 
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latest 
week 

Week 
ago 

%  Change 
year  ago 

Latest 
week 

Week     %  Chonge 
ogo      year  ago 

STEEL  (9/12)  thous  of  net  tons 

1,619 

1,644# 

-5.5 

STOCK  PRICES  (9/ll)S&P500 

417  58 

416,61 

8.2 

AUTOS  (9/12)  units 

94,917 

93,578r# 

-18  6 

CORPORATE  BOND  YIELD,  Aoa  (9/1 1) 

7.87% 

7.93% 

-8.8 

TRUCKS  (9/12)  units 

65,773 

75,053r# 

-15,6 

INDUSTRIAL  MATERIALS  PRICES  (9/1 1) 

100,1 

100.0 

3.4 

ELECTRIC  POWER  (9/1  2)  millions  of  kiiowott-hours 

59,907 

59,795# 

-3,4 

BUSINESS  FAILURES  (9/4) 

400 

372 

5.3 

CRUDE-OIL  REFINING  (9/i2)thous  ofbbl./day 

13,864 

13,117# 

-0,8 

REAL  ESTATE  LOANS  (9/2)  billions 

$396  5 

$395, 3r 

-2.7 

COAL  (9/5)  thous,  of  net  tons 

19,266# 

19,774 

5  5 

MONEY  SUPPLY,  M2  (8/31)  billions 

S3, 421  2 

$3,413.0r 

12 

PAPERBOARD  (9/5)  thous.  of  tons 

780.5# 

767,5r 

-0,8 

INITIAL  CLAIMS,  UNEMPLOYMENT  (8/29)  thous 

394 

386 

-6.0 

PAPER  (9/5)  thous.  of  tons 

757, 0# 

766.0r 

-1,0 

Sources:  Standard  &  Poor's,  Moodys,  journal  of  Commerce  (index:  1980=100),  Dun  &  Brad- 
street  (failures  of  large  companies),  Federol  Reserve  Board,  Labor  Dept  CIBCR  seasonally  adjusts 
data  on  business  failures  and  reel  estate  loons 

LUMBER  (9/5)  millions  of  ft. 

477.5# 

472.4 

14  4 

RAIL  FREIGHT  (9/5)  billions  of  ton-miles 

21  8# 

21.6 

211 

Sources:  Americon  Iron  &  Steel  Institute,  Word's  Automotive  Reports,  Edison  Electric  Institute, 
American  Petroleum  Institute,  Energy  Dept.,  American  Paper  Institute,  WVVPA  ,  SFPA  ,  Association 
of  American  Railroads 


MONTHLY  ECONOMIC  INDICATORS 


■  M:HM.li'<^IM!M: 


Latest 
week 

Week 
ago 

Year 
ago 

JAPANESE  YEN  (9/i6) 

125 

123 

135 

GERMAN  MARK  (9/i6) 

1,51 

1.41 

1  69 

BRITISH  POUND  (9/16) 

1  84 

1.98 

1.73 

FRENCH  FRANC  (9/i6) 

5.14 

4.80 

5.77 

CANADIAN  DOLLAR  (9/16) 

1.22 

1.21 

114 

SWISS  FRANC  (9/16) 

1.32 

1  25 

1  48 

MEXICAN  PESO  (9/i6) 

3,073 

3,046 

3,050 

Sources:  Ma|or  New  York  bonks  Currencies  expressed 
pound  expressed  m  dollars 

in  units  per  U  S  dollor,  exce 

pt  for  British 

PRICES 

Latest 
week 

Week 
ago 

%  Change 
year  ago 

GOLD  (9/16)  S/troyoz. 

349  000 

343  000 

0  2 

STEEL  SCRAP  (9/15)  #1  heavy,  $/ton 

93  50 

92  50 

-3  6 

FOODSTUFFS  |9/14)  index,  1967=100 

198.1 

201.2 

-4.6 

COPPER  (9/12)  C/lb. 

1  13.5 

1  15.0 

2.5 

ALUMINUM  (9/12)  c/lb 

58.5 

59.5 

2  1 

WHEAT  (9/12)  #2  hard,  S/bu, 

3.54 

3  50 

8  3 

COTTON  (9/ 12)  strict  low  middling  M/16in,,  C/lb 

54.10 

54  32 

-14.7 

Sources:  London  Wednesday  final  setting,  Chicago  market.  Commodity  Research  Bureau,  Meto's 
Week,  Kansas  City  market,  Memphis  market 


latest 
month 

Month 
ago 

%  Change 
year  ago 

INDUSTRIAL  PRODUCTION  (Aug  )  total  index 

108,6 

109. 2r 

0.6 

CAPACITY  UTILIZATION  (Aug ) 

78,5% 

79,0%r 

-1.6 

CONSUMER  PRICE  INDEX  (Aug) 

140  9 

140.5 

3.1 

RETAIL  SALES  (Aug  )  billions 

$159,7 

$160, 6r 

3.8 

Sources:  Federal  Resei-ve  Board,  BLS,  Census  Bureau 

l!l.1!hn;Vil!MIV.W.mHli^^H^ 

week 

Week 
ago 

%  Change 
yeor  ago 

MONEY  SUPPLY,  Ml  (8/3 1| 

$979.0 

$972, 4r 

13.0 

BANKS'  BUSINESS  LOANS  (9/2) 

276.0 

275,0r 

-9.2 

FREE  RESERVES  (9/2) 

831 

575r 

-6.0 

NONFINANCIAL  COMMERCIAL  PAPER  (9/2) 

137,7 

136  3 

1.0 

Sources:  Federal  Reserve  Board  [in  billions,  except  for 
two-week  period  in  millions) 

Tee  reserves,  \ 

which  are  expressed  for  a 

MONEY  MARKET  RATES 

Latest 
week 

Week 
ago 

Year 
ago 

FEDERAL  FUNDS  (9/i5) 

3  20% 

3,13% 

5.44% 

PRIME  (9/16) 

6,00 

6,00 

8.07 

COMMERCIAL  PAPER  3-MONTH  (9/i5) 

3  15 

3,18 

5.51 

CERTIFICATES  Of  DEPOSIT  3-MONTH  (9/i6) 

3.09 

3.08 

5.50 

EURODOLLAR  3-MONTH  (9/i2) 

3  08 

3.36 

5.51 

Sources:  Federal  Reserve  Board,  First  Boston 


#Raw  data  in  the  production  indicators  ore  seosonoHy  adjusted  in  computing  the  BW  index  (chart),  other  components  (estimated  and  not  listed]  include  machinery  and  defense  equipment. 
1  ^Western  Wood  Products  Assn      2  ^Southern  Forest  Products  Assn      3  =  Free  market  volue     NA  =  Not  ovailable     r=  revised     NM  ^  Not  meaningful 
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?HiLiPPiNE  Airlines  Puts  Asia, 

Australia,  Europe,  And  America 


Right  In  The  Palm 

Of  Your  Hand. 


Across  vast  oceans  and  continents  we  fly  to  35  cities  all  ^^B^^K  ^PP^^^ 

over  the  world.  Touching  each  and  every  one  with  an  ^^Bltt^K 
exceptional  warmth  and  hospitality  found  nowhere 

else.  And  bringing  them  all  within  your  reach.  SHINING  THROUGH 

6A-CA 


Mdeoconferendng 
at  a  moment's  notice. 


Q.  iC  

U.  IJ>=llli 


U.  Jl  I  ^  ^ 
U.  JU  'di  U  l 


You  have  a  great  idea.     You  set  your  schedule.      You  present  your  idea 

With  SP  Telecom's  Media  Express  network,  your  next  great  idea  is  only  minutes  away  from  a  videoconference. 
Media  Express  videoconferencing  is  that  easy. 

Unexpected  meetings  to  discuss  timely  issues  can  be  scheduled  immediately.  This  gives  your  company  an  edge. 

Even  when  you're  not  in  a  hurry,  Media  Express  is  still  the  best  way  to  videoconference.  One  reason  is  our 
one-of-a-kind  Automated  Scheduler.  Instead  of  using  an  operator,  you  simply  choose  the  parameters  for  your  conference 
through  a  PC  interface. 

You  can  schedule  point-to-point  or  multipoint  conferences.  Plus,  at  a  moment's  notice,  you  can  extend  your  video- 
conferences  or  end  them  early,  and  pay  only  for  the  minutes  you  use.  Every  conference  has  complete  password  security. 

Plus,  with  Media  Express  you'll  get  detailed  call  records  sorted  by  cost  centers  according  to  your  particular  needs. 

Give  your  company  a  competitive  edge  with  a  true  on-demand,  reliable  videocon- 
ferencing network.  Call  today  and  ask  about  Media  Express.  It's  ready  when  you  are. 

1-800-229-7782.  >^    7  ^  Adding  value 

to  your  business 
is  our  business 


(iO  Spear  St..  7tli  Moor.  San  Francisc  o.  CA  94  lO.'i  ©1992.  I'alent  PcndinK-  Media  Express  is  a  service  mark  of  SP  Telecom 
6B-CA 


m  m  What  kind  of  business  is  this': 


Where  people  are 
?dicated  to  helping  others, 
ther  than  just  making  lots 
money? 

Well,  it's  Goodwill  Industries  of 
jnver,  one  member  of  the  Goodwill 
dustries  worldwide  agency  network. 
With  agencies  in  31  countries,  Goodwill 
dustries  is  the  world's  largest  non- 
ofit  provider  of  vocational  services, 
d  also  the  world's  largest  private  sector 
iployer  of  the  culturally  disadvantaged. 
You  ask  if  this  is  the  Goodwill 
dustries,  who  collects  and  sells  our 
d,  but  reusable  items? 
Why  yes,  it  is. 

Their  dedication  to  those  less  fortunate 
routed  from  the  idea  that  all  people 
n  be  contributors.  And  through  their 
forts,  you  can  see  the  rewards  of 
immitting  the  best  aspects  of  business 
social  responsibility. 
So  when  Wendy  Lutter  and  Eric 
jsler,  second  year  MBA  students  at  the 
niversity  of  Denver  Graduate  School  of 
isiness,  looked  to  contribute  to  the 


not-for-profit-sector.  Goodwill  Industries 
of  Denver  was  an  ideal  partner. 

Wendy  and  Eric  are  part  of  a  unique 
Denver  MBA  Program  student  group 
called  Graduates  Involved  in  Volunteer 
Efforts.  GIVE  has  played  an  integral  part 
in  the  graduate  business  curriculum  since 
1989,  providing  opportunities  to  learn  the 
importance  of  social  responsibility  in 
business  decisions  and  environments. 

"While  working  on  various  accounting 
and  finance  projects,  I  received  an 
unexpected  wake-up  call,"  Eric  explains. 

"I'm  now  involved  in  the  development 
of  a  new  pilot  program  that  can  benefit 
thousands  of  disabled  students  in  the 
Jefferson  County  School  system." 

Responsible  for  a  number  of  marketing 
projects,  Wendy  adds,  "Not  often  is  an 
intern  given  the  chance  to  come  into  an 
organization  at  a  senior  management  level 
and  be  included  in  their  decision  making." 

"But  more  importantly,  I  see  how 
essential  it  is  to  understand,  appreciate 
and  contribute  to  the  non-profit  sector,  to 
help  strengthen  our  communities." 

At  the  University  of  Denver  Graduate 


School  of  Business,  we  believe  in  and 
support  this  concept  of  commitment 
and  responsibility. 

And  Wendy,  Eric  and  GIVE  are  a 
reflection  of  our  efforts.  New  ideas  and 
refreshing  perspectives,  added  to  a  rich, 
84-year  history  of  business  education.  All 
to  prepare  women  and  men  for  business 
leadership  and  management. 

"What's  really  ironic,"  says  Wendy, 
"is  that  I  came  to  the  University  of 
Denver  for  an  educational  experience 
other  MBA's  won't  have. 

"But  now,  I  sincerely  wish  every 
MBA  student  could  experience  what 
I'm  experiencing." 


University  Of  Denver 


University  Park 
2020  South  Race  Street 
Denver.  Colorado  80208  USA 
Phone:  (303)  871-3416 


For  more  informalion  on  Goodwill  Industries,  please  contact  your  local  Goodwill  Industries  Agency 
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Put  Nu  Skin  to  the  test  and  discover  an  exceptional  opportunity." 

Craig  Biysoit,  Clara  McDermott,  and  Craig  Titlotson,  Nu  Skin  Distributors 


"When  you  examine  a  network  marketing  opportunity,  ask  yourselt  three  questions.  Does  the 
product  keep  the  promise?  Will  you  profit  without  hurting  others?  And  would  you  really  want  your 
name  to  be  associated  with  this  company?  It's  difficult  to  Fmd  a  network  marketing  opportunity  that 
passes  the  test  because  only  a  few  companies  realize  that  success  comes  from  responsibility.  But  if 
you  tmd  an  opportunity  like  Nu  Skin,  it  really  is  a  win/win  proposition  tor  everyone.  That's  the 
reason  why  we're  Nu  Skin  Distributors."   Hear  the  fiiU  story  of  the  Nu  Ski?i  opportiinity  front  tin  hidependent 


Nil  Skill  Distributor.  Call  (SOU)  4S7-2121. 


©    1  992    Nu    Skin    International.  Inc. 
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ARE  AMERICAN  WORKERS  FEEDING 
THE  HAND  THAT  BITES  THEM? 

In  "The  global  economy:  Who  gets 
hurt"  (Cover  Story,  Aug.  10),  the  case 
was  for  free  tratie  as  a  net  plus  for  the 
U.  S.  economy,  while  offering  examples 
of  workers  who  have  been  hurt  by  the 
changes  taking  place.  In  the  case  of  the 
McAmis  family,  featured  in  the  article,  it 
appears  that  their  personal  involvement 
in  the  movement  of  some  jobs  out  of  the 
country  may  predate  the  flight  of  Mr. 
McAmis'  own  job  to  Mexico  last  Febru- 
ary. Is  the  family  not  pictured  with  an 
older  model  Toyota  pickup? 

William  Glenn 
Ketchum,  Idaho 

Editor's  note:  It's  a  1982  Datsun. 


A  SECOND  OPINION 

ON  MEDICAL  BENEFITS  

Regarding  "Needed:  A  prescription 
for  ailing  insurers"  (Finance,  Aug. 
24):  The  generalization  that  employees 
"often  end  up  paying  more  of  their  bills 
out  of  pocket"  under  self-insured  plans 
than  under  insured  plans  perpetuates  a 
myth  about  health  care  benefits. 

The  portion  of  medical  expenses  paid 
by  employees  is  mainly  determined  by 
deductible  amounts,  co-payment  percent- 
ages, and  out-of-pocket  limitations.  All 
of  these  factors  may  be  selected  by 
the  employer  under  either  insured  or 
uninsured  plans  based  on  how  much 
they  are  willing  and  able  to  pay  for  the 
coverage. 

The  story  didn't  mention  benefits  man- 
dated by  many  states  that  substantially 
boost  the  cost  of  insured  coverage  and 
are  a  major  incentive  for  self-insurance. 

W.  R.  Humphreys 
Houston 


PICKING  AN  ALTERNATIVE-FUEL 
BONE  WITH  BOONE  

In  his  letter  ("The  better  alternative 
fuel?  Pickens  picks  natural  gas," 
Readers  Report,  Aug.  17),  Boone  Pick- 
ens misses  the  point  in  comparing  natu- 
ral gas  with  ethanol  because  this  is  not  a 
them-vs.-us  situation.  No  one  alternative 


fuel,  even  ethanol,  can  replace  the  115 
billion  gallons  of  gasoline  consumed  in 
the  U.  S.  each  year.  He  also  misses  the 
point  that  natural  gas  is  still  a  fossil  fuel 
and  therefore  contributes  to  additional 
carbon  dioxide  in  the  atmosphere,  a  ma- 
jor contributor  to  "global  warming." 

Corn  production,  the  feedstock  for 
most  ethanol,  removes  more  than  12.7 
tons  of  carbon  dioxide  per  acre  from  the 
atmosphere,  based  on  a  120-bushel  yield 
for  its  productive  cycle.  Multiply  that 
12.7  tons  per  acre  by  the  79  million  acres 
of  corn  sown  this  year,  and  essentially, 
U.  S.  corn  farmers  plant  a  rain  forest  in 
the  Midwest  annually! 

Corn  is  a  homegrown,  renewable  feed- 
stock for  many  domestic  industrial  uses, 
including  ethanol.  You  can't  say  that 
about  natural  gas,  so  let's  focus  on  the 
real  problem.  America  imports  more 
than  half  of  its  petroleum  from  over- 
seas, primarily  the  Middle  East. 

Tim  Trotter 
President 

National  Corn  Growers  Assn. 

St.  Louis,  Mo. 

WHY  THE  GURUS 

ARE  ALWAYS  WITH  US  

Referring  to  "Management's  new  gu- 
rus" (Cover  Story,  Aug.  31),  the  val- 
ue-added that  all  gurus,  both  past  and 
present,  offer  is  the  message  that 
stresses  a  fundamental  change  in  the 
way  we  think  and,  ultimately,  act.  The 
key  word  is  change,  a  necessary  but 
painful  fact  of  life.  As  long  as  business- 
es and  organizations  continue  to  avoid 
the  fact  that  the  pain  of  not  changing  is 
greater  than  the  pain  of  changing,  there 
will  be  no  shortage  of  gurus  and  no 
improvement  in  our  competitiveness. 

David  Britman 
Woodbridge,  N.  J. 

LAWYERS  SHOULD  BE  PAID 

ON  VALUE  RECEIVED  

Your  article  on  change  in  lawyers' 
billing  from  hourly  to  value  re- 
ceived ("Lawyers  start  to  stop  the 
clock,"  Legal  Affairs,  Aug.  17)  is  perti- 
nent not  only  to  corporations  but  also  to 
individuals. 

In  five  recent  experiences  with  law- 
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yers,  I  have  had  two  pleasant  and  thre^ 
difficult  situations.  The  pleasant  expei 
ences  have  been  based  on  the  establish: 
ment  of  a  fee  prior  to  having  the  worl^ 
done,  with  the  fee  adhered  to. 

The  difficult  incidences  have  all  n 
suited  from  the  attorney  originally  stat 
ing  a  fee  and  then  increasing  the  billinj' 
based  on  a  larger-than-anticipated  nunri 
,ber  of  hours  that  was  spent  to  complet; 
the  job.  ' 

Value  billing  is  long  overdue  in  th 
legal  profession. 

Nelson  Maran 
Silver  Spring,  Mt 

WHY  SMALL  BUSINESS 

IS  THROWING  ITS  BACK  OUT 

As  a  small-business  owner  for  th 
past  eight  years,  I  think  your  stor. 
"Small  companies  are  still  afraid  to  ad' 
workers ..."  (Economic  Trends,  Aug. 
said  it  well.  We've  gone  from  the  "can' 
do  anything  wrong  '80s"  to  the  "can't  d 
anything  right  '90s."  It  makes  me  ma^ 
that  small  business  is  getting  blamed  fo 
slowing  the  recovery  by  not  hiring  dis- 
placed corporate  workers. 

It's  no  wonder  that  small  business  i 
holding  back  when  a  lot  of  business 
owners  are  taking  home  paychecks  tha 
are  smaller  than  many  of  their  employ 
ees'.  More  and  more,  self-employed  bi 
sinesspeople  are  feeling  the  impact  o 
increased  expenses  as  federal,  state,  an' 
local  governments  try  to  find  ways  t 
fund  their  increased  spending.  Trying  t 
find  health  coverage  for  employees  at 
cost  approaching  their  salaries  is  a  goO' 
example.  Add  to  that  a  public  that  i 
convinced  that  it's  0.  K.  to  "sue  for  prol 
it"  for  any  reason. 

Now,  what  I  have  after  eight  years  o 
hard  work  and  great  financial  sacrific 
by  me  and  my  family  is  a  clouded  drear  , 
that  I  had  of  being  self-employed. 

John  C.  Guthri 
Largo,  Fls 

THE  DISABILITIES  ACT: 

LOOK  AT  IT  THIS  WAY  

Your  article,  "The  disabilities  act  is 
godsend — for  lawyers"  (Top  of  Th 
News,  Aug.  17),  echoes  the  concern 
about  discrimination  lawsuits  that  en 
ployers  have  expressed  since  the  Amer 
cans  with  Disabilities  Act  (ADA)  wa 
passed  in  1990.  Less  well-reported,  how 
ever,  is  how  the  ADA  applies  to  the  neai 
ly  4  million  current  workers  with  disabi 
ities  and  the  1.4  million  who  becomHI 
disabled  each  year.  (Estiinates  are  froi 
the  National  Institute  of  Disability 
Rehabilitation  Research.) 

How  the  ADA  will  affect  the  empldve 
depends  on  the  company's  approacii  t 
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disability  and  its  familiarity  in  managin; 
employees  with  disabilities.  Employer 
that  are  using  strategies  such  as  reht 
bilitation  and  return-to-work  program 
already  have  experience  that  will  he! 
them  as  they  comply  with  the  ,\D. 
regulations. 

We  believe  employers  will  find  seven  ' 
positives  in  the  disabilities  law  that  coul 
actually  help  reduce  their  benefits  out  I 
lays  and  enhance  their  work  enviroi ' 
ment.  One,  it  will  draw  attention  to  th 
need  for  disability-management  service.^ 
especially  proven  back-to-back  pre 
grams,  to  accommodate  employees  wh 
become  disabled. 

Two,  by  encouraging  employers  t 
take  a  more  active  role  in  rehabilitalior 
the  law  has  the  potential  to  help  Inwe 
disability  insurance. 

And  three,  the  law  encourages  en 
ployees  to  better  match  people's  abilitie 
with  job  responsibilities,  which  will  pn 
tect  against  discrimination  claims  au' 
lead  to  a  more  productive  use  of  peojile' 
talents. 

Eric  Reisenwit 
Vice-President,  Disabilit| 
CIGNA  Special  Benefits  Coa 
Philadelphil 

TIME  OFF  COSTS  A  WOMAN'S  CAREEI 
MORE  THAN  A  MAN'S  

Your  article  "The  mommy  backlash 
(The  Workplace,  Aug.  10)  highlight 
ed  a  problem  with  which  profession?, 
women  are  already  too  familiar.  In  fad 
I  know  of  no  professional  woman  wh 
hasn't  experienced  either  subtle  or  over 
pregnancy  discrimination. 

Shortly  before  I  delivered  my  seconi 
child,  a  professional  man  (and  hear 
smoker)  at  my  company  suffered  a  hear 
attack  and  did  not  return  to  work  fo 
about  the  same  length  of  time  I  was  ou 
on  maternity  leave.  During  my  leave, 
was  unwillingly  transferred  to  a  diffei 
ent  department.  I  accepted  it,  howevei 
and  returned  to  a  full  schedule  of  4( 
plus  hours. 

Although  I  later  left  that  company, 
know  that  for  at  least  a  year  subsequen 
to  this  man's  heart  attack,  my  colleagu 
worked  only  part  time.  But  he  kept  hi 
office  and  title — and,  presumably,  hi 
salary,  as  well. 

Nonetheless,  compared  with  what  ot? 
er  women  have  told  me,  my  experienc 
was  pretty  mild. 

Eileen  Icie 
Silver  Spring,  Mc 


Letters  to  the  Editor  should  be  sent  to  Readei 
Report,  Business  Week,  1221  Avenue  of  the  Amer 
cos,  New  York,  N.  Y.  10020.  Fox:  (212)  512-446- 
Telex:  12-7960,  Intl.  4998204.  All  letters  must  ir 
elude  on  address  and  daytime  and  evening  teU 
phone  numbers.  We  reserve  the  right  to  edit  lettei 
for  clarity  and  space. 
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iconomic  Viewpoint 


THE  CHICKEN  LITTLES 
OF  THE  '30s  ARE  BACK 


BY  ROBERT  KUHNER 


In  1939,  the  heyday 
of  the  'mature 
economy'  argument, 
private  investment 
was  depressed, 
personal  income  was 
flat,  and  customers 
were  lacking.  But 
the  stagnationists 
were  wrong  then, 
and  they're  wrong 
today 


ROBERT  KUHNER  IS  CO-EDITOR  OF  THE 
AMERICAN  PROSPECT  AND  AUTHOR 
OF  THE  END  OE  LAISSEZ-FAIRE 


A consensus  of  economists  thinks  little 
can  be  done  about  the  current  era  of 
slow  .t^rowth.  We  ate  our  seed  corn 
(luring  the  1980s,  and  we  must  pay  with  a 
I)eriod  of  prolong'ed  adjustment.  Fiscal  policy  is 
said  to  l)e  useless  l:)ecause  of  the  already  exor- 
bitant deficit.  The  Federal  Reserve  Board 
keeps  lowering  interest  rates,  but  3%  short- 
term  UKjney  has  merely  kept  the  recession 
from  worsening. 

Those  who  would  commend  belt-tightening 
should  read  some  economic  history.  In  the 
late  1930s,  after  a  decade  of  zero  growth, 
economists  were  in  a  similarly  gloomy  mood. 
Many  of  them  made  the  mistake  of  extrai)olat- 
1  ing  a  depression  decade  into  a  permanent 
trend.  In  academic  meetings  and  in  the  pages 
of  prestigious  journals,  economists  propounded 
the  inevitability  of  slow  growth  in  a  mature  in- 
dustrial economy.  The  mature-economy  thesis 
was  the  hot  topic  of  the  American  Economic 
Assn.'s  meetings  in  1938  and  1939. 

Reflecting  on  the  slowing  of  growth  in  the 
1930s,  esjjecially  in  mature  industi'ies  such  as 
I'ailroads,  steel,  coal,  shipbuilding,  meatpacking, 
mining,  and  manufacturing,  as  well  as  slower 
population  growth,  economists  Glenn  E. 
McLaughlin  and  Ralph  J.  Watkins  wrote 
gravely  of  the  diminishing  al)ility  of  an  ad- 
vanced industrial  economy  to  absorb  new  in- 
vestment capital.  They  concluded:  "Under 
these  circumstances  investors  become  increas- 
ingly cautious. . . .  These  tendencies  further 
aggravate  the  problem  of  industrial  growth 
since  they  tend  to  depi'ive  the  economy  of 
both  capital  funds  and  aggressive  enterpris- 
ers. . . .  [Ijndustrial  maturity  is  likely  to  be  es- 
[jecially  devastating  in  its  effects  on  real  estate 
values ...  cutting  off  the  flow  of  investment 
into  construction,  with  a  consequent  further 
depressing  influence  on  industrial  trends." 
CLOUDED  VISION.  Alvin  H.  Hansen,  i^erhaps 
the  leading  American  Keynesian  at  the  time, 
wrote  in  the  March,  1939,  American  Ecomniiic 
Rvrivic:  "The  prol)lem  of  our  generation  is, 
above  all,  the  problem  of  inadequate  invest- 
ment outlets. ...  [A]  full-fledged  recovery. . .  re- 
(juires  a  large  outlay  on  new  investment,  and 
this  awaits  the  development  of  great  new  in- 
dustries and  new  technifjues." 

The  leading  economists  of  the  day  had  good 
reason  to  l)e  pessimistic.  A  full  decade  after 
the  crash,  national  income  in  1939  had  just 
barely  recovered  to  its  level  of  1929.  Private 
investment  was  depressed— and  would  likely 
stay  that  way  as  long  as  unemployment  was 
stuck  around  17%  (its  rate  in  1939),  personal 
income  was  stagnant,  and  customers  were 
lacking.  Even  ])ublic  investment  had  faltered: 
Federal  spenrling  was  up,  l)ut  state  outlays 


on  basic  infrastructure  had  plummeted  dur 
ing  the  Depression.  Some  of  the  more  con 
servative  economic  commentators  saw  in  the 
mature-industry  controversy  a  stalking  horst 
for  more  federal  deficit-spending.  After  all,  ii 
the  wake  of  New  Deal  deficits,  the  natiioi.i* 
delit  held  by  the  public  was  an  alarming 
billion  in  19.39,  or  47%  of  a  years  gross  nation] 
al  product. 

If  only  those  stagnationists  had  possessed  i 
crystal  ball!  Within  three  years,  World  War  I 
produced  the  most  remarkable  recovery  pr'o 
gram  in  economic  history— most  of  it  powerec 
by  pul)lic  borrowing  and  public  investment 
The  industrial-maturity  hypothesis  turned  out 
to  lie  nonsense.  The  human  capacity  to  in 
vent  new  technologies  and  thus  to  use  capita 
to  increase  productivity  is,  of  course,  infinite 
What  was  not  nonsense,  however,  was  th( 
economic  deadlock  of  the  1930s.  As  Hansen 
among  others,  gi'asped,  private  investors  wer( 
not  investing  and  would  not  invest  as  long  a; 
outi)ut  and  wages  were  depressed. 
CRUCIAL  LEAP.  What  the  war  did,  as  the  New 
Deal  had  not  quite  done,  was  to  break  this  vi 
cious  circle  by  bridging  the  private  sector'; 
temporary  unwillingness  to  invest.  The  feder 
al  deficit,  during  the  war  years,  was  astro 
nomical.  In  1943,  more  than  two-thirds  of  al 
federal  outlays  were  borrowed.  The  defici 
that  year  was  70%  of  the  budget  and  ful 
31%  of  GXP.  (Many  economists  are  aghast  tha 
today's  deficit  is  about  6%  of  GNP.)  By  th( 
end  of  the  war,  the  accumulated  debt  wa; 
over  119%  of  (;np— but  that  increased  deb 
had  restored  personal  income,  recapitalizec 
U.  S.  industry,  revived  corporate  profits,  anc 
increased  growth  to  better  than  10%  a  yeai 
for  four  years.  The  U.  S.  economy  lived  of 
that  immense  jolt  for  more  than  a  generation 

Today's  stagnationist  economy  is  like  that  o 
the  late  1930s— not  liecause  there  are  no  oppor 
tunities  to  invest,  but  because  personal  in 
come  has  faltered,  banks  have  been  trauma 
tized,  real  estate  values  have  declined,  anc 
private  investors  are  understandably  gun-shy 
Ttxlay's  stagnationist  debate  is  also  like  that  o 
the  late  1930s  in  that  a  lot  of  otherwise  sen 
sible  peojjle  insist  that  nothing  can  be  done 
Today's  "disabling"  public  delit,  incidentally 
at  about  49%  of  GXP,  is  comparal)le  to  th( 
del)t  of  1939— a  del:)t  that  Roosevelt  happily 
(luintupled  in  order  to  win  the  war  and  recap 
italize  the  economy. 

Chronic  economic  paralysis  is  no  more  inev 
ital)le  today  than  it  was  in  1939,  and  onl] 
public-investment  can  spare  us  another  decad( 
of  stagnation.  But  can  we  foster  the  fisca 
equivalent  of  war  production  without  the  war' 
Watch  this  space. 
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Subject  to  GM  Card  Rebate  Program  Rules. 
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BY  GENE  KORETZ 


THE  WHITE'COLLAR 
JOBLESS  COULD  REALLY 
ROCK  THE  VOTE 


If  there  is  one  single  factor  that  clouds 
l)Oth  the  prospects  for  the  economy 
and  the  reelection  of  incumbents  in  the 
months  ahead— including  Bush— it  is 
pr()lial)l\'  the  specter  of  joblessness.  In 
one  way  or  another,  a  large  number  of 
American  families  have  l)een  touched 
by  unemployment  in  recent  years.  And 
that  trauma  has  imbued  consumers  with 
a  cautious  attitude  toward  spending  that 
impedes  the  very  pickup  in  business  ac- 
tivity that  could  cure  their  malaise. 

.Just  how  serious  have  been  the  tra- 
vails of  joli  losers?  Back  in  1984,  the 
Bureau  of  Labor  Statistics  began  con- 
ducting Ijiannual  surveys  of  displaced 
workers,  those  losing  i)ermanent  jol)S  in 


HOW  JOB  LOSERS 
HAVE  BEEN  FARING 


5.6  MILLION  PEOPLE  LOST  PERMANENT 
JOBS  FROM  1987  THROUGH  1991* 


ANUARY, 


►  65%  were  reemployed 

^  22%  were  still  looking  for  work 

►  1 3%  had  left  the  labor  force 


OF  FULL-TIMERS  BACK  AT  WORK: 


^  48.4%  were  earning  less  than  before 
^  26.6%  were  earning  0%  to  1 9%  more 
►  25%  were  earning  at  least  20%  more 

DATA:  BUREAU  OF  LABOR  STATISIKS        'JOBS  HELD  FOR  AT  LEAST  THREE  YEARS 


the  pi'evidus  five  yeai's.  The  latest  sur- 
vey conducted  in  January  of  this  year 
reveals  some  stark  developments. 

The  BLS  found  that  5.G  million  work- 
ers over  20  years  old  lost  permanent 
jol)s  (held  for  at  least  three  years)  from 
1!»87  through  1991-12%  more  than  in 
1979-8;j,  a  recessionary  period.  By  .Janu- 
ai-y  of  this  year,  only  65%  were  back  at 
woi'k,  while  22%-  still  were  looking  for  a 
job,  and  L'3%  had  left  the  labor  force. 

Most  reemjjkjyed  workers  experienced 
downward  mobility.  Over  48%  of  those 
l)ack  at  full-time  joljs  were  earning  less 
than  l)efore,  and  most  of  these  accejjted 
pay  cuts  of  at  least  20%.  If  you  count 
part-timers,  plus  those  who  became  self- 
employed  or  joined  a  family  business, 
then  over  55%.  of  reemployed  workers 
who  previously  held  full-time  jobs  ap- 
pear to  have  suffered  earnings  declines. 


Even  these  numbers  understate  the 
woes  of  displaced  workers.  For  one 
thing,  they  only  count  cash  wages,  and 
many  reemployed  workers  wind  up  with 
fewer  benefits  than  they  previously  en- 
joyed. Over  one-fifth  of  those  who  for- 
merly had  health  insurance,  for  example, 
lack  such  coverage  in  their  new  jobs. 
And  the  BLS  does  not  adjust  wage  levels 
for  inflation,  "a  failure  which  significant- 
ly reduces  the  number  of  workers  re- 
ported to  have  experienced  pay  cuts," 
oliserves  economist  Lawrence  Mishel  of 
the  Economic  Policy  Institute. 

Mishel  calculates  that  the  total  num- 
ber of  displaced  workers,  including  those 
who  lost  permanent  jobs  held  less  than 
three  years,  actually  hit  12.3  million  in 
the  1987-91  period.  And  he  notes  that 
white-collar  workers  have  been  feeling 
the  brunt  of  joblessness  for  the  first 
time  in  history.  In  the  past  two  years, 
Mishel  calculates  that  13%  more  white- 
collar  than  blue-collar  workers  have 
joined  the  ranks  of  the  unemployed.  By 
contrast,  more  than  2V:  times  as  many 
blue-collar  workers  became  unemjjloyed 
during  the  1981-82  recession. 

"Though  many  white-collar  workers 
are  sul:)urbanites  who  often  voted  Re- 
publican in  the  past,"  says  Mishel,  "their 
new  brush  with  insecurity  has  turned 
them  into  a  political  loose  cannon." 


INflATION  IS  DOWN 
fOR  THE  COUNT 
—BUT  WHICH  COUNT? 


Which  inflation  measiu'e  do  you 
trust:  the  consumer  price  index 
()!•  "core"  inflation,  which  excludes  food 
and  energy  prices  from  the  CPI?  Most 
economists  favor  the  core  concept  l)e- 
cause  food  and  energy  prices  can  1)0 
highly  volatile  on  a  month-to-month  basis 
or  even  for  a  year  or  two.  In  their  view, 
core  prices  are  a  Ijetter  guide  to  the 
long-term  basic  inflationary  trend. 

Economist  Susan  M.  Hering  of  Sal- 
omon Brothers  Inc.  thinks  total  consu- 
mer inflation  deseiwes  greater  attention 
these  days,  however.  She  notes  that  the 
concept  of  core  inflation  was  developed 
during  the  1970s,  when  prices  of  food 
and  energy  gyrated  wildly,  and  econo- 
mists and  investors  were  determined  to 
discount  what  they  believed  were  tempo- 
rary upsurges  in  the  CPI. 

Since  1980,  by  contrast,  such  episodes 
have  been  rarer  as  food  prices  have 
slowed  in  the  wake  of  rising  output  and 
energy  prices  have  escaped  the  tyranny 
of  OPEC.  Thus,  the  rationale  for  ignoring 
prices  of  food  and  energy,  which  account 
for  25%  of  consumer  spending,  seems 
less  convincing.  Indeed,  even  though 


core  inflation  in  August  was  up  only 
3.5%  from  August,  1991,  the  full  CPI  wa: 
up  a  mere  3.1%.  And  the  latter,  says 
Hering,  may  now  be  a  better  guide  tc 
basic  inflationary  trends. 


GOVERNMENT  SPENDING 
ISN'T  DOING  MUCH 
TO  PRIME  THE  PUMP 


Judging  by  the  mammoth  federa 
deficit,  fiscal  policy  appears  to  hav6 
l:)een  highly  stimulative.  But  economist 
Edward  S.  Hyman  of  International  Stra' 
tegy  &  Investment  Group  Inc.  argues 
that  there's  been  less  stimulus  from  th( 
government  sector  than  meets  the  eye. 

Hyman  calculates  that  real  federa; 
spending  (excluding  transfer  payments 
was  down  4.8%  and  5.1%  in  the  fir^i 
and  second  ciuarters  fi'om  its  year-eai'li 
er  levels.  Counting  real  state  and  loca 
spending,  which  rose  about  1.9%  in  th< 
first  half,  total  real  government  spendini 
has  now  declined  on  a  year-to-year  basi^ 
for  three  straight  ciuarters,  the  longest 
stretch  of  declines  since  1976. 

To  be  sure,  real  government  outlay.^ 
including  transfer  payments  are  up  3.5  a 
over  the  past  year,  says  Hyman,  "but 
economists  believe  such  payments  tend 
to  shore  up  the  economy  rather  thar 
provide  fiscal  thrust."  Indeed,  he  notes 
that  while  real  gross  domestic  product 
grew  only  1.5%  between  the  first  halves 
of  1991  and  1992,  the  private  economy 
(excluding  the  declining  government  sec 
tor)  posted  growth  of  2.2%. 


THESE  TRADERS 
ARE  PUTTING  THEIR 
MONEY  ON  CLINTON 


If  you  want  to  know  who's  likely  tc 
win  the  Presidential  election,  cheel< 
the  market— the  Iowa  Political  Stock 
Market,  that  is.  Since  1988,  economist^ 
at  the  University  of  Iowa's  business 
school  have  been  running  an  experimen 
tal  market  in  political  futures. 

Regulated  by  the  Commodity  Future.- 
Trading  Commission,  the  Iowa  markei 
has  issued  $47,000  worth  of  shares  t« 
630  traders  around  the  nation.  Curreni 
quotes  on  one  set  of  shares  whose  val 
ues  are  based  on  voting  percentage- 
have  Clinton  leading  in  the  popular  vot( 
by  52%  to  48%.  Another  class  of  shares 
however,  puts  the  chances  of  a  Clintoi 
victory  at  59%  (the  current  price  of  ; 
Clinton  share  is  59<f),  compared  to  41% 
(4K')  for  Bush.  Between  now  and  No 
vember,  however,  there's  still  lots  o 
time  for  a  market  correction. 
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ECONOMIC  TREN 


^    BOSE'  DIRECT/REFLECTING'  SPEAKER  SYSTEMS 


GET 


»et  more 
»tereo. 

/I'lat  you  get  with  the  new  Bose 
31"  Series  III  speaker  system  is 
eedom.  Freedom  to  listen  virtually 
lywhere  in  your  room  and  still  enjoy  full  stereo  perfor- 
lance  from  an  affordable  hookshelt  system. 

ike  all  Bose  Direct/Reflecting'  speaker  systems,  the  301 
eries  III  system  delivers  sound  that  approaches  the  realism 
f  a  live  concert.  It  also  brings  you  Stereo  Everywhere" 
weaker  perfonnance,  by  re-creating  a  natural  balance  of 

^fleeted  and  direct  sound  that  conventional  speakers  cannot    to  stereo  in  one  spot,  you 

match.  So  instead      can  use  them  to  enjoy  your 
( )f  being  restricted     new  freedom. 

to  one  small  area,      c  •  r  j  ,u  c 

tor  more  inionTiation  and  the  names  or 

you  get  full 
stereo 


Now,  get 
even  more. 

Go  to  your  Bose  dealer  and 
isten  to  the  301  Series  III 
speaker  system.  You'll  hear 
full  stereo  sound,  even  if  y(Xi  stand  directly  in  front  of 
one  speaker. 

And,  if  you  purchase  a  301  Series  III  system  between  now 
and  October  31,  1992,  you'll  also  get  a  pair  ot  New  Balance" 
520  athletic  shoes,  FREE.  Since 
you  won't  get  stuck  listening 


-|  1- 


almost 
anywhere  ycui  listen 
m  your  room. 


participating  Bose  dealers 
near  you,  call  toll  free: 


A  $69.95  Value 

MLn\  M.iJel  520  shnwn. 
Wnnien\  MuJl-I  520 
.lUii  iivailnhlf. 


l-800-444-BOSEExtl32 


Bose  Direct/Rctloctinfj  Speakers 


thletic  shoe  offer  applies  to  purchase  of  the 
II  Series  ///  speaker  system  only.  Offer  vahd 
the  USA  and  Puerto  Rico  only. 


Better  sound  through  research  , 


•y  1992  Bose-  Crjioration,  The  Mountain, 
FrammKh.UTi,  MA  OlTOl-^lftS  USA 


If  music  is  important  in  your  life,  sooner  or  later  you  will  own  a  Bose  system." 


If  you  weren't 
the  founder 
of  a  railroad, 
will  you  feel 
comfortable 
at  J.  P.  Morgan? 


3Sterday,  it  was  steel  and  railroads.  Today,  it's  biotech  and  microchips.  New  industries.  New 
ealth.  And  as  one  might  suspect,  a  new  type  of  private  banking  client.  The  kind  looking 
>  preserve  and  build  assets  with  creative  investment  opportunities.  Global  opportuni- 
es.  Research-driven  opportunities.  And  yet,  someone  who  sees  a  trusted,  financial  relation- 
lip  as  a  long-term  opportunity.  If  you  have  assets  of  $5  million  t  'r%  '\/W  ^^-^g-^£-^  -m^ 
-  more,  call  Thomas  F.  Shevhn  at  (212)  837-4343.  Private  Banking  J  i    iVl(jl  IL  ctll 

N  York,  Wilmington,  Del-.  Palm  Beach,  Los  Angeles,  San  Francisco,  Brussels,  Frankfurt,  London,  Madrid,  Milan,  Nassau,  Pans,  Geneva,  Zunch,  Hong  Kong,  Singapore,  Tokyo 


s 


1  Exxon 

2 

General  Motors 

3 

Mobil 

4 

Ford  Motor 

5 

IBM 

6 

Texaco 

7 

E  1  du  Pont 

8                   Standard  Oil  (Ind  ) 

9 

Standard  Oil  of  Cal 

10 

General  Electric 

1  1                                Gulf  Oil 

12 

Atlantic  Richfield 

13 

Sfiell  Oil 

14 

Occidental  Petroleuni 

15 

U  S  Steel 

16 

Phillips  Petroleum 

1  7 

27 
million 
Americans 
cant  read. 
And  guess 
who  pays 
the  price. 


Every  year,  functional 
illiteracy  costs  American 
business  billions. 

But  your  company  can 
fight  back. . .by  joining 
your  local  community's 
fight  against  illiteracy. 
Call  the  Coalition  for 
Literacy  at  toll-free 
1-800-228-8813  and  fincJ 
out  how 

You  may  find  it's  the 
greatest  cost-saving 
measure  your  company 
has  ever  taken. 

A  literate 
America  is  a 
good  investment. 


COUKM 


ion  for  Literacy 


KISSINGER 

By  V^alter  Isaacson 
Simon  &  Schuster  •  893pp 


$30 


REGARDING  HENRY, 
WARILY 


In  tlie  introduction  to  Kissinger,  au- 
thor Waiter  Isaacson  reveals  tlie  ex- 
tensive cooperation  he  received  from 
his  subject.  The  image-conscious  former 
Secretary  of  State  was  initially  unenthu- 
siastic,  but  he  was  unable  to  resist  being 
drawn  into  the  project.  Not  only  did 
Henry  Kissinger  sit  for  more  than  two 
dozen  interviews  and  provide  access  to 
personal  papers,  he  leaned  on  relatives, 
liusiness  associates,  and  past  Presidents 
to  help  Isaacson  out. 

Even  so,  the  richly  detailed  portrait 
that  emerges  in  these  pages  is  unflatter- 
ing. While  Isaacson,  an  editor  at  Time, 
gives  Kissinger  ample  credit  for  his  for- 
eign-policy achievements,  he  presents 
devastating  accounts  of  Kissinger's 
scheming  and  high-handedness.  Most 
damaging  of  all,  he  assigns  Kissinger  a 
hefty  share  of  the  blame  for  creating 
the  atmosphere  that  contributed  to  Pres- 
ident Richard  M.  Nixon's  downfall. 

Kissinger  and  Nixon  were  both  real- 
ists who  saw  the  need  to  ease  tensions 
with  the  Soviet  Union  and  the  payoffs  to 
be  had  in  using  China  to  offset  the  Sovi- 
ets. But  both  also  stoked  each  others' 
paranoia  and  conspiratorial  natures. 
While  operating  in  secret  sometimes 
made  sense,  it  often  led  to  ludicrous  situ- 
ations. For  example,  the  Soviets,  Chi- 
nese, Romanians,  and  Pakistanis  all 
knew  of  Kissinger's  "secret"  visit  to  Chi- 
na in  1971  while  the  State  Dept.  did  not. 
And  it  was  the  obsession  with  secrecy 
that  ushered  in  the  profligate  wiretap- 
].)ing  that  eventually  led  to  Watergate. 

The  first  wiretap,  according  to  Isaac- 
son, followed  a  New  York  Times  story 
revealing  the  secret  bombing  of  Cambo- 
dia in  1969.  Although  the  leak  was  more 
of  an  embarrassment  than  a  threat  to 
national  security,  an  enraged  Kissinger 
arranged  to  have  the  FBI  tap  the  phones 
of  three  of  his  National  Security  Council 
staffers  as  well  as  the  military  assistant 
to  Defense  Secretary  Melvin  Laird.  Nix- 
on signed  on  to  the  program,  and  the 
White  House  became  a  madhouse  of 
wiretapping  and  other  spying. 

Isaacson  ascribes  Kissinger's  secre- 
tive, authoritarian  approach  to  govern- 
ment to  his  unusual  !:)ackground.  Instead 
of  turning  him  against  dictators,  his  ex- 
perience as  a  refugee  from  the  Nazis 
and  the  Holocaust — which  claimed  more 
than  a  dozen  of  his  relatives — made  him 


deeply  insecure  and  gave  him  respeci 
for  stability  and  order.  He  never  fullj 
comprehended  the  strengths  of  Ameri 
ca's  open  if  messy  political  system.  Kis 
singer  also  seems  to  have  acquired  ai 
early  taste  for  the  perquisites  of  power 
While  serving  in  the  U.  S.  occupatioi 
forces  in  Germany,  he  set  himself  u{ 
with  a  mansion  and  a  beautiful  mistress 
the  wife  of  a  German  nobleman. 


A  BIOGRAPAY 

Kiss 

H 

iA/AlTFR 

issinger  had  a 
knack  for  cultivating 
the  powerful,  says 
Isaacson.  There 
was  little  he     '  ' 
wouldn't  stoop  to 


Less  satisfying  is  Isaacson's  explana 
tion  of  how  Kissinger  caught  the  eye  oj 
the  foreign  policy  establishment  as 
young  Harvard  academic.  He  repeated! 
calls  him  "brilliant,"  but  Kissinger's  eai 
ly  ideas  and  writings  seem  to  have  bee 
more  ponderous  than  illuminating.  Ki.^' 
singer  does  appear  to  have  acquired  an^ 
polished  a  courtier's  knack  for  cultival 
ing  the  powerful,  and  there  was  appai 
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ouaraian  i.ite  Insurance  Company  of  Americs 


ORTUNE  "  goo 

:  50  LARGEST  LIFE  INSURANCE  COMPANIES 


LIFE  INSURANCE  COMPANY 


GUARDIAN  LIFE  OF  AMERICA 


NET  INCOME 
AS  %  OF  ASSETS 


2.7 


FORTUNE  magazine  rates 
The  Guardian,  for  the  second 
time,  ahead  of  every  other 
major  insurance  company  in 
an  important  category. 

First  it  was  FinanciaTVVbrld  magazine  that  gave 
1  he  Guardian  top  honors  as  the  #1  insurer  of 
the  42  US.-based  hfe  and  health  insurance 
companies  with  assets  of  $5  billion  or  more 
Now  FORTUNE  magazine,  in  a  recentTticle 
has  recognized  The  Guardian  again  as  the  #1  ' 
insurance  company  of  the  50  largest  in  America 
based  on  net  income  as  a  percent  of  assets.  And 
tha.  s  a  major  factor  in  determining  an  insurer's 
financial  strength. 

Yesterday 

The  Guardian  has  built  its  reputation  of  strength 
and  stability  one  day  at  a  time  since  1860  That's 
over  a  century  of  delivering  quality  products 
and  service  to  individuals,  groups  and  corporate 
policyholders.  And  over  a  century  of  making 
sure  our  fiscal  house  is  in  order. 

Today 

Yesterday's  attention  to  quality  is  continuing  to 
pay  off  for  The  Guardian  today. 

The  Interest  Adjusted  Cost  Index,  an  industry 
standard  for  use  in  comparing  product  perform- 
ance, shows  just  how  strong  The  Guardian 
really  is.  Last  year.  The  Guardian  ranked  first 
industry-wide  on  the  basis  of  20-year  Interest 

^S5°'"  25,  35,  and  45.  And 

our  1992  dividend  payment  is  the  132nd 
consecutive  in  The  Guardian's  history  This 
fmancial  strength  translates  to  real  benefits 
tor  Guardian  policyholders. 

Today,  The  Guardian  is  one  of  only  a  handful 
ot  insurance  companies  that  have  earned  the 
highest  ratings  possible  from  each  of  the  three 
major  independent  financial  rating  services. 
AAA  from  Standard  &  Poor's.  Aaa  from 
Moody's.  A  +  +  from  A.M.  Best. 

Tomorrow 

We'll  be  here  for  you  tomorrow  just  as  we  were 
here  for  you  yesterday.  Because  at  The  Guardian 
our  policyholders  are  #1.  "iiuian. 

Find  out  more  about  the  financial  strength  of 
The  Guardian.  And  more  about  our  superior 
products  and  services  for  Life  Insurance 
Group  Insurance,  Reinsurance,  Disability 
Income  Protection,  Equity  Products  or  ' 
Asset  Management*.  '  |j 

Call  1-800-662-1006.  i 


^  TheGuardi^ 

The  Intelligent  ( choice- 

^     '     "     c     e  18     6  0 

•Equity  products  are  offered  through  Guardian  Investor 
Services  Corporation'  a  whollyowned  subsidiary  o 
Guardian  Insurance  and  Annuity  Company 

-M992  The  Guardian  Life  Insurance  Cor^pany  of  America 


"Being  a  young  global  company  can  cause  the  doesn't  mean  turning  everything  upside  dcifi 

occasional  growing  pain  but  it  has  a  lot  of  It  has  always  been  a  part  of  our  culture.  We 

advantages.  We  can  avoid  the  mistakes  made  have  40  highly  independent  business  unit 

by  our  older  brothers.  For  us,  decentralization  My  job  is  to  set  the  framework.  And  give  tK- 


Akzo  is  one  of  the  world's  leading  companies  in  selected  areas  of  chemicals,  fibers,  coatings,  salt  and  health  care  prod:i 
Some  65,000  people,  active  in  50  countries  around  the  world,  make  up  the  Akzo  workforce.  For  more  information,  write  ora 
Akzo  America  Inc.,  Corp.  Comm.  Dept./Ri ,  500  South  Riverside  Plaza,  Chicago,  II.  60606.  Phone  (512)  906-7500. 

I 


:o  move  within  it.  I'm  involved,  but  I  don't 
;re.  Our  business  units  are  both  global 
s  and  local  entrepreneurs.  It's  all  part  of 
ig  the  right  chemistry." 


[ 


CREATING  THE  RIGHT  CHEMISTRY 


For  the  long  term, 
think  Growth. 


I 
I 

I 
I 


Growth  Investors 


Value  on  June  30,  1992-  $258,91 1 

Average  Annual  Total  Return 
1  Year  22.32% 
5  Years  11.29% 
10  Years  18.97% 
20  Years  17.66% 


$10,000  investment  on  June  30.  1972 


If  you  had  invested  $1(),()(K)  in 
Twentieth  Centuiy's  Growth 
Investors  fund  in  1972,  your 
investment  today  would  be 
worth  $258,911!  For  more 
complete  information  about 
Twentieth  Century,  including 
charges  and  expenses,  call  for 
a  free  pi'ospectus.  Please  read 
the  ijrosi^ectus  carefully 
befor'e  investing. 


1-800-345-2021 

Data  quoted  represents  past  performance  and  assumes 
reinvestment  of  all  distributions.  Investment  return  and  prin- 
cipal value  will  fluctuate,  and  redemption  value  may  be  more 
or  less  than  original  cost. 
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Pens  unite.  A  Wtitemirtu  expresses.  For  more  than  a  cetitury,  this  distinction  has  remained  constant. 
In  the  precise,  painstaking  toolint).  In  the  meticulous  balancing.  In  the  elecjant  styling  accented  with  precious  metals. 
For  example,  the  Rhapsody  Red  Ripple,  f  \  pictured  above,  recaptures  all  the  romance  oj  its  1920s  original. 


m 


Macy's 


PARIS 


YOU'RE  INVESTING  SERIOUS  MONEY. 
YOU  NEED  SERIOUS  RESEARCH  TO  GUIDE  YOU. 


You'll  find  these  features  in 
each  seven-page  Report: 


Introducing  Standard  &  Poor's  Research  Reports— the 
full  story  on  more  stocks  than  ever  before  possible. 

Now  you  can  get  timely,  comprehensive  investment  infor- 
mation on  any  of  4,000  publicly-traded  companies.  With 
S&P  Research  Reports,  it's  easy  to  stay  on  top  of  the 
stocks  in  your  portfolio,  and  check  out  new  investments 
you're  considering. 

Real-time  information  and 
analysis— every  time. 

Reports  are  updated  daily,  pre- 
pared from  Standard  &  Poor's  mas- 
sive databases,  as  current  as  last 
night's  market  close.  Each  seven- 
page  Report  brings  you  valuable 
analysis,  financial  data,  company 
news  and  other  essential  informa- 
tion, including  earnings  estimates 
and  Buy/Sell/Hold  recommenda- 
tions gathered  from  2 ,000  Wall 
Street  analysts  at  150  firms. 


□  Anulysl.s  OiiKi'iKU.s  Buy/Sell 
Hold  Rpconi  nwmlaluim 

□  Cmisemus  Earnings  Furecasl.s 

□  S&P  Inveslmenl  (yivnneir 

□  S&P  exclusive  STARS  Ratimi 

□  Key  Statistics 

□  Bwiin/'ss  Sunnmry 

□  Important  Developments  and 
Late-breaking  News 

□  Price  History 

□  Quarterly  Earnings  History 

□  Irianne  Component  Analysis 

□  Balanre  Sheet 

□  Industry  Ciin/parixan  and 
Outlook 


You'll  know  what  the  "Street" 
says  about  the  stock. 

Buy?  Sell?  flold?  We'll  tell  you  the  analysts'  consensus 
ofjinion,  as  well  as  the  number  of  recommendations  in 
each  category. 

The  same  goes  for  earnings  forecasts  Since  opinions 
differ,  even  among  top  Wall  Street  analysts,  we  give  you 
the  "Street"  consensus  estimate— and  we  also  tell  you  the 

■hTloMii.ilii  r  ri'sultsolllii' :')  4-  ;i-  3  anil  1-STAK.S  ^l(«'k  Jnnips  liavc  lii-rn  lalmlau-d  using  sUndaril  tiliB' 
wfiMlilcd  jxTforniaiKf  formulae  .Sitirc  rfsult.s  arr-  pxcIusim-  ol  transaction  rusts,  iJividciid  inromr,  and  ttii- 
(■(ISIS  (ifRcscarcfi  Reyxirts,  thi-  artiial  results  ntitailicd  liy  iiivcstiirs  iiiav  tn-  (llffcrcrit  Because  rei  ninmenda- 
tions  aa"  made  with  the  intent  of  inaxiiiii/.itig  fiaiiis  in  (tic  ciLsc  of  .VSTAR.S  and  identifying  well  iM-idw- 
average  |)erf(.rinaiiee  in  ttie  case  uf  1-STAR.S  tlic  nil.itilitv  if  tliese  grniips  is  likelv  tn  \v  higlier  llian  tliat  i.t 
Itie4-":l-  and:;  ST\R.Sgriiul.s  as  licit  as  Imlicr  lliaii  that  'i  thcSXI'indcv 


high  and  low  estimates— for  the  next  quarter  and  the  next 
two  yeai's. 

You'll  also  have  S&P's  exclusive  Stock  Appreciation 
Ranking  System  (STARS)  to  guide  you  to  stocks  we  think 
will  outperform  the  market  over  the  next  six  to  twelve 
months.  As  a  group,  our  Five-STAR  selections  have  con- 
sistently beaten  the  market  by  a  wide  margin.* 

New  S&P  Research  Reports  give  you  the  analytic  tools 
to  help  you  evaluate  a  company's  prospects  and  make 
successful  investment  decisions. 

Put  this  valuable  research  to  work  for  you.  Just  call  S&P 
at  1-800-642-2858  and  we'll  mail  the  Reports  you  want 
for  only  $10  each,  or  rush  them  by  fax  for  an  additional  $2 
per  Report. 

Now  the  finest  investment  research  is  within  your  reach. 
Standard  &  Poor's  Research  Reports. 


Standard  &  Poor's  Corporation  f^'iipH 

25  Broadway,  New  York,  NY  10004      1 1 11 1 M 


Coca-Co\aCO 


TD  ORDER  S&P  RESEARCH  REPORTS.  CALL  1 

1-800-642-2858 EXT.  ea  ' 

PLEASE  HAVE  YOUR  CREDIT  CARD  READY. 
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BY  JAMES  C.  COOPER  AND  KATHLEEN  MADIGAN 


T  LEAST  WE  DON'T 

lAVE  TO  WORRY  ABOUT  INFLATION 


THE  FORECASTERS 
PAKE  AIM  AT  1993 


■  ouseholds  have  little  to  cheer  about  in  these  days 
(il  jol)  insecurity  and  heavy  debts.  They  can't 
I  even  enjoy  the  lowest  inflation  rate  in  years, 
inly  because  today's  tame  behavior  of  prices  is  the 
;u.lt  of  a  stagnant  economy  and  weak  labor  markets, 
wever,  the  good  news  is  that  low  inflation  is  going  to 
around  well  after  these  trying  times  have  passed. 
■^imi)ly  put,  the  U.  S.  economy  cannot  generate  price 
'ssures  when  it  is  growing  below  its  long-term  potential 
about  2/j%.  That  figure  is  the  sum  of  the  growth  rates 
the  labor  force  and  productivity,  and  it's  the  pace  at 
ich  the  economy  can  grow  without  fueling  inflation, 
ice  the  first  quarter  of  1989,  real  gross  domestic  prod- 
has  grown  at  an  annual  rate  of  only  0.5%.  During  the 
year,  real  GDP  is  up  1.5%. 

Inflation  will  stay  down  mainly 
because  this  unprecedented  peri- 
od of  stagnation  is  forcing  Cor- 
porate America  to  focus  on 

— B  M  r—mt\       boosting  productivity.  Already, 

B  pB     W       productivity   gains,  combined 
H     H  I  HI       with  the  slowdown  in  wages  and 
— HH  W       benefits,  have  resulted  in  the 
xJ1__jLJ_JH       slowest  annual  growth  of  unit  la- 
l)or  costs  in  eight  years— anfl  it's 
unit  costs  that  influence  pricing 
decisions. 

Moreover,  many  of  these  productivity  gains  appear  to 
permanent,  not  just  cyclical.  Companies  are  eliminating 
my  positions  and  costly  overhead.  That's  painful,  Init  it 
mns  that  unit  lal)or  costs— and  inflation— are  likely  to 
ly  low  well  after  wages  and  l)enefits  begin  to  pick  up 
ain  as  the  economy  gets  back  on  track. 

THE  But  that  might  take  a  while.  A  true  re- 

ECOHOMY  covery  now  seems  more  likely  to  come 
MAY  STAY  together  in  1993  than  in  1992.  Except  for 
IH  LIMBO  price  indexes,  the  economic  data  for 

igust  look  uniformly  disappointing— if  not  alarming, 
ley  suggest  that  the  economy  will  remain  in  limbo  be- 
een  recession  and  recovery  through  yearend. 
Indeed,  corporate  economists  are  lowering  their  fore- 
sts (chart).  Those  who  gathered  in  Dallas  on  Sept.  1.3-16 
:  the  annual  meeting  of  the  National  Association  of 
isiness  Economists  now  expect  growth  in  1992  of  2.3%, 
mpared  with  the  2.6%  they  had  projected  l)ack  in  May. 
•owth  will  pick  up  modestly  in  1993,  they  say,  to  2.8%. 
That  pace  is  fast  enough,  they  believe,  to  nudge  the  job- 
5s  rate  down  to  6.9%  next  year,  from  7.4%  this  year.  But 


r 
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PERCENT  CHANGE,  FOURTH  QUARTER 
TO  FOURTH  QUARTER  'FORECAST 
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it  is  slow  enough  to  keep  inflation  under  wraps.  The 
forecasters  look  for  the  consumer  price  index  to  rise  3.5% 
in  1993,  a  shade  above  the  3.2%  expected  for  1992.  But 
both  of  those  numbers  might  well  be  too  high. 

One  new  question  mark  in  the  outlook  is  the  currency 
crisis  in  Europe.  The  European  Monetary  System  unrav- 
elled on  Sept.  16,  when  Britain  and  other  countries  al- 
lowed their  currencies  to  float  freely,  thus  abandoning 
the  European  exchange  rate  mechanism  (page  30). 

Despite  the  new  turmoil  overseas,  financial  markets 
in  the  U.  S.  are  expecting  yet  another  easing  move  by  the 
Federal  Reserve,  amid  the  latest  signs  that  the  economy 
is  still  floundering.  Investors  anticipate  a  half-point  cut  in 
the  discount  rate,  to  21^%,  and  another  quarter-point  trim- 
ming of  the  federal  funds  rate  by  early  Octol)er. 

HOT  EVEH  If  the  Fed  decides  to  move,  inflation  wor- 
A  HIHT  Of  ries  will  not  stand  in  the  way.  The  August 
PRICE  price  indexes  make  it  clear  that  inflation 

PRESSURES  isn't  even  an  issue  at  either  the  wholesale 
or  the  retail  level.  Producer  prices  of  finished  goods  rose 
a  scant  0.1%  last  month,  and  there  were  no  signs  of  price 
pressures  at  earlier  stages  of  production.  During  the  past 
year,  wholesale  inflation  stcxxl  at  1.5%. 

The  news  on  consumer  infla- 
tion is  even  better.  The  consu- 
mer price  index  rose  by  0.3%  in 
August,  but  the  core  rate  was 
up  only  0.2%.  The  core  rate  ex- 
cludes food  and  energy,  which 
can  distort  the  CPl's  true  trend. 
Yearly  core  inflation  is  now  3.5%.. 
That's  the  lowest  pace  in  nine 
years  (chart).  If  core  inflation 
falls  below  3.1%i,  which  seems 
likely  by  next  year,  you  will 
have  to  go  back  two  decades  to  find  a  lower  rate. 

The  drop  in  the  core  rate  says  that  inflation  improve- 
ment has  been  broad.  A  year  and  a  half  ago,  core  inflation 
was  5.6%.  Since  then,  price  hikes  on  everything  from  air 
travel  to  zinfandel  have  gotten  smaller,  and  even  stubborn 
service  categories,  such  as  insurance  premiums  and  doc- 
tors' fees,  also  have  given  some  ground. 

Service  inflation  had  been  the  main  barrier  to  lower  in- 
flation generally,  because  services  make  up  55%  of  the  CPI. 
But  in  August,  they  rose  a  modest  0.3%,  and  yearly  ser- 
vice inflation  is  only  3.9%.  That's  down  sharply  from  6.2% 
a  year  and  a  half  ago.  Service  inflation  is  also  the  lowest 
in  nine  years,  and  it  will  stay  low  if  service  companies  can 
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hold  on  to  the  ])ro(luctivity  gains  made  in  recent  years. 

As  for  goods,  don't  expect  [)rices  to  speed  up  until  de- 
mand—and output— strengthen  enougli  to  dust  off  the 
col)wel)s  now  gathering  on  industry's  unused  ca})acity. 

I MANY  Clearly,  that  isn't  happening  in  the  third 

MACHINES  (luarter.  Factories,  mines,  and  utilities  cut 
STILL  HAVE  their  output  by  0.5%  in  August,  the  sec- 
COBWEBS  ,„-,(-]  (\yQ-p  in  industrial  production  in  the 
past  three  months.  Manufacturing  output  fell  0.3%  in  Au- 
gust, and  it  is  hardly  above  its  level  of  a  year  ago,  when 
it  had  fallen  2.4%  in  the  previous  12  months. 

The  falloff  in  production  has 
caused  more  and  more  capacity 
to  1)0  mothballed.  Operating 
rates  for  all  industry  fell  to 
78.5%  last  month,  from  79%  in 
•July.  Capacity  usage  had  recov- 
ered in  the  first  half  of  the  year, 
but  now  companies  are  cutting 
l)ack  once  again.  In  particular, 
factory  ojierating  rates  slid  to 
77.5%  in  August— the  lowest  rate 
since  March  (chart). 
Low  capacity  rates  brighten  the  inflation  outlook  lie- 
cause  companies  don't  dare  risk  losing  scarce  customers  by 
raising  prices.  That  would  only  idle  even  more  equip- 
ment. Slack  capacity  is  also  why  factories  are  cutting 
back  on  their  investments  on  new  plants  and  ecjiiipment. 

In  the  Commerce  Dept.'s  latest  survey  of  capital  spend- 
ing jjlans,  businesses  expect  just  a  4.3%  increase  in  outlays 
this  year.  That's  better  than  the  0.8%  decrease  in  1991,  but 
it's  down  from  the  4.7%,  increase  plaimed  when  the  gov- 
ernment took  the  last  survey  in  the  spring.  The  cutliack 
comes  despite  lower  interest  rates,  improved  cash  flow, 
and  healthier  l)alance  sheets. 

The  broad  categoi'y  called  nonmanufacturing  is  jirovid- 
ing  all  of  the  spending  gains  this  year,  with  a  planned  rise 
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RETAIL  BUYING 
HAS  LEVELED  OFF 


of  8.1%.  That  likely  reflects  a  move  by  service  companie 
to  boost  productivity  rather  than  expand  payrolls. 

Manufacturers,  however,  continue  to  cut  their  capita 
l)udgets.  Spending  will  fall  l)y  2.9%  this  year,  on  top  of  ; 
5.1%  drop  in  1991.  No  turnaround  in  outlays  by  manufac 
turers  is  likely  until  demand  shows  more  life. 

Of  course,  manufacturers  aren't  the  only  ones  reeling 
from  weak  consumer  spending.  Retailers  are  in  choppy 
water's  as  well.  Since  posting  huge  back-to-back  gains  ii 
early  1992,  retail  sales  remain  at  a  relatively  high  level- 
but  they  lack  any  upward  momentum  (chart).  Consumer; 
were  buying  in  July:  The  Commerce  Dept.  revised  Jul; 
sales  to  show  a  healthy  1%  gain,  twice  the  0.5%  increasi 
first  reported.  But  then  shoppers  stayed  home  in  Au 
gust,  when  retail  buying  fell  back  by  0.5%. 

Merchants  of  durable  goods 
were  especially  hard-pressed  to 
keep  busy.  Sales  of  big-ticket 
items  fell  a  steep  1.6%  in  Au- 
,gust.  Car  dealers  reported  a  1.1% 
drop  in  activity  last  month,  and 
the  early  reports  on  Septeml)er 
buying  don't  look  very  good. 
Sales  of  domestically  made  new 
cars  stood  at  a  6  million  pace, 
little  changed  from  the  insipid 
5.9  million  rate  in  August. 

The  large  2.7%  declines  in  both  building  materials  mik 
furniture  are  extremely  ominous  for  the  performance  d 
the  housing  sector.  Despite  30-year  mortgage  rates  helov 
8%,  home  buying  and  construction  haven't  picked  up  a; 
they  must  in  order  to  keep  this  recovery  going. 

Like  builders,  manufactiu'ers  and  retailers  are  anxious 
ly  waiting  for  consumers  to  show  a  pulse,  because  stay-at 
home  shoppers  are  curbing  the  recovery's  strength  thii 
(juarter.  But  to  the  economy's  advantage  later  on,  th( 
weak  pace  of  demand  has  taken  the  wind  out  of  the  sail; 
of  a  once  swiftly  moving  inflation  rate. 
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THE  WEEK  AHEAD 


HOUSING  STARTS 


Tiusda//,  Scjil.  JJ,  iS:3ll  a. in. 
Kvw  housing  starts  jiroljably  inci'eased 
In  an  annual  i-ate  of  l.Ki  million  in  Au- 
u,ust,  (inly  a  small  pickup  from  July's 
dismal  1.12  million  pace.  That's  the  ex- 
l)ectation  of  economists  suiweyed  i)y  MMS 
International,  a  division  of  McCraw-Hill 
Inc.  Tho  weak  gain  projected  for  Au- 
gust suggests  that  sharply  lowei-  moi-t- 
gage  rates  are  having  little  effect  on  I'e- 
viving  housing  demand. 


FEDERAL  BUDGET 


Tiusilai/,  Sep!.  2 J,  2:lr>  p.m. 
The  U.  S.  Treasury  will  likely  rei)ort  a 
deficit  of  $86.5  liillion  for  August,  small- 
er than  the  $43.6  billion  spending  gaj)  in 


Auuusl,  1991.  Thai  would  boost  the  total 
deficit  to  $325  billion  with  one  more 
month  to  go  in  fiscal  1992.  Government 
I'eceipts  are  suffering  in  the  weak  re- 
covery, while  outlays  foi'  social  progi'ams 
and  itUerest  on  the  debt  continue  to 
grow.  In  1991,  the  federal  deficit  set  a 
record  of  $2()9.5  billion. 

DURABLE-GOODS  ORDERS  

Fridai),  Scjtt.  25,  (S:.)ll  a.  in. 
New  orders  taken  l>y  durable-goods 
manufacturei-s  likely  rose  by  about  1.4% 
in  August,  says  tlie  MMs  report,  luit  the 
range  in  forecasts  is  wide:  fi-om  a 
healthy  3.5%  gain  to  a  worrisome  2% 
decline.  In  July,  diu'able-goods  orders 
fell  3.2%,  mostly  because  of  declining 
aii'ci'aft  demand.  Even  with  the  expected 


increase  in  new  bookings  in  August,  th( 
level  of  unfilled  oi'ders  likely  declinec 
for  the  12th  month  in  a  row. 

PERSONAL  INCOME  

Fi-idaij,  Sept.  25,  10  (um. 
Personal  income  pi'obably  inci'eased  hi 
just  0.3%  in  August,  after  a  0.2%  ad 
\  ance  in  July.  A  healthy  gain  in  wage: 
and  salaries,  as  suggested  by  las 
month's  1.8%  jump  in  nonfarm  weekb 
liay,  offset  declining  intei'est  income.  Ii 
addition,  losses  to  rental  income  Iron 
Hurricane  Andrew  may  also  show  up  ii 
the  August  data.  Consumer  spending  i: 
exjjected  to  have  changed  littie  las 
month.  A  drop  in  retail  buying  likeh 
offset  increased  spending  on  services 
Consumer  buying  rose  0.3%  in  July. 
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THE  BUNOESBANK'S  SCHLESINGER: 
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EUROPE'S 
MONEY  MESS 

THE  DREAM  OF  MONETARY  UNION  BITES  THE  DUST 


elmut  Schlesinger,  iron  man  of 
international  money,  was  bat- 
tered and  bruised.  At  a  Sept.  14 
press  conference  in  Frankfurt,  the  visi- 
bly weary  Bundesbank  president  showed 
the  strain  of  three  days  of  negotiating 
Germany's  first  interest-rate  cuts  in  five 
years. 

But  the  real  slugfest  was  just  getting 
started.  Just  a  day  after  the  Bundes- 
bank's rate  cuts,  Schlesinger  let  it  be 
known  that  only  a  broad  realignment  of 
European  currencies  against  the  mighty 
German  mark  would  sta- 
bilize Europe's  wobbly 
monetary  system.  Almost 
instantly,  European  cur- 
rency markets  exploded. 
The  first  casualty  may 
well  be  a  single  European 
currency.  "European 
monetary  union?"  asks 
Nicholas  P.  Sargen,  man- 
aging director  of  Pruden- 
tial Life  Insurance's 
Global  Fixed  Income  Ad- 
vi.sers  unit.  "Give  me  a 
break." 

In  the  end,  the  sea 
change  in  Europe's  his- 
toric quest  for  economic 
integration  took  just  two 
days  to  play  out.  At  first, 
the  markets  leapt  in  euphoria  over  the 
Bundesbank's  deal  to  trade  a  1%  devalu- 
ation of  the  Italian  lira  for  the  German 
central  bank's  half-point  cut  in  its  dis- 
count rate  and  quarter-point  reduction  in 
the  Lombard  rate,  which  sets  a  floor  for 
European  money-market  rates. 
DUMPING  POUNDS.  But  then,  Schlesinger 
amateurishly  suggested  to  a  German 
newspaper  on  Sept.  15  that  the  accord 
didn't  go  far  enough  toward  resolving 
the  crisis  in  Eurot)e's  currency  markets. 
Traders  attacked  the  British  pound,  Ital- 
ian lira,  and  other  weak  currencies  with 
a  vengeance,  dumping  them  for  marks. 

Soon,  the  pressure  became  too  much 
for  central  bankers  in  London  and  Rome 
to  bear.  Britain  and  Italy  simply  pulled 
their  currencies  out  of  the  European 


France's  Sept.  20 

vote  on  the 
Maastricht  treaty 
seems  eerily 
irrelevant  now 


Community's  system  of  managed  ex- 
change rates,  opting  to  let  the  currencies 
trade  freely  rather  than  defend  them  by 
snapping  them  up  in  the  open  market. 

Amid  the  chaos,  EC  finance  ministers 
rushed  off  to  a  midnight  meeting  in 
Brussels.  On  the  agenda:  whether  to 
shut  down  Europe's  foreign-exchange 
markets  until  the  Sept.  20  French  refer- 
endum on  the  Maastricht  Treaty  on  Eu- 
ropean monetary  and  political  union. 

For  all  the  hubbub,  the  inevitable  re- 
alignment of  European  currencies  now 
may  offer  the  sagging 
global  economy  some 
new  support.  After  years 
in  which  economic 
growth  and  job  creation 
have  stagnated  as  mone- 
tary policy  among  Wash- 
ington, Frankfurt,  and 
Tokyo  has  drifted  out  of 
sync  (chart),  the  Bundes- 
bank's mere  return  to  the 
rate-cutting  fold,  linked 
with  Japan's  recent  pack- 
age of  $86  billion  in  fiscal 
stimulus,  is  bound  to 
have  a  positive  impact. 
"We're  at  the  beginning 
of  a  downward  cycle  of 
German  interest  rates, 
and  that  has  got  to  be 
welcome  everywhere,"  says  George 
Magnus,  an  international  economist  at 
London's  S.  G.  Warburg  Group.  Indeed, 
market  watchers  figure  the  Bundesbank 
may  have  to  cut  at  least  an  additional 
half  to  full  point  off  rates  to  keep  more 
currency  trouble  from  breaking  out.  The 
result?  "A  major  improvement  in  Euro- 
pean growth  prospects,"  says  C.  Fred 
Bergsten  of  the  Institute  for  Interna- 
tional Economics  in  Washington,  D.  C. 

Europe's  currency  crisis  should  accel- 
erate a  trend  back  to  more  realistic  ex- 
change rates.  John  Williamson  of  the  In- 
stitute for  International  Economics  feels 
a  readjustment  of  129!  for  the  pound  and 
15'/'  for  the  lira  against  the  mark  would 
stabilize  markets  and  bring  more  pres- 
sure to  cut  rates  on  the  Bundesbank. 


What's  more,  thanks  to  the  Bunde,^ 
bank's  cuts,  the  dollar  on  Sept.  16  sky 
rocketed  to  1.50  against  the  mark,  fron 
a  low  of  1.39  on  Sept.  2.  That  gives  the 
Federal  Reserve  room  to  spur  the  U.  S 
economy  with  more  rate  cuts  withnu 
risking  a  currency  crisis  of  its  own 
When  the  dollar  was  low,  "You  had  t( 
consider  the  risk  that  a  rate  cut  migh 
cause  some  destabilization  of  the  dol 
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r,"  says  one  senior  Fed  official.  "Now 
me  of  that  risk  goes  away." 
Europe's  political  outlook  is  far  cloudi- 
.  After  months  of  agonizing  over 
tiether  French  voters  would  say  oui  or 
m  to  monetary  union  and  to  a  common 
reign  and  defense  policy,  the  shock  in 
arope's  currency  markets  made  the 
ferendum  seem  eerily  irrelevant.  The 
ason:  If  two  of  Europe's  largest  econo- 


mies already  were  too  weak  to  keep  up 
with  the  Maastricht  march  toward  tough 
anti-inflation  economic  policies,  more  dif- 
ficult tasks — such  as  the  establishment 
of  a  single  European  central  bank  mod- 
eled on  the  Bundesbank — seemed  un- 
achievable. 

Just  what  went  wrong  with  Maas- 
tricht? In  the  end,  it  was  the  EC  archi- 
tects' insistence  on  a  combination  of 


tough  economic  criteria  to  enter  a  mone- 
tary union  and  a  tight  timetable  of 
reaching  it  this  decade.  Complicating  the 
process  was  a  lack  of  consensus  on  how 
to  make  a  transition  to  a  single  currency 
and  European  central  bank.  "There  has 
just  never  been  a  meeting  of  minds  with- 
in Europe  on  a  monetary  system,"  la- 
ments Richard  Reid,  economist  at  UBS 
Phillips  &  Drew  in  Frankfurt.  "Instead, 
the  politicians  and  central  bankers  stood 
around  in  a  circle  with  guns  pointed  at 
each  other's  heads." 
ITS  OWN  VICTIM.  The  Bundesbank  forced 
the  matter  to  a  head.  After  years  of 
exporting  its  high  interest  rates — needed 
to  counter  unification-driven  budget  defi- 
cits— to  the  rest  of  Europe,  the  Bundes- 
bank suddenly  found  itself  a  victim  of 
its  own  anti-inflation  strategy.  In  one 
recent  week,  the  bank's  interventions  to 
prop  up  the  lira  forced  it  to  create  more 
marks  than  it  would  normally  pump  out 
in  a  year.  Schlesinger  admits:  "We  were 
in  a  position  in  which  we  no  longer  saw 
ourselves  as  able  to  execute  our  mone- 
tary policy." 

The  shock  waves  will  keep  spreading 
across  Europe  for  weeks.  Currencies 
such  as  the  Spanish  peseta  and  the 
French  franc  could  come  under  contin- 
ued pressure,  especially  if  French  voters 
deal  Maastricht  the  coup  de  grace.  And 
politicians  from  British  Prime  Minister 
John  Major  to  Spain's  Felipe  Gonzalez 
have  invested  enormous  political  capital 
in  sidling  up  to  an  integrated  Europe. 
They'll  have  to  keep  on  their  feet  at  a 
time  when  they're  already  battling  slug- 
gish economies:  EC  economic  growth  this 
year  is  coming  in  at  an  anemic  1.25%. 

The  shock  will  also  bring  enormous 
pressure  to  bear  on  the  government  of 
German  Chancellor  Helmut  Kohl.  He 
must  now  put  together  a  deficit-reduc- 
tion package  to  control  the  runaway 
German  unification  budget  that  prompt- 
ed the  Bundesbank  to  keep  such  a  tight 
rein  on  credit.  Germany  presents  "the 
oddest  economic  picture  I've  seen  in  my 
lifetime,"  says  former  German  Chancel- 
lor Helmut  Schmidt.  "The  villain  [in  the 
currency  crisis]  is  the  German  govern- 
ment. And  the  Bundesbank  is  to  be 
blamed  for  trying  to  counter  a  rather 
ridiculous  fiscal  stance." 

Perhaps  the  biggest  losers  are  the 
EC's  architects  of  unity.  Then  again, 
with  the  European  single  market  at 
least  moving  ahead  on  time  for  its  debut 
on  Jan.  1,  Europeans  may  have  some- 
thing to  look  forward  to:  an  economic 
union  driven  more  by  market  forces  and 
less  by  Brussels  abstractions. 

By  Bill  Javetski  in  Paris,  with  John 
Templeman  in  Bonn.  Richard  A.  Melcher 
in  London  and  Mike  McNamee  in 
Washington 
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INVESTIGATIONS! 


DID  MICROSOFT  SHUT  THE 
WINDOWS  OH  COMPETITORS? 


The  FTC  may  charge  the  software  giaiit  with  'exclusionary  behavior' 


ighty  Microsoft  Corp.,  the 
world's  No.  1  software  maker, 
may  have  big  trouble  ahead. 
HlJSINESS  WKEK  has  learned  that  the  Fed- 
eral Trade  Commission  is  close  to  com- 
pleting a  two-year  probe  of  the  compa- 
ny's business  practices.  According  to  a 
well-placed  source  with  detailed  knowl- 
edge of  the  case,  staff  attorneys  in  the 
FTC's  Bureau  of  Competition  are  near  to 
recommending  that  the  PTC  bring  action 
against  Microsoft.  Their  recommenda- 
tion could  come  as 
early  as  October  but 
almost  certainly  no 
later  than  yearend. 
Top-level  software 
industry  executives, 
who  have  been  inter- 
viewed extensively 
by  the  PTC,  say  they 
have  been  led  to  be- 
lieve that  the  agency 
has  nearly  completed 
its  jji-obe. 

The  government's 
case  against  Micro- 
soft, the  source  says, 
is  based  partly  on 


negotiating  a  consent  decree  in  which  it 
would  likely  have  to  promise  to  refrain 
from  anticompetitive  tactics.  Some  of 
those  who  know  Microsoft  Chairman 
William  H.  Gates  III  believe  he's  likely 
to  fight.  Says  one  software  rival:  "Gates 
thinks  he  can  beat  the  government." 
INCREDULOUS.  Microsoft  officials  say 
they  have  yet  to  be  notified  of  any  im- 
pending action  by  the  FTC.  The  FTC  has 
yet  even  to  acknowledge  publicly  that  it 
is  investigating  the  company,  although 


MICROSOFT'S  TIGHTENING  GRIP 
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INCLUDES  SOFTWARE  FOR  APPLE  COMPUTERS 


the  software  giant's 
massive  market  pow- 
er. Specifically,  the 
feds  have  found 
fault  with  Micro- 
soft's bare-knuckle  competitive  tactics, 
which  they  believe  are  examples  of  so- 
called  "exclusionary  behavior."  That 
means  the  FTC  staff  thinks  it  has  evi- 
dence showing  Microsoft  has  taken  ac- 
tions designed  to  damage  competitors, 
without  any  other  apparent  benefit  to 
Microsoft  or  consumers.  "There's  noth- 
ing wrong  with  wanting  to  see  your  ri- 
vals dead  or  dying,"  says  the  source. 
"That's  competition.  But  you're  sup- 
posed to  do  it  by  fair  means,  not  foul." 

If  the  FTC  staff  lawyers  cry  foul,  it 
will  still  be  up  to  the  five  commissioners 
of  the  FTC  to  decide  whether  to  launch  a 
case.  Although  it  would  be  rare  for  them 
to  reject  a  staff  recommendation,  the 
commissioners  could  decline  to  proceed. 
If  they  do  go  ahead,  Microsoft  would 
have  the  option  of  fighting  the  case  or 
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Microsoft  confirmed  in  March,  1991,  that 
it  was  the  target  of  a  probe.  Gates  says 
that  neither  he  nor  any  other  Microsoft 
executive  has  even  been  interviewed  by 
the  PTC,  although  the  company  has  sup- 
plied the  feds  with  mountains  of  docu- 
ments. When  told  of  the  FTC's  pending 
action.  Gates  was  incredulous,  steadfast- 
ly denying  any  wrongdoing.  Gates  says 
he's  only  remotely  concerned  about  a 
possible  case.  "Am  I  worried?"  he  says. 
"Do  I  worry  about  somebody  walking  up 
and  shooting  me  in  the  head?  It's  a 
possibility.  This  is  a  government 
agency  that's  very  powerful." 

Microsoft's  chairman,  mea, 
while,  doesn't  appear  to  have  maii  \ 
powerful  government  connections 
of  his  own.  Gates  may  be  the  coun- 
try's richest  man,  with  $7  billion  in 
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osoft  stock.  And  President  Bush  did 
nor  him  with  the  National  Medal  of 
!chnolojj;y  at  a  White  House  Rose  Gar- 
n  ceremony  in  June.  But  Gates  has 
t  to  use  his  money  to  become  a  politi- 
1  force.  According  to  Federal  Election 
)mmission  records,  Gates  has  made  po- 
ical  contributions  of  just  $3,500  since 
nuary,  1991.  Most  of  that  money  went 
Democratic  congressmen. 
Action  by  the  Fl'C  would  be  a  black 
eye  for  one  of  the  computer  indus- 
try's titans.  As  the  supplier  of 
MS-DOS  and  Windows,  the  key 
operating-system  pro- 


grams for  IBM-compatible  personal  com- 
puters, Microsoft  drives  much  of  the  in- 
dustry's agenda.  The  17-year-old 
company  is  now  about  the  size  of  its 
next  four  competitors — Lotus,  Novell, 
WordPerfect,  and  Borland — combined. 
In  its  fiscal  year  ended  in  June,  the  com- 
pany posted  earnings  of  $708  million,  up 
537'  from  the  previous  year,  on  $2.76 
billion  in  sales,  a  50%  increase. 

BITTER  MOUSE  TRAP.  Such  SUCCeSS,  COU- 

pled  with  Microsoft's  aggressive  stance, 
has  made  it  a  magnet  for  rivals'  com- 
plaints. Competitors  believe  that  Micro- 
soft has  an  unfair  advantage  because  it 
sells  both  operating  systems  and  applica- 
tions. That  means  its  operating  system 
experts  can  give  its  developers  of  word 
processing,  spreadsheet,  and  other  pro- 
grams inside  knowledge  and  advice. 
"We  know  that  Microsoft  takes  full  ad- 
vantage of  the  fact  that  it  owns  Win- 
dows," says  Philippe  Kahn,  chairman  of 
Borland  International  Inc.  Microsoft 
now  controls  more  than  50%  of  the  fast- 
growing,  $1.3  billion  market  for  Win- 
dows applications  in  North  America. 
If  the  FTC  brings  an  exclusionary  prac- 


Gates:  'Am  I  worried? 
Do  I  worry  about 
somebody  walking  up 
and  shooting  me  in  the 
head?  It's  a  possibility. 
This  is  a  government 
agency  that's  very 
powerful' 


tice  case  against  Microsoft,  it  would  be 
building  on  a  1985  Supreme  Court  rul- 
ing, written  by  Justice  John  Paul  Ste- 
vens. In  Aspen  Skiing  Co.  vs.  Aspen 
Highlands  Skiing  Corp.,  the  court  be- 
gan defining  the  law  on  exclusionary 
practices.  Aspen  Skiing,  which  owned 
three  of  four  ski  lifts  on  the  Colorado 
mountain,  excluded  its  smaller  competi- 
tor from  a  package  of  lift  tickets  it  of- 
fered skiers.  As  a  result,  the  company 
was  found  guilty  of  using  its  market 
power  to  engage  in  anticompetitive 
behavior  that  hurt  its  rival  while  not 
benefiting  consumers. 

It's  still  unclear  which  of  Micro- 
soft's practices  could  be  viewed  as 
violating  the  exclusionary  practice 
law.  A  potential  example  might  in- 
volve Microsoft's  dealing  with  Logitech 


Inc.,  a  Fremont  (Calif.)  maker  of 
"mouse"  pointing  devices.  Microsoft  and 
Logitech  are  the  market-share  leaders  in 
the  $500  million  business.  Logitech  has 
been  objecting  to  Microsoft's  tactics 
since  1989,  when  Logitech  President 
Pierluigi  Zappacosta  wrote  a  letter  to 
Microsoft's  then-President  Jon  A.  Shir- 
ley alleging  that  Microsoft  salespeople 
were  bad-mouthing  Logitech's  products. 

Since  then,  Logitech  has  lodged  other 
complaints  with  Microsoft.  Soon  after 
Microsoft  began  shipping  Windows  3.0, 
for  instance,  Logitech  signed  a  deal  to 
sell  the  new  program  with  its  own 
mouse  as  a  "bundled"  product.  But  in 
June,  Microsoft  abruptly  terminated  the 
pact.  The  reason:  Microsoft  says  it  now 
makes  such  licensing  deals  only  with 
makers  of  PCs  and  other  "substantial" 
hardware,  not  mice.  "These  are  the  per- 
fect rules  to  exclude  us,"  says  Zappa- 
costa. "It's  impossible  for  us  to  have  a 
competitive  bundle  on  the  market  now." 
Microsoft's  Executive  Vice-President 
Steve  A.  Ballmer  says  he  changed  the 
licensing  policy  because  Microsoft  was 
losing  money  on  deals  involving  small 
hardware  products. 

Then  there's  Mi- 
crosoft's relationship 
with  software  house 
Adobe  Systems  Inc., 
which  makes  soft- 
ware typefaces.  Ado- 
be believes  that  Mi- 
crosoft's Windows 
package  was  de- 
signed so  that  Micro- 
soft's brand  of  type- 
faces prints  on  a 
laser  printer  at  twice 
the  speed  of  Ado- 
be's. It  complained 
to  Microsoft,  without 
result.  Eventually 
Adobe  cleared  the 
hurdle  but  says  it 
lost  sales  to  Micro- 
soft. Says  Cameron 
Myhrvold,  Microsoft's  director  of  devel- 
oper relations:  "There  is  nothing  Micro- 
soft is  doing  that  holds  back  Adobe." 

Antitrust  experts  say  it  is  extremely 
difficult  to  prove  that  a  company  has 
engaged  in  exclusionary  practices,  since 
it's  tough  to  show  that  the  company  act- 
ed for  no  reason  other  than  to  crush  a 
competitor.  What  makes  such  a  case  par- 
ticularly challenging,  says  Harry  First,  a 
professor  of  law  at  New  York  Universi- 
ty, is  that  it's  easy  for  a  company  to 
come  up  with  a  plausible  justification 
after  the  fact.  "These  are  hard  cases  to 
win,"  he  says.  That  means  if  the  FTC  is 
set  on  forcing  Microsoft  to  change  its 
ways,  its  evidence  better  be  rock-hard. 

By  Kathy  Rebello  in  Redmond,  Wash., 
Mark  Lewyn  in  Washington,  and  Evan  I. 
Schwartz  in  New  York 
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AUTOS I 


THE  BIG  THREE  THIHK  THEY 
SMELL  BLOOD 


Its  appetite  whetted  by  recent  market-shai-e  gains,  Detroit  tempts  buyers  with  bargains 


There's  nothing  hke  brand-new  cars 
to  lure  car  buyers  into  dealer 
showrooms.  Every  year,  auto  mak- 
ers bank  on  snazzy  new  models, 
launched  with  plenty  of  hoopla,  to  per- 
suade customers  to  trade  in  their  aging- 
rides  for  something  fresher.  This  year  is 
no  e.xception,  with  Detroit  and  Japan 
rolling  out  spiffy  new  vehicles  that 
range  from  Chrysler's  Euro-style  LH 
midsize  sedans  to  the  sporty  open-air 
Honda  del  Sol  to  Ford's  beefy  Ranger 
compact  pickup. 

But  this  time  around,  Detroit  is  going 
for  Japan's  jugular.  With  the  sluggish 
economy  making  consumers  nervous, 
Motown  is  trying  to  tempt  the  recession- 
weary  with  bargains.  It's  holding  price 


PONTIAC'S  FIREBIRD:  THE  SPORTY  MODEL 
WON'T  BE  OUT  UNTIL  EARLY  NEXT  YEAR 


CHRYSLER'S  CONCORDE:  ONE  OF  THE  MIDSIXE 
LH  SEDANS  THE  COMPANY  IS  COUNTING  ON 


increases  for  its  1993  lineup  to  an  aver- 
age of  just  1.27'  over  last  year,  figures 
Salomon  Brothers  Inc.  analyst  Jack  V. 
Kirnan.  And  on  some  models  the  Big 
Three  are  throwing  in  attention-getting 
lagniappes:  low-cost  options  packages 
(box),  bargain-basement  lease  deals,  or 
free  roadside  service. 
"The  domestics'  mes- 
sage for  the  1993  mod- 
el year  is  going  to  fo- 
cus more  on  value," 
says  Christopher  W. 
Cedergren,  an  analyst 
at  AutoPacific  Group 
Inc.  in  Santa  Ana, 
Calif. 

Detroit  hopes  all 
that  will  translate  into 
more  market  share 
gains  vs.  Japan.  Japa- 
nese car  companies, 
hit  by   lousy  profits 
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and  political  pressures  in  the  U.  S.,  will 
probably  raise  prices  by  just  over  37 
this  fall,  Kirnan  estimates,  after  a  47 
hike  last  spring.  He  expects  additional 
increases  in  1993.  Buoyed  by  the  grow- 
ing price  advantage,  Motown  has  al- 
ready raised  its  share  of  the  car  and 
light-truck  market  by  two  points,  to 
72. 47^  so  far  this  year,  and  it  hopes  to 
eke  out  a  bit  more  in  1993. 
ADDED  BURDENS.  But  even  attractive 
prices  may  not  coax  potential  buyers  out 
(if  their  shells.  The  analysts'  consensus 
is  that  sales  of  light  vehicles  should 
creep  up  to  about  13.5  million  or  so  next 
year,  from  a  projected  13  million  this 
year.  Part  of  the  problem  may  be  that 
for  many  buyers,  even  today's  best  bar- 
gains may  seem  high-priced.  Cars  are 
less  affordable  than  ever.  New  wheels 
now  cost,  on  average,  the  equivalent  of 
25.9  weeks'  pay,  up  from  18.1  weeks  20 
years  ago  (chart).  Detroit  blames  the 
added  burden  of  more  rigorous  safety 
and  antipollution  regulations. 

The  new  model  year 
poses  different  chal- 
lenges for  each  of  the 
Big  Three.  Ford, 
which  has  been  the 
only  company  to  in- 
crease its  share  in 
both  cars  and  light 
trucks  this  year,  will 
try  to  maintain  mo- 
mentum. General  Mo- 
tors Corp.  is  just  try- 
ing to  hold  its  own 
while  it  restructures. 
And  for  Chrysler 
Corp.,  whose  minivans 


AVERAGE  NU 
OF  WEEKS'  EARNINGS 
NEEDED  TO  BUY  A  CAR 


and  Jeeps  are  a  roaring  success,  th 
trick  will  be  to  show  that  it  still  know 
how  to  sell  cars.  Its  new  LH  line  of  fan- 
ily  sedans — the  Dodge  Intrepid,  EagI 
Vision,  and  Chrysler  Concorde — hit  th 
showrooms  this  fall.  The  cars,  whic! 
range  from  a  $15,930  base  for  the  In 
trepid  to  $22,000  for  a  loaded  Concord€ 
are  so  important  to  Chrysler  that  wag! 
say  LH  stands  for  "Last  Hope." 

The  new  Chryslers  are  getting  ravi 
reviews,  but  the  midsize  sedan  market  ii 
brutal.  Honda's  Accord  and  Ford's  Tau 
rus  are  battling  for  the  best-seller  spot 
an  honor  the  Accord  has  held  for  thi 
last  three  years.  Ford,  with  the  Taurus 
trailing  by  just  over  24,000  cars  as  o: 
September,  is  now  offering  0.57  financ 
ing  on  two-year  leases.  With  $1,50( 
down,  a  lessor  can  now  drive  off  the  lo 
with  a  well-equipped  1993  Taurus  GL  fo: 
$249  a  month. 

Nissan  Motor  Co.,  meanwhile,  is  com 
ing  out  with  a  comeback  car  of  its  own- 
the  new  Altima  family  sedan,  which  re 
places  the  slow-selling  Stanza.  The  AI 
tima  is  small  for  a  midsize,  but  it's 
priced  to  sell:  It  starts  at  just  $12,999 
vs.  the  Taurus'  $15,491  base  price. 


FORD'S  RANGER:  THE  COMPACT,  MACHO 
PICKUP  IS  AIMED  AT  THE  SMART  SET 


The  Japanese  companies  are  turning 
up  the  heat  in  a  number  of  other  areas, 
too.  This  year,  Toyota  Motor  Corp.  will 
offer  Japan's  first  big  pickup,  the  TIOO. 
And  Japan  is  set  to  unleash  a  host  of 
attractive  small  cars.  Toyota  is  moving 
its  Corolla  upscale,  making  it  longer  and 
upping  its  base  price  15.27  ,  to  $11,198. 
The  added  money  buys  extras  such  as 
standard  driver  airbags. 

Among  even  smaller  entries,  Honda's 
new  del  Sol  two-seater  runabout,  which 


irts  at  $13,200,  has  a  nifty  fiberglass 
3  that  stows  neatly  in  the  trunk  (page 
6).  And  Mitsubishi  Motors  Corp.'s  new 
rage  is  a  roomier,  spruced-up  version 
the  economy  car,  starting  at  $7,649. 
In  each  case,  however,  Detroit  has  a 
(oste.  To  boost  truck-owner  loyalty 
d  fend  off  Toyota,  Ford  is  offering 
24-hour  roadside  service  to  all  buy- 


I'S  SATURN:  A  STATION  WAGON  IS 
INING  THE  ZIPPY  FAMILY  SEDAN 


;  of  its  F-series  full-size  truck,  the  in- 
stry's  sales  leader.  Ford  is  also  taking 

Toyota  in  small  trucks  with  its  ma- 
3,  revamped  Ranger,  which  is  de- 
nned to  steal  sales  from  Toyota's 
mdy,  small  four-wheel-drive  pickup, 
rhe  Big  Three  also  have  some  new 
lall  cars  of  their  own — though  not  all 

them  match  up  well  against  Japan, 
['s  import-buster  Saturn  will  probably 


WORE  AND 
MORE  NO-DICKER 
►TICKERS  

One  of  the  hottest  car-marketing 
tactics  these  days  is  also  one  of 
the  simplest.  On  some  of  its 
lodels.  Ford  Motor  Co.  just  slaps  a 
ingle  low  price  on  all  versions  of  a  car 
quipped  with  a  standard  set  of  popu- 
ir  options. 

Ford  used  its  Escort  subcompact  to 
ive  the  idea  a  test  drive  last  year, 
iking  it  national  in  May.  It  prices  any 
993  Escort — hatchback,  four-door,  or 
'agon — equipped  with  air  condition- 
ig,  power  steering,  and  other  popular 
matures,  at  just  $10,899.  Ford  says  Es- 
Drt  sales  have  jumped  since  the  new 
ricing  was  adopted — even  in  Califor- 
ia,  where  Japan  holds  about  half  the 
larket.  At  Galpin  Ford  in  the  San  Fer- 
ando  Valley,  sales  roughly  doubled,  to 
bout  100  a  month  recently,  says  own- 
r  Bert  Boeckmann. 
The  carmaker  sees  plenty  of  benefits 
1  the  strategy.  Ford  saves  on  manu- 
icturing  costs  because  most  cars  com- 
ig  down  the  line  have  a  standard  op- 
en package.  And  buyers  like  getting 
well-equipped  car  at  not  much  more 
lan  the  price  of  a  no-frills  model, 
lus,  eliminating  price  haggling  "just 


continue  to  sell  well — especially  with  a 
zippy  new  station  wagon  out  for  1993. 
And  Chevy's  new  GEO  Prizm  is  a  strong 
entry.  It's  made  by  a  GM-Toyota  joint 
venture  and  has  the  same  improvements 
as  the  Corolla.  But  Chrysler  will  have  to 
use  freebie  features  to  keep  its  aging 
Plymouth  Acclaim,  Dodge  Spirit,  and 
Chrysler  Le  Baron  sedans  in  the  race. 
SPORTS  SHORTS.  Luckily  for  Detroit, 
strong  reinforcements  are  on  the  way. 
Early  next  year  GM  introduces  its  new 
Pontiac  Firebird  and  Chevrolet  Camaro. 
Ford  will  also  come  out  with  a  high- 
powered,  limited-edition  Mustang  Cobra, 
which  is  supposed  to  help  stave  off  more 
market-share  erosion  until  a  fully  re- 
vamped 1994  Mustang  arrives. 

Cadillac  is  escalating  its  assault  on 
Japanese  newcomers  Lexus  and  Infiniti, 
as  well  as  traditional  European  rivals. 
GM's  luxury  division  is  adding  its  potent 
Northstar  V-8  engine,  a  hit  in  the  Al- 
lante,  introduced  in  April,  to  its  stylish 
Seville  touring  sedan  and  two  Eldorado 
coupes.  In  December,  Ford  will  unveil 
the  Lincoln  Mark  VIII,  a  sleek  coupe 
with  a  powerful  32-valve  aluminum  V-8. 
Ford's  first  multivalve  V-8,  it  finally 
puts  the  company  on  par  with  Japanese 
engine  technology.  Not  to  abandon  its 
traditional,  older  buyers,  Cadillac  also  is 


makes  a  more  comfortable  relation- 
ship" between  customers  and  salespeo- 
ple, says  Boeckmann. 

Ford's  tactics  are  close  cousins  to 
ones  pioneered  by  General  Motors 
Corp.'s  new  Saturn  division.  Saturn 
has  achieved  booming  sales  by,  among 
other  things,  refusing  to  haggle  on 
sticker  prices.  Many  dealers  also  are 
experimenting  on  their  own  with  no- 
dicker  stickers. 

But  no  one  is  more  entranced  with 
the  idea  than  Ford  executives.  They're 
now  going  national  with  simplified  pric- 
ing on  Thunderbirds.  Ford  cut  the 
available  versions  of  the  car  from  four 
to  two,  piled  on  features,  and  slashed 
prices.  The  LX  now  costs  just  $16,292, 
vs.  $20,316  for  last  year's  slightly 
more  loaded  version.  "We  more  than 
doubled  our  T-Bird  [sales]  in  Califor- 
nia," where  the  concept  was  first  test- 
ed, says  Ross  H.  Roberts,  Ford  Div. 
general  manager. 

LOPSIDED  PIE.  The  strategy  comes  with 
risks,  of  course.  Some  dealers  will  al- 
ways find  a  way  to  circumvent  the 
sticker.  And  anticipating  demand  can 
be  tricky.  After  the  pricing  switch,  the 
Escort  station  wagon  became  the  big- 
gest bargain  among  the  Escorts,  shoot- 
ing from  17%  of  the  total  sold  to  50%. 
Workers  at  Ford's  Wayne  (Mich.)  fac- 
tory, which  makes  the  sedan,  weren't 
happy  to  see  the  bulk  of  new  orders 
going  to  the  Escort  wagon  plant  in 


introducing  new  land  yachts,  the  Fleet- 
wood and  Fleetwood  Brougham,  even 
longer  than  their  18y2-foot  predecessors. 

Will  all  these  hot  new  models  sell? 
There's  plenty  of  pent-up  demand,  but 
consumers  are  still  balking.  The  Univer- 
sity of  Michigan's  consumer  confidence 
surveys  find  that  Americans  view  the 
economic  outlook  as  "mediocre  at  best," 


FORD'S  MARK  VIII:  A  SLEEK  COUPE  WITH  A 
POWERFUL  32-VALVE  ALUMINUM  ENGINE 


says  Michigan  economist  F.  Thomas  Jus- 
ter.  "The  uncertainty  of  the  employment 
outlook,"  he  says,  is  keeping  potential 
buyers  out  of  the  showrooms.  Transla- 
tion: Hot  new  models  can  help,  but  for 
Detroit  to  get  a  real  boost,  the  economy 
has  to  get  purring. 

By  Kathleen  Kerwin  in  Detroit,  with 
Larry  Armstrong  in  Los  Angeles  and 
Thane  Petersoyi  in  New  York 


Hermosillo,  Mexico.  Ford  says  it  now 
balances  the  product  mix  better  by  us- 
ing promotions  on  other  Escort  models 
to  send  more  work  back  to  Wayne. 

Auto  analysts  speculate  that  other 
auto  makers,  including  gm's  Chevrolet 
division,  will  look  at  the  new  pricing 
strategies  and  adopt  them  as  their 
own.  After  all,  in  tough  economic 
times,  nothing  sells  like  a  bargain. 

By  Kathleen  Kerwin  in  Detroit 


HOW  ONE-PRICE 
MARKETING  ADDS  UP 

Price 

1992  1993 

FORD 

THUNDERBIRD  LX  $20,316'  $16,292 
Options  include  fuel-injected  3.8-liter 
V-6,  power  steering,  air  conditioning, 
power  windows,  temperature  control,  alu- 
minum wheels,  power  antenna 

FORD  ESCORT 

HATCHBACK  LX  $10,683  $10,899 
FORD  ESCORT 

WAGON  $11,790  $10,899 

Both  Escorts  come  equipped  with  manual 
transmission,  air  conditioning,  power 
steering,  rear-window  defroster,  stereo 
radio,  dual  remote-control  mirrors 

*  1992  price  also  includes  keyless  entry,  premium  sound 
system,  and  power  passenger  seal 

DATA:  COMPANY  REPORTS 
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THfe  WORKPLACE  I 


FAMILY  CARE:  TIPS  FOR  COMPANIES 
THAT  ARE  TRYING  TO  HELP 


More  businesses  see  the  benefits,  but  many  don't  know  where  to  begin 


For  executives  wondering  about 
work  and  family  issues,  these  are 
confusing  times.  On  Sept.  11,  a  con- 
sortium of  137  companies  and  nonprofit 
groups  announced  that  they  had  formed 
the  American  Business  Collaboration  for 
Quality  Dependent  Care.  Led  by  11  cor- 
porate giants,  including  IBM,  .4T&T,  and 
Johnson  &  Johnson,  its  goal  is  to  raise 
$25  million  to  fund  a  variety  of  child-care 
and  elder-care  projects  across  the  U.  S. 

Yet  that  very  same  day,  the  Family  & 
Medical  Leave  Act  headed  for  the  White 
House — and  a  near-certain  death  at  the 
hand  of  President  Bush.  He  has  vowed 
to  veto  the  bill,  which  would  mandate  12 


weeks  of  unpaid  leave  for  workers  who 
must  care  for  newborns  or  aging  par- 
ents. Observes  Fran  Rodgers,  CEO  of 
Work/Family  Directions  Inc.,  a  Boston 
consultant  that  organized  the  collabora- 
tion: "The  country  is  struggling  to  deter- 
mine whose  responsibility  dependent 
care  is." 

Like  Bush,  many  companies  oppose 
the  idea  of  government  mandates.  So 
more  and  more,  they're  taking  steps  on 
their  own — customizing  programs  to  suit 
the  ages,  work  habits,  and  peculiar  con- 
cerns of  their  employees.  Here's  how  a 
few  of  them  are  tackling  the  issue: 
■  Employee  subsidies.  Helping  employees 


DEPENDENT-CARE  POLICIES:  NO  SIMPLE  SOLUTION 


ADVANTAGES   ■  DRAWBACKS 


REFERRAL  SERVICES 

Company  sponsors  toll-free 
hotline  that  lists  child-  and 
elder-care  providers 


Costs  just  $9  to  $30 
each  time  an  employ- 
ee uses  the  service 


Heavy  burden  still  rests 
on  employees.  Lists 
are  often  outdated 


SUBSIDIZED  CARE 

Compony  issues  vouchers,  oug- 
menfs  salaries,  or  reimburses 
employees  for  dependent- 
care  expenses 


Simple  and  direct. 
Good  for  workers 
v/ith  irregular  shifts 


Caregivers  must  be 
state-licensed  for  com- 
pany to  receive  tax 
benefits 


ON-SITE  OR  NEARBY  DAY  CARE 

Company  constructs  a  facility  on 
its  premises  or  contracts  with  a 
local  center  to  guarantee  places 
for  its  employees'  kids 


The  ultimate  in 
convenience.  Often 
state  of  the  art 


Startup  costs  run 
$500,000  to 
$1,000,000 


TEMPORARY  CARE 

Company  arranges  short-term 
help  in  case  of  illness  or  emer- 
gency, or  subsidizes  summer 
or  offer-scfiool  programs 


Eliminates  a  prime 
cause  of  employee 
absenteeism 


Little  more  than  a 
stopgap  measure  for 
most  employees 


INCREASING  SUPPLY 

Companies,  offen  with 
the  state,  help  train 
workers  for  day- 
care programs 


Increases  local  popu- 
lation of  reliable  care 
providers 


Takes  at  least  a  year 
for  training  to  yield 
results 


finance  family  care  is  the  most  direc 
approach.  Many  companies  do  so  by  pa^ 
ing  part  of  a  care  provider's  bills  c 
through  tax-favored  dependent-car 
funds,  which  let  workers  spend  up  t 
$5,000  annually  in  pretax  dollars.  Troi 
ble  is,  many  companies  aren't  sure  the 
get  enough  for  their  money,  and  man 
employees  need  more  than  dollars  to  a 
range  dependable  care. 

■  Referral  services.  With  resource  and  n 
ferral  services,  employees  supply  the 
workers  with  lists  of  sources  for  chil 
care — and,  increasingly,  elder  care  an 
activities  for  school-age  kids.  The  se 
vices  are  cheajD — $9  to  $30  per  emplo; 
ee — which  means  almost  any  compan 
can  run  such  a  program.  Client  comp; 
nies  of  Dependent  Care  Connection, 
national  referral  service,  have  from  "2( 
to  30,000  employees — and  we  deal  wit 
anyone  from  clerical  to  executive,"  saj 
President  John  B.  Place.  Such  referra 
can  be  especially  useful  to  compani( 
with  a  highly  mobile  work  force.  "T\ 
service  is  helpful  and  comforting,"  saj 
Patti  Arthur,  manager  of  Equal  Emplo; 
ment  Opportunity  compliance  at  Pvlot 
Corp. 

But  referral  services  vary  in  qualit 
and  "companies  want  to  make  sure  t\ 
vendor  keeps  its  resource  lists  update 
and  checked  out,"  warns  Susan  Seitc 
president  of  Work  &  Family  Connectio: 
a  Minnetonka  (Minn.)  consultant.  A  bi; 
ger  drawback:  The  burden  for  findir 
help  still  lies  with  the  employee. 

■  On-site  facilities.  A  decade  ago,  "cor 
panies  thought  addressing  these  issu( 
was  just  a  matter  of  paying  money 
notes  Ellen  Galinsky,  co-president  of  tl 
Families  &  Work  Institute  in  New  Yor 
"Now,  they're  concerned  with  enhancir 
the  supply  of  care  as  well."  For  thoi 
companies,  that  often  means  on-site  d£ 
care.  For  many  workers,  it's  a  drea 
benefit.  Pam  McMahan,  vice-president  < 
human  resources  for  Dallas'  Affiliat( 
Computer  Systems,  has  a  daughter 
the  company  center.  "We  commute  tv 
hours  every  day,  and  that's  bondir 
time,"  she  says.  "We  sing,  we  talk,  si 
tells  me  what  she  does." 

Fear  of  liability  risks  have  kept  son 
businesses  from  building  centers,  ai 
child-care  regulations  are  becomir 
stricter  in  many  states.  So  most  corpor 
tions  that  establish  their  own  faciliti' 
contract  out  management  to  a  profe 
sional.  When  the  2,500  employees  at  tl 
Houston  headquarters  of  Brown  &  Ro 
Inc.  asked  for  on-site  care,  the  enginef 
ing-and-construction  company  bin 
Kinder-Care  at  Work,  a  division  of  tl 
day-care  chain.  Housed  in  a  new,  $4  it\ 
lion  facility,  the  nine-month-old  cent 
can  serve  109  children,  aged  6  wee' 
to  5  years.  Employees  often  visit  th( 
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Life  changes. 


Your  phone  number  doesn't  have  tor 


Introducing 

ATScT  EasyReach '  700  Service 

Now  you  can  have  your  own  permanent  phone 
number  you  hold  onto  for  life* 

So  your  family  friends,  and  business  associates 
can  always  reach  you.  Now  wherever  you  go  in 
your  day  or  your  life,  virtually  all  your  important 
calls  can  be  forwarded  to  you  automatically 

AT&T  EasyReach  700  Service.  This  new  service 
works  with  any  touch-tone  phone.  And  no  extra 
equipment  is  needed. 

To  get  your  own  permanent  number  or  for  more 
information,  just  call  us  toll  free. 

Then  whenever  they  call,  you'll  always  be  there. 
Call  us  today  1  800  245-8003,  ext.  1830. 


Jject  to  tariff  terms  and  conditioiis- 
992  AT&T 


AT&T 


offspring  or  take  them  out  to  lunch. 

Custom-built  centers  come  with  specif- 
ic economic  and  demographic  demands: 
They  cost  at  least  $500,000  to  $1  million 
to  build  and  need  a  steady  supply  of  at 
least  75  children  to  be  cost-effective, 
says  Marguerite  W.  Sallee,  CEO  of  Nash- 
ville's Corporate  Child  Care  Manage- 
ment Service  Inc.,  which  runs  23  centers 
for  clients  such  as  General  Motors  Corp. 
and  Marriott  Corp.  In  1987,  Du  Pont  Co. 
invested  $750,000  in  a  day-care  center 
near  its  plants  outside  Wilmington,  Del. 
The  day-care  operator  made  some  eco- 
nomic miscalculations,  and  the  center 
failed  to  cover  its  costs.  Quality  slipped, 
and  parents  complained.  In  1991,  Du 
Pont  had  to  hire  another  manager,  who 
now  has  the  center  running  profitably. 
■  Financing  off-sile  care.  To  sidestep 
problems,  many  companies  prefer  to 
help  pay  the  costs  of  care  centers,  pro- 
grams, and  other  services  set  up  off-site. 
The  effort  ensures  that  corporate  em- 
ployees get  preferential  treatment. 
When  American  Telephone  &  Telegraph 
Co.  donates  money  to  increase  the  capac- 
ity of  a  child-care  center  by,  say,  30 
slots,  it  reserves  half  of  them  for  em- 
ployees' kids,  says  Deborah  Stahl,  direc- 
tor of  AT&T's  Family  Care  Development 
Fund.  Such  donations  provide  a  bigger 
bang  for  the  buck:  "You  can  give 
$25,000  to  a  local  day-care  center  and  get 
priority  for  your  employees,  vs.  starting 
your  own  center,  which  is  extremely 
costly.  And  you're  getting  involved  in  a 
business  you  know  nothing  about." 

Some  companies  with  irregular  shifts 
need  more  flexible  arrangements.  With 
an  average  employee  age  of  27,  America 
West  Airlines  Inc.  has  been  experiencing 
a  miniature  baby  boom  among  its  12,000 
workers.  But  the  Phoenix-based  carrier 
didn't  opt  for  a  company-owned  day-care 
facility  because  its  employees  are  so 
spread  out.  They  also  needed  child  care 
for  several  days  at  a  stretch  to  accom- 
modate pilots'  and  crews'  schedules. 

The  solution  seemed  to  be  private 
home-care  providers  who  live  in  the  em- 
ployees' neighborhoods.  So  America 
West  developed  a  staff  of  eight  to  train 
and  monitor  53  caregivers  working  out 
of  their  homes,  equipping  many  with 
toys  and  cribs.  The  company  subsidizes 
up  to  507f  of  the  fees.  Although  its  bank- 
ruptcy troubles  have  led  to  some  econo- 
mies— including  a  ban  on  new  toys — the 
program  itself  is  inviolate.  Child  care, 
says  America  West  CEO  Michael  J.  Con- 
way, "is  fundamental  to  the  culture  of 
our  company."  When  it  comes  to  depen- 
dent care,  that  attitude  at  the  top  is 
every  bit  as  important  as  money. 

By  Troy  Segal  in  New  York;  with  Eric 
Schine  in  Los  Angeles,  Chnndrika 
Narayan  in  Dallas,  and  bureau  reports 


PERSONAL  COMPUTERS  1 


ANOTHER  DEFECTION 
AT  DELL 


CFO  James  Daniel's  exit  couldn't  have  come  at  a  worse  time 


Smack  in  the  middle  of  a  fierce 
price  war,  the  last  thing  any  com- 
pany needs  is  to  lose  its  top  finan- 
cial executive.  Especially  a  highflier 
such  as  Dell  Computer  Corp.,  where 
tight  controls  have  been  a  key  to  steady 
gains  in  sales  and  profits — even  as  many 
personal-computer  rivals  crash  and  burn. 
But  with  the  abrupt  resignation  of  Dell's 
chief  financial  officer  on  Sept.  14,  Chief 
Executive  Michael  S.  Dell 
is  in  serious  need  of  a 
skilled  co-pilot. 

With  the  help  of  CFO 
James  R.  Daniel,  Dell  has 
proved  remarkably  adept 
at  cutting  costs  and 
boosting  profits,  even  as 
it  dropped  prices — by  307'- 
this  year  alone.  Indeed,  in 
its  latest  quarter,  ended 
Aug.  2.,  Dell's  sales  rose 
129/'  from  the  year-ago 
quarter,  to  $457.5  million. 
Profits  nearly  doubled,  to 
$21.9  million.  Meanwhile, 
operating  costs  fell  to  a 
record-low  167  of  sales 
for  the  quarter,  com- 
pared with  247  in  the 
previous  year,  thanks  to 
stringent  cost-cutting,  in- 
cluding 57  pay  cuts  for 
Dell's  100  highest-paid 
executives  and  the  elimi- 
nation of  50  positions. 
Few  of  Dell's  price-cutting  rivals  have 
done  as  well.  Northgate  Computer 
Corp.,  for  example,  reported  a  second- 
quarter  loss  of  $10.2  million,  after  sales 
fell  227  to  $34.7  million. 

Daniel  insists  his  departure  after  two 
years  at  Dell  is  not  the  result  of  a  rift 
between  him  and  Michael  Dell  and  that 
he  simply  wanted  a  change.  But,  uncom- 
fortably for  Dell,  Daniel's  resignation 
comes  on  the  heels  of  another  high-level 
departure.  John  C.  Olson  left  Dell  in  Au- 
gust, after  serving  just  four  months  as 
vice-president  of  worldwide  manufactur- 
ing operations,  a  new  position.  Olson 
says  he  left  to  care  for  an  ailing  wife. 
TIGHT  REINS.  The  departures  come  at  a 
time  when  Dell  could  use  an  experienced 
hand  at  the  financial  controls.  IBM,  Com- 
paq, and  Apple  all  have  inexpensive  new 
personal  computers  aimed  at  Dell's  mar- 
ket. And  Dell's  profit  margins  are  under 


CEO  MICHAEL  DELL  INSISTS  THE 
COMPANY  WON'T  MISS  A  BEAT 


severe  pressure.  In  its  latest  quarte 
margins  slipped  to  4.87,  below  Dell 
usual  67  or  so.  Worse  yet,  says  Jii 
Poyner,  an  analyst  with  Rauscher  Pien 
Refsnes  Inc.  in  Dallas,  Dell's  secon 
quarter  net  income  grew  just  $2.3  m 
lion  over  first-quarter  net  on  a  sail 
gain  of  $91.4  million.  That  means  tl 
price  war  is  cutting  Dell's  net  proi 
margin  on  incremental  sales  to  2.55 
"There's  no  way  you  c£ 
construe  Daniel's  leavir 
as  a  positive,"  saj 
Poyner.  "The  margin 
sues  are  acute  right  no\ 
and  it  takes  very  tigi 
controls  to  continue 
grow  earnings." 

Daniel     gets  cred 
among  his  peers  for  d 
ing  just  that.  When 
joined  Dell  in  1990,  the 
maker  had  little  moi 
than  $5  million  in  profi 
on  sales  of  $388  millio 
This  fiscal  year,  Chicaf 
Corp.  analyst  Rick 
Martin  expects  Dell 
earn  $92  million  on  saL 
of  $1.9  billion.  Daniel  als 
spearheaded  a  successf 
public  offering  in  Apr 
1991,  that  raised  $106 
million.  Dell  has  $122  m 
lion  in  cash,  compan 
with  $8.8  million  wh( 
Daniel  came  on  board.  Says  Martin:  "Ji 
leaves  the  company  in  good  shape." 

Despite  the  empty  seats  in  his  exec 
five  offices,  Michael  Dell  remains  unfla 
pable.  He  argues  that  the  missing  exec 
fives  won't  hurt  the  company,  sin 
those  duties  also  are  performed  by  ex€ 
utives  in  the  international  and  U.  S.  di' 
sions.  "I  don't  think  you're  going  to  si 
us  miss  a  beat,"  he  says. 

Besides,  Dell  adds,  Daniel's  resign 
tion  gives  him  the  chance  to  hire  a  CI 
experienced  in  running  larger  comp 
nies.  Before  coming  to  Dell,  Daniel  hi 
worked  at  ,sci  Systems  Inc.,  a  $1  billi( 
electronics  manufacturer  in  Huntsvil: 
Ala.  "We  want  somebody  who  can  tal 
us  to  the  $5  billion  and  $10  billion  marl< 
says  Dell.  He  will  also  need  somebo( 
who  knows  how  to  play  in  a  price  w 
without  losing  the  company's  shirt. 
By  Stephanie  Anderson  Forest  in  Dall 
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To  Set  the  Standard  in  Global  Business 


The  First  Step  is  Education. 

THUNDERBIRD 

The  American  Graduate  School  Of  International  Management 

From  the  four  corners  of  the 
world,  the  men  and  women  who 
manage  nations  and  the  fortunes  of 
global  business  acknowledge  that 
The  American  Graduate  School  of 
International  Management  sets  the 
standard  for  global  business 
education.  Every  year  since  1946, 
THUNDERBIRD,  as  the  school  is 
known  in  international  circles, 
graduates  a  very  special  breed  of 
people  who  become  major  players  in 
global  business. 

The  M.I.M.,  Master  of 
International  N4anagement,  offered  by 
THUNDERBIRD  is  a  rigorous 
three-part  program.  It  has  set  the 
educational  standard  which  many 
prestigious  institutions  now  follow. 

Office  of  Information  and  Communication 


•  Focus;  Worid  Business  -  To 
understand  the  intricacies  of 
multinational  finance,  marketing, 
economics  and  management. 

•  Focus:  International  Studies  - 
To  understand  how  different  cultures, 
politics,  and  economies  shape  global 
business  practices. 

•  Focus:  Modern  Languages  -  To 
master  the  business  and  social 
language  of  the  target  country. 

The  program  is  supported  with 
relevant  experience  through 
partnerships  with  foreign  universities 
and  internships  with  global 
companies. 


More  than  an  M.B.A.,  the  M.I.M. 
provides  a  unique  competitive  edge 
for  your  company  or  for  your  own 
career  —  domestic  or  foreign. 
Wherever  you  seek  to  compete,  you 
owe  it  to  yourself  to  learn  more 
about  THUNDERBIRD  and  its  Master 
of  International  Management  degree. 
There's  a  world  of  difference. 


THUNDERBIRD 

THE  AUTHORITY 
ON  GLOBAL  EDUCATION 


1  •  1S249  North  59th  Avenue  •  Giendale,  Arizona  8S306 
MEMBER  OF  AACSB 


602-978-7114  •  Fax:  M)2-97S-8238 


eNews 


Commentary/ by  Howard  Gleckman 


IT'S  DEJA  VOODOO  ALL  OVER  AGAIN 


It  took  three  tries  over  the  past  nine 
months.  But  with  his  grandiosely 
titled  Agenda  for  American  Re- 
neival,  President  Bush  has  come  up 
with  an  economic  blueprint  he  de- 
scribes as  comprehensive 
and  forward-looking.  How- 
ever, when  you  look  be- 
tween the  blue  covers  of 
his  latest  economic  plan, 
the  President  is  playing 
the  fiscal  equivalent  of 
the  old  shell  game.  Except 
this  time,  there  isn't  even  a  pea. 

Unveiled  in  Detroit  on  Sept.  10,  the 
l)roposal  claims  to  cut  $132  billion  from 
"mandatory"  spending  over  the  next 
five  years.  The  savings.  Bush  says, 
could  bankroll  a  one-percentage-point 
reduction  in  personal  income  tax  rates, 
a  cut  from  lTf/<  to  107"  in  the  lowest 
corporate  tax  rate,  a  capital-gains  tax 
cut,  and  more  generous  write-offs  for 
capital  investment  by  small 
businesses.  In  other  venues. 
Bush  also  has  been  calling 
for  an  increase  in  the  per- 
sonal exemption. 
BUDGET-BABBLE.  The  Bush 
plan,  whatever  its  virtues  as 
a  campaign  document,  has 
two  small  problems.  The 
first  is  that  the  President 
has  never  offered  anything 
close  to  $132  billion  in  man- 
datory spending  cuts.  The 
second  is  that  he  promises 
to  use  the  same  money  at 
least  three  times — to  cut  the 
deficit,  to  finance  a  tax  cut, 
and  to  pay  for  all  the  elec- 
tion-year goodies  he's  pass- 
ing around. 

Bush  isn't  alone  in  dodging  tough 
budget  questions.  Presidential  rival  Bill 
Clinton  does  little  more  than  nod  to  the 
issue  himself,  and  he  has  to  rely  on 
some  dubious  tax  hikes  to  make  his 
plan  add  up.  But  at  least  the  Arkansas 
Governor  avoids  some  of  the  White 
House's  most  egregious  gimmicks. 

Those  are  worth  a  look,  after  first 
hacking  through  some  budget-babble. 
Mandatory  programs  are  those  where 
the  government  automatically  pays  ev- 
eryone eligible  for  them.  Among  the 
biggest  mandatory  programs  are  inter- 
est on  the  debt,  Social  Security,  and 
the  bank  and  thrift  bailouts.  The  Presi- 
dent has  said  that  Social  Security  and 


veterans'  benefits  are  off  the  table, 
and  he's  hardly  going  to  renege  on  in- 
terest payments  or  refuse  to  pay  off 
bank  and  thrift  depositors.  Those  items 
account  for  about  607^  of  the  $5  trillion 
the  government  expects  to 
shell  out  on  mandatory  pro- 
grams over  the  next  five 
years. 

That  leaves  medicare  and 
medicaid,  which  eat  up 
about  half  of  the  remaining 
spending.  Student  loans,  ag- 
ricultural subsidies,  payments  to  re- 
tired federal  employees,  and  some  pov- 
erty programs  such  as  welfare  and 
food  stamps  make  up  the  rest.  To  keep 
his  promise.  Bush  would  have  to  slice 
$132  billion  out  of  these  $2  trillion  in 
planned  expenditures. 

He  has  never  really  said  how  he 
might  do  it.  Bush  has  talked  about  cap- 
ping entitlements — that  is,  limiting  to- 
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UNVEILING  THE  PLAN:  ITS  "SAVINGS"  WOULD  BE  SPENT  THREE  TIMES 


tal  federal  spending  for  all  those  pro- 
grams to  a  fixed  amount  every  year. 
But  a  cap  means  nothing  without  real 
cuts  in  specific  programs.  In  the  Presi- 
dent's July  24  budget  review — his  last 
official  word  on  the  subject — Bush  in- 
cluded a  list  of  "examples"  of  how  to 
cut  medicare,  medicaid,  and  the  rest. 
But  Budget  Director  Richard  G.  Dar- 
man  hasn't  endorsed  any  of  the  propos- 
als, insisting  that  they  were  merely  il- 
lustrative. In  his  fiscal  1993  budget, 
the  President  did  offer  about  $30  bil- 
lion in  program  cuts.  But  about  107  of 
that  was  in  veterans'  programs — pro- 
posals Bush  now  says  are  safe  from 
the  budget  ax. 


And  how  about  the  way  Bush  wants 
to  "spend"  the  savings?  The  Presi- 
dent's July  24  budget  update  promised 
a  surplus  by  1998.  But  it  could  only  get 
there  by — guess  what — reducing 
planned  mandatory  spending  by  more 
than  $200  billion.  If  the  cuts  aren't 
made,  or  if  they  are  used  to  bankroll  a 
big  tax  cut,  the  1998  deficit  would  still 
exceed  $100  billion,  the  Office  of  Man- 
agement &  Budget  estimates.  The  Con- 
gressional Budget  Office  says  things 
will  be  far  worse,  predicting  a  deficit 
topping  $250  billion. 
DOUBLE-TALK.  Those  estimates,  of 
course,  were  made  before  Bush  started 
offering  billions  in  election-year  lar- 
gess and  before  terrible  hurricanes- 
tore  through  Blorida  and  Hawaii.  The 
House  Budget  Committee  estimates 
that  the  President  already  has  prom- 
ised an  additional  $12  billion  in  new 
spending.  An  expanded  school-voucher 
bill  Bush  has  been  pushing 
could  cost  $30  billion  more. 
And  the  campaign  still  has 
six  weeks  to  go. 

One  other  point  about  the 
taxes:  Even  if  Bush  were  se- 
rious about  spending  reduc- 
tions, the  $132  billion 
wouldn't  cover  the  cost  of 
his  promised  tax  cuts,  at 
least  according  to  congres- 
sional estimates.  The  indi- 
vidual tax  cut  alone  would 
cost  at  least  $142  billion 
over  five  years,  and  that's, 
before  the  President  cutsi 
the  lowest  corporate  tax' 
rate,  allows  more  generous 
first-year  write-offs  for 
small-business  capital  in- 


vestment, and  slashes  the  capital-gains, 
tax.  Add  it  up,  and  even  cutting  $132 
billion  from  mandatory  spending  would 
probably  leave  him  $30  billion  short.  ; 

Bush  hasn't  cornered  the  market  on 
deficit  double-talk,  of  course.  But  ac- 
cusing Clinton  of  fiscal  fuzziness  won't 
get  the  President  off  the  hook,  espea 
cially  since  he  says  the  election  isf 
about  trust.  A  forthright  economic 
plan,  though  late,  might  have  restored! 
some  of  the  public's  tattered  confi- 
dence in  Bush's  economic  stewardshi]) 
But  Agenda  for  American  Renewdl'^ 
budgetary  sleight  of  hand  is  no  suiisti 
tute  for  a  serious  attempt  to  put  tht 
nation's  economic  house  in  order. 

Ji 
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,f  an  image  is  worth  a 
thousand  words,  imagine  what 
imaging  is  worth  to  you. 


Your  strategic  picture.  Like  the 
trategic  pictures  of  businesses  and 
;overnments  around  the  world,  it's 
vhat  Unisys  hid  in  mind  when  we 
lesigned  our  Infolmage  family  of  imag- 
ng  solutions. 

The  benefits  go  beyond  savings 
rom  enhanced  productivity.  For 
nfolmage  solutions  not  only  enable  you 
0  capture  documents  electronically, 
nove  them  throughout  your  enterprise, 
md  gain  simultaneous  access  to  them. 
Whatever  your  business  and  whatever 
t's  built  on-checks  or  claims,  corre- 
;pondence  or  blueprints  or  signed 
luthorizations-lnfolmage  solutions 
ilso  help  you  create  marketable, 
•evenue -generating  new  services. 
■        As  a  leader  in  imaging  technol- 
)gy,  we  know  that  advanced  solutions 
io  not  consist  of  technology  for  technol- 
ogy's sake.  We  begin  with  a  careful 


DI992  Unisys  Corporation 

nfolmage  is  a  trademark  of  Unisys  Corporation 


understanding  of  the  customer's  needs 
and  objectives.  And  our  Infolmage  Pro- 
fessional Services  recognize  that  an 
imaging  solution  isn't  a  solution  unless 

UNiSYS 

We  make  it  happen. 


it's  integrated  into  the  customer's  exist- 
ing systems. 

Whether  you're  in  finance,  gov- 
ernment, travel,  telecommunications  or 
any  other  service  industry  call  us  at 
1-800-448-1424,  ext.  139.  Ask  how  our 
imaging  solutions  can  help  improve 
your  business  picture  today. 


PROP  167  IS  DRIVING  GODBOLD'S  ZERO  CORP.  TO  SALT  LAKE  CITY 


CALIFORNIA, 
HERE  I  GO 


A  tax  plan  could  really  speed  up  the  business  exodus 


W 


rilford  D.  "Woody"  Godbold 
Jr.,  like  a  lot  of  California  ex- 
ecutives, started  having  his 
doubts  about  the  Golden  State's  econo- 
my a  few  years  back.  So  the  54-year-old 
chairman  of  Los  Angeles-based  Zero 
Corp.  laid  out  $4.5  million  to  buy  a 
300,000-square-foot  factory  in  Salt  Lake 
City.  Zero,  which  brings  in  $160  million  a 
year  making  cargo  containers  and  elec- 
tronic enclosures,  still  has  seven  plants 
in  California.  But  Godbold  thinks  he  may 
soon  move  one  or  more  of  them. 

California  was  once  business'  prom- 
ised land.  Drawn  by  a  probusiness  politi- 
cal climate  and  a  state  economy  larger 
than  that  of  most  countries,  companies 
started  flocking  there  in  the  1920s,  and 
the  influx  never  stopped.  Until  now.  Ag- 
gressive environmental  regulation, 
sharply  higher  jury  awards  to  injured 
woi'kers,  even  the  1989  San  Francisco 
earthquake  have  chased  hun- 
dreds of  businesses  out.  A  re- 
cent study  by  Southern  Califor- 
nia Edison  Co.  estimates  that 
668  manufacturing  companies 
have  left  the  state  since  1987, 
taking  with  them  92,000  jobs. 
WESTWARD  HO.  The  exodus 
may  just  be  beginning.  Whole 
convoys  of  moving  vans  may 
head  for  the  state  line  in  No- 
vember if  Proposition  167 
passes.  The  ballot  initiative, 
backed  by  the  state's  powerful 
teachers'  and  municipal  em- 


ployees' unions,  could  hike  a  wide  vari- 
ety of  business  taxes  by  up  to  20%. 

Placed  on  the  ballot  in  response  to  the 
California  legislature's  decision  last  Jan- 
uary to  cut  education  and  social  spend- 
ing this  year  instead  of  raising  taxes. 
Proposition  167  would  raise  the  corpo- 
rate tax  rate  to  10.^%  from  9.3%.  It 
would  also  hike  levies  on  insurers  and  oil 
companies  and  limit  the  deductions 
banks  could  take  for  bad  loans.  In  all,  its 
backers  say,  it  would  raise  $1.5  billion  in 
its  first  full  year,  jumping  to  $4  billion 
annually  by  1996.  Says  Lenny  Goldberg, 
executive  director  of  the  California  Tax 
Reform  Assn.,  which  is  organizing  the 
$5  million  push  for  Prop  167:  "We're 
just  trying  to  share  the  pain  with  the 
people  who  walked  off  with  the  store  in 
the  '80s." 

Maybe,  but  the  ballot  initiative  is  also 
giving  fresh  heartburn  to  state  leaders 


GOODBYE,  GOLDEN  STATE 


Where 

Why 

ARIZONA 

Nonunion  work  force,  lower  workers'  compensa- 
tion costs 

MEXICO 

Lower  wages,  fewer  regulations 

NEVADA 

No  corporate  income  tax,  less  regulation 

TEXAS 

Lower  taxes,  lower  workers'  compensation  costs 

UTAH 

Lower  taxes,  lower  wages,  highly  skilled  work 
force 

DATA:  ECONOMIC  DEVELOPMENT  CORP^  OF  lOS  ANGEIi S  COUNTY 


who  worry  about  accelerating  the  corpc 
rate  retreat  from  California.  As  many  a 
one-quarter  of  the  1,462  companies  sui 
veyed  by  the  California  Business  Rount 
table  last  fall  said  they  were  planning  t 
relocate  outside  the  state,  taking  an  a\ 
erage  of  174  jobs  with  them.  Reason 
for  the  departure  ranged  from  escalai 
ing  health  care  costs  to  the  time  it  take 
to  obtain  permits.  "The  state  simpi 
■doesn't  act  like  it  wants  us  to  stay, 
explains  Richard  L.  Sinclair,  president  c 
Compton-based  furniture  maker  Execi 
five  Office  Concepts.  Sinclair  is  plannin 
to  remain  in  California,  despite  a  neai 
doubling  in  his  workers'  compensatio 
premiums  in  two  years. 
NEVADA  OR  BUST.  The  timing  of  Pro 
167  couldn't  be  worse.  Cuts  in  the  aen 
space,  energy,  and  computer  Industrie 
already  have  claimed  760,000  jobs  in  th 
past  three  years,  and  as  many  as  100,00 
more  will  be  lost  in  the  next  year,  pn 
diets  the  latest  University  of  Californis 
Los  Angeles  business  forecast.  Many  o 
those  lost  jobs  will  be  government  worl 
ers,  victims  of  the  $6  billion  in  spendin 
cuts  that  ended  California's  recent  6^ 
day  budget  crisis.  But  the  cost  of  doin 
business  in  California  also  plays  a  ke 
role:  Hughes  Aircraft  Co.'s  operatin 
costs  are  as  much  as  30%  higher  in  Cal 
fornia  than  in  Arizona.  It  recently  ai 
nounced  it  would  relocate  1,700  job 
from  its  Southern  California  missil< 
building  sites  to  Tucson. 

Neighboring  states  are  preparing 
warm  welcome  for  the  Golden  State' 
business  refugees.  "The  number  of  call 
we're  getting  is  twice  what  it  was  las 
year,"  says  Dennis  H.  Stein,  president  c 
the  Nevada  Development  Authoritj 
"Prop  167  is  going  to  do  good  things  fc 
us."  Last  year.  Stein's  group  welcome 
18  companies  from  California  tha 
brought  with  them  1,000  jobs. 

Prop  167's  opponents  are  counteil 
attacking.  A  business  group  with  a  1ju(  j 
get  of  some  $12  million  has  hired  vetei 
an  political  consultant  Dick  Woodwar  | 
to  wage  a  campaign  against  the  me; 
sure.  The  group  spent  nearly  $1  millio 
recently  on  a  four-week  radio  blitz  wit 
spots  labeling  the  initialiv 
"the  job  terminator." 

Despite  the  ads.  Woodward 
polls  show  that  Prop  167  wmil 
probably  pass  today.  And  initi; 
tive  supporter  Goldberg  sa\ 
the  plan  would  help  the  ecoiK 
my  by  pouring  billions  into  pul 
lie-works  programs.  Wood  j 
Godbold,  and  a  lot  of  execi  ' 
tives  like  him,  figure  the  onl 
way  Prop  167  will  put  peo|)lt'  t 
work  is  if  they  go  looking  fi 
jobs  in  some  other  state. 
By  Ronald  Grover  in  Los  Angelt^ 
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Merrill  Lyncn,  rierce,  re nnef  a  oiiiiui  iiic  ivitfinuer  jitl- 


atisfaction  Defined. 


Defined  Funds  are  unit  investment  trusts  that  can  help  define  satisfaction. 
Especially  if  your  definition  includes  money  and  the  time  to  enjoy  it.  Th  ese  are 

diversified  portfolios  of  stocks  or  honds.  You  know  what  you're  investing  in 
hefore  you  huy.  And  you  can  get  started  for  ahout  Si,ooo.  Ask  your  financial 
professional  for  more  information.  Call  1-800-^22-^001,  ext.  358. 


  Merrill  Lynch   

>hearson  Lehman  Brothers  •  Prudential  Securities  •  Dean  Witter  •  PaineWebber 

free  prospectus  containing  more  complete  information  on  an\ Defined  Fund,  including  all  charges  and  expenses,  is  available.  Read  the  prospectus  carejulh  before  investing. 


SPORTS  MARKETING  I 


ADVANTAGE,  PAY-PER-VIEW? 
DON'T  COUNT  ON  IT 


The  Connors-Navratilova  match  looks  like  another  bad  serve 


e's  still  plenty  feisty,  and  his 
forehand  isn't  bad.  But  lately, 
Jimmy  Connors,  tennis'  40-year- 
oid  bad  boy,  has  done  better  in  Nuprin 
pain-reliever  ads  than  in  the  ad  court. 
Now,  pitted  against  the  equally  legend- 
ary— and  five  years  younger — Martina 
Navratilova  in  a  $500,000  winner-take-all 
exhibition,  Connors  is  aiming  to  provide 
a  little  relief  for  another  ailing  body: 
pay-per-view  television. 

Pay-per-view,  for  the  past  decade  the 
driving  force  behind  those  multimillion- 
dollar  boxing  purses,  has  recently  ab- 
sorbed a  flurry  of  body  blows.  TVKu, 
Time  Warner  Inc.'s  hugely 
hyi^ed  attempt  to  force-feed  a 
monthly  boxing  card  to  the 
public,  has  quietly  retreated 
to  an  occasional  bout.  General 
Electric  Co.'s  NBC  unit  lost  an 
estimated  $100  million  on  its 
Triplecast  of  the 
Olympic  Games 
from  Barcelona. 
Now,  Jimmy  and 
Martina  will  test 
whether  Ameri- 
can viewers  will 
buy  what  they 
usually  get  for  free: 
tennis  played  by  top  stars. 

Does  anyone  really  want  to 
see  Connors  and  Navratilova, 
neither  of  whom  got  very  far 
in  the  latest  U.  S.  Open,  clash 
on  the  outdoor  court  at  Cae- 
sars Palace  in  Las  Vegas  on 
Sept.  25?  It  won't  even  be  a 
real  match — Connors  is  limit- 
ed to  one  serve,  and  Navrati- 
lova can  hit  into  a  wider 
court.  And  unlike  1973's  tilt 
between  Bobby  Riggs  and  Bil- 
lie  Jean  King,  which  nearly 
sold  out  the  54,000-seat  Astro- 
dome, there's  no  real  antipa- 
thy between  Connors  and 
Navratilova.  "It's  a  show, 
purely  entertainment,"  admits 
former  tennis  great  Chris 
Evert.  "It  means  nothing  in 
terms  of  men  vs.  women." 
JOINT  PAIN.  In  short,  pay-per- 
view  could  suffer  another  em- 
barrassment. Its  financial 
backers  should  do  better.  The 
entire  affair,  says  promoter 


Rick  Kulis,  is  likely  to  cost  less  than  $4 
million — a  far  cry  from  the  $40  million  it 
cost  to  stage  the  1991  Evander  Holy- 
field-George  Foreman  heavyweight  fight 
or  even  the  $6  million  it  took  to  put 
super-lightweight  Julio  Cesar  Chavez 
and  Hector  (Macho)  Camacho  together 
in  a  title  fight  on  Sept.  12.  To  get  his 
money  back,  Kulis  says,  he  needs  some 
190,000  homes  to  pay  the  $24.95  fee. 
That's  roughly  17'  of  the  22  million 
homes  in  which  pay-per-view  is  available. 

Is  anyone  going  to  sign  on?  "I'm  not 
sure  they  will,"  says  Scott  Kurnit,  presi- 
dent of  Showtime  Event  TV,  which 


MARTINA  AND  JIMMY'S 
CORPORATE  CHEERING  SECTION 


Company 

Investment 

CAESARS  PALACE 

The  hotel-casino  is  staging  the  exhibition  in  its 
1 4, 1 98-seat  outdoor  stadium.  Rights  fees 
and  promotional  costs:  about  $500,000 

SEMAPHORE 


Semaphore,  a  joint  venture  between 
Bertelsmann  Music  Group  and  Thursday 
Night  Concerts,  is  paying  $1 .2  million  for  the 
rights  to  show  the  match  on  pay-per-view. 
Bertelsmann  wants  to  use  the  telecast  to 
break  into  TV  entertainment 


EVENT 

ENTERTAINMENT 


CHATTEM 


The  promoter  of  the  match,  Kulis'  Event 
Entertainment,  is  putting  up  $1.5  million  for 
foreign  and  home-video  rights 

The  maker  of  health  and  beauty  aids,  headed 
by  former  junior  tennis  champion  Zon  Guerry, 
is  paying  $200,000  to  sponsor  the  match.  It 
plans  to  promote  its  Flex-all  454  pain  reliever 


turned  down  the  pay-per-view  rights.  " 
would   do   very   well   on   a  networ! 
though."  He  thinks  the  tennis  match  k 
priced  too  high.  Showtime  charged  paJ 
per-viewers  an  average  of  $26  for  la;' 
week's  Chavez-Camacho  brawl  an' 
signed  up  1  million  homes.  But  boxing 
different,  says  Kurnit,  because  yo 
couldn't  see  either  fighter  for  free. 

If  the  match  is  a  bust,  it  won't  be  f( 
lack  of  promotion.  Kulis  has  spent  moi 
than  $1  million  on  television  spots,  hi 
ting  CNN,  Turner  Broadcasting,  and  r^ 
gional  sports  events.  Kulis  concedes  th; 
he  has  lined  up  only  one  sponsor,  Cha 
tanooga-based  Chattem  Inc.,  which  pai 
$200,000  to  hawk  its  Flex-all  454  paii 
relieving  gel.  "Advertisers  like  to  kno 
how  many  people  their  message  will  1 
getting  to,"  admits  Kulis,  "and  I  can 
tell  them  that." 

HIGH  ROLLERS.  Connors  and  Navratilnv: 
despite  the  winner-take-all  hype,  w: 
each  earn  at  least  $25,000  in  appearanc 
money,  plus  generous  expense  allo\ 
ances.  Another  winner:  Ca 
sars.  The  casino,  which  ge' 
257'  of  the  gate  at  the  U.VJ 
seat  outdoor  stadium,  hi 
bought  1,000  ( 
the  top-pricer 
'  $100  seats  for  tl 
high  rollers  it 
flying  in  for  tl 
weekend.  But  Ca 
sars  could  do  bette 
frets  Caesars  World  In;^ 
Chairman  Henry  Gluck, 
the  pay-per-view  promotic 
had  started  earlier.  "V 
not  sure  this  was  market( 
as  well  as  it  could  ha\ 
been,"  says  Gluck. 

So  where  does  that  lea\ 
the  future  of  pay-per-vie 
TV?  Alive,  if  not  exactly  we 
Last  June's  fight  between  H 
lyfield  and  a  badly  fade 
Larry  Holmes  was  a  big  di 
appointment.  Showtime  is  se 
ing  better  results  with  tl 
khC  college  foocball  games 
sells  in  some  regions.  Th( 
again,  the  price  is  only  $8.9 
After  experimenting  with  co 
certs,  Broadway  shows,  ar 
even  an  opera,  pay-per-vie 
promoters  are  beginning 
learn  that  the  public  will  p£ 
big  bucks  only  for  a  tru 
blockbuster  event.  A  week  b 


fore  Jimmy  and  Martina  tal 
the  court,  there's  little  si^ 
that  their  showdown  meri 
that  description. 

Bi/  Ronald  Grover  in  L 
Angeles,  with  Keith  G.  Felci 
in  New  York 
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Nothing 

we  can 
can  kill 


-  Bobby  Winston,  Producer,  San  Francisco  Shakespeare  Festival 


'In  a  heavy  fund-raising  period, 
we've  run  our  LaserJet  24  hours  a 
day  for  days  at  a  time.  It  just  will 
not  die,"  says  producer  Bobby 
Winston.  "It's  truly  a  phenomenal 
piece  of  engineering." 

For  years,  experts  have  apjjlauded 
LaserJet  performance.  In  1991 
alone,  HP  LaserJet  printers  won 
Printer  of  the  }^arfrom  Byte 
and  InfoWorld;  Product  of  the 
y^ar  from  Datamation  and  Byte; 
Most  Valuable  Product  from  PC 
Computing;  World  Class  and  Best 


Buy  from  PC  World;  and  Readers' 
Choice  from  Publish. 

All  five  models  have  received 
many  accolades,  from  the  4  ppm 
personal  LaserJet  IIP  to  the  17  ppm 
LaserJetlllSi.  With  HP  you  can  get 
genuine  PCL5  printer  language, 
with  scalable  typefaces.  And  HP's 
exclusive  Resolution  Enhance- 
ment technology,  for  im|)roved 
print  quality. 
Prices  range 

from  $1,249  >^ 
to  $5,495.* 


To  hear  what  other  customers 
have  to  say  about  HP  LaserJet 
printers,  c^ll  1-800-752-0900, 
Ext.  2988  for  a  free  video.  You'll 
see  why  the  LaserJet  is  a  hard 
act  to  folk^w. 

HP  LaserJet  Printers. 


HEWLETT 
HM  PACKARD 


"Suggested  U.S.  list  prices, 

©1992  Hewlett-Packard  Company  PE12251 


Philips  Presents  The  Imagination  Machine 


There  are  a  lot  of  CD  players  that  deliver  great  sound.  But  only  one  that 
transforms  your  television  from  something  you  look  at  and  listen  to  into  something 
you  actually  experience. 

It's  called  the  Imagination  Machine™  It  comes  from  Philips,  the  inventors  of  CD 
technology  And  it's  the  world's  first  CD  -  Interactive  Player 


6u  Can  Hold  Some  Of  The  World's 


xDeriences  In  The  Palm  Of  Your  Hand. 


As  a  CD  audio  player;  the  Philips  Imagination  Machine  delivers  stunning 
musical  reproduction. 

And,  when  the  simple  connection  is  made  to  your  television,  the  door 
is  opened  to  the  exciting  world  of  entertainment  and  education. 

n  the  same  way  that  compact  discs  capture  music,  the 
wide  variety  of  CD- Interactive  titles  have  captured  some  of  the 
world's  truly  amazing  experiences  and  put  them  on  standard 
5-inch  discs  called  CD-I's. 

Major  publishers  already  involved  in  the 
production  of  CD-I  titles  include:  Time-Life,  The 
Smithsonian  Institution,  ABC  Sports  Presents  and  Mercui^y  Records.  And,  with  the 
new  Photo  CD  technology  available  through  selected  retailers  offering  KODALUX 
Processing  Services,  you  can  create  your  own  CD  family  photo  albums. 

To  see  and  hear  CD-Interactive  in  action,  call  1-800-532-6363  to  arrange  for 
a  demonstration  near  you.  Just  five  minutes  with  the  Imagination  Machine  and  you'll 
discover  it's  more  than  a  CD  player  It's  an  expenence! 

••^v^*  I 

z 

^     \    \  <•  Mirj  til 

l_        _»  .' 

7ee  off  in  a  televised  golf  tournament  Compose  a  minuet  with  Mozait  Let  your  kids  explore 
Richard  Scarry's  Neighborhood.  Take  your  family  on  a  private  tour  of  the  Smithsonian.  And  much  more. 
The  Imagination  Machine  and  a  wide  variety  of  CD-I  titles  lets  you  do  it  all  from  your  living  room. 


Another  First  From  Philips 


PHILIPS 
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RANK  mS  ITS 

PRI¥iLEGES 

But  they're  not  what  they  used 
to  be.  As  big  businesses  grow 
leaner  and  meaner,  the  perks 
they  offer  their  executives  are 
changing.  These  days,  a  new 
vice-president  is  as  likely  to  get 
a  car  phone  as  a  country-club 
membership.  A  new  study 
shows  how  the  perks  menu 
changed  from  1987  to  1991 

Benefit  Percent  of  companies 
 1987  1991 

Company  plane     21%  17% 


Car  phone 


14  30 


Reserved  parking  54  44 


Dining  club 


41  28 


Country  club        42  35 

DAW:  HAY/HUGcm  scmfiis  moni 


CONTINENTAL  DRAWS 
MORE  SUITORS 


►  Continental  Airlines  is  at- 
tracting even  more  attention. 
On  Sept.  16,  Germany's 
Lufthansa  and  Los  Angeles 
investor  Marvin  Davis  jointly 
subtnitted  a  $400  million  bid 
for  the  carrier.  It's  the  fourth 
offer  for  Continental,  and  it 
exactly  matches  what  had 
been  the  front-running  pro- 
posal: one  from  Air  Canada 
and  Texas  investors  Air  Part- 
ners (page  55). 

Like  British  Airways  and 
KLM,  Lufthansa  wants  a  U.  S. 
carrier  to  feed  passengers 
into  its  transatlantic  routes. 
And  Davis,  who  would  own 
51'.!  of  the  airline,  believes  a 
strong  international  partner  is 
just  what  Continental  needs. 
The  two  bidders  say  they'll 
make  a  more  forma!  offer  af- 
ter looking  at  Continental's 
books. 


THE  FDIC  HIKES  ITS 
PREMIUMS— A  TAD 


►  Bowing  to  pressure  from 
banks  and  the  White  House, 
the  Federal  Deposit  Insurance 
Corp.  cut  in  half  a  proposed 


rise  in  the  insurance  premi- 
ums banks  pay  on  their  depos- 
its. Under  the  plan  adopted 
Sept.  15,  banks  will  pay  an 
average  10'a  more  in  premi- 
ums, down  from  a  proposed 
227",  to  shore  up  the  deposit- 
insurance  fund,  depleted  by 
hundreds  of  bank  failures. 

FDIC  directors  exempted 
roughly  three-fourths  of  U.  S. 
banks  from  the  increase.  The 
healthiest  won't  face  any  in- 
crease, while  ailing  institu- 
tions' premiums  will  rise  to 
'.ll<t  per  every  $100  in  deposits 
they  hold,  up  from  23(t.  Con- 
gressional Democrats  are 
worried  that  the  exemption 
will  hamper  the  FDIC's  ability 
to  repay  the  $70  billion  loan  to 
the  fund  that  lawmakers  ap- 
proved last  year. 


CPA:  MAKE  THAT  A 
HALF-ORDER  OF  WINGS 


►  GPA  Group,  the  Irish  air- 
craft-leasing outfit,  is  still 
suffering  from  the  failure  of 
its  $1  billion  share  offering 
last  June.  On  Sept.  10,  CP.v 
announced  that  it  had  ar- 
ranged with  its  suppliers  to 
cut  its  airplane-purchase 
agreements  in  half.  The  bot- 
tom line:  (;p.\  is  now  on  the 
hook  to  buy  about  $7  billion 
worth  of  planes  by  the  year 
2000,  down  from  '$12  billion 
before  the  new  agreement. 

The  deal  with  the  plane 
makers  also  frees  up  GVA  cap- 
ital by  reducing  the  amount 
of  money  GF.A  must  deposit 


'THIS  IS  THE  CAPTAIN.  PUT  DOWN  THAT  PASTRY' 


As  the  summer's  fare  wars  fade 
into  history,  flight  attendants 
are  swapping  tales  of  the  tire- 
some traveler.  There  was  the 
passenger  who  wanted  to  open  a 
window.  Another  tried  to  pay 
for  an  in-flight  beer  with  food 
stamps.  But  the  adventures  of 
United  Airlines  flight  121  from 
Chicago  to  San  Francisco  on 
Sept.  10  may  top  them  all. 

Just  before  departure,  six 
beer-sodden  young  people  boarded.  They  spent  the  first  hoi 
of  the  flight  shouting  to  each  other,  pestering  women,  an 
blocking  the  movie  screen.  When  dinner  arrived,  they  bega 
hurling  cream  puffs  at  each  other,  splattering  innocent  bysi 
ters.  The  pilot  had  to  intervene  to  prevent  a  posse  of  fed-u 
passengers  from  administering  frontier  justice  to  the  rowd 
group.  Police  met  the  flight  when  it  landed  in  San  Francisci 
Sighed  a  weary  flight  attendant  to  an  exiting  passenger:  ' 
sure  am  glad  this  sale  is  over." 


for  each  plane  it  contracts  to 
buy.  In  some  cases,  the  due 
date  for  the  deposit  has  also 
been  moved  back.  The  easier 
terms  free  up  about  $650  mil- 
lion in  much-needed  additional 
funds  for  CPA,  which  has  been 
scrambling  for  new  sources 
of  cash  ever  since  it  pulled  its 
share  offering  off  the  market. 


NOW,  A  PEEWEE 
POLAROID  CAMERA 


►  It's  new.  It's  small.  It's  in- 
stant. And  it's  Polaroid's  lat- 
est attempt  to  reverse  the 
long  downward  trend  in  the 
instant-camera  market.  Code- 
named  Joshua,   the  camera 


Rft  DEVI'S. 


lets  you  take  instant  picture 
without  having  to  handle  tl 
prints:  Instead  of  spitting  oi 
of  the  camera,  prints  roll  int 
a  storage  compartmen 
where  they  can  be  viewe 
through  a  plastic  windov 
Joshua's  compact  size  makt 
it  handier  than  its  clunky  pr 
deces.'^ors,  but  at  a  price:  Tl 
2'/8-by-2%-inch  prints  ar 
much  smaller  than  standai 
Polaroid  photos.  Joshua  wi 
initially  be  available  in  Ei 
rope.  The  U.S.  rollout  wnn 
come  until  next  summer. 


ORACLE'S  FUTURE  WILL 
INCLUDE  ABRAHAMSOl 


►  Former  Strategic  Defen:- 
Initiative  Director  Jann 
Abrahamson  has  left  a  t( 
spot  at  Hughes  Aircral't  ( 
serve  as  co-chairman  of  Or 
cle  Systems,  the  data-lia> 
software  giant.  He  joins  ci- 
Lawrence  Ellison  in  a  ne 
"office  of  the  chairman." 

Abrahamson,  a  former  A 
Force  general,  was  tapped  fi 
his  expertise  in  heading  i 
complex  programs,  an  Orac 
board  member  says.  Two  e 
amples:  NASA's  space  shutt 
and  the  Air  Force's  F-16  figh 
er.  Although  it's  on  the  nn'ii' 
Oracle  has  suffered  seri<n 
lapses  in  management  in  ll 
recent  past. 
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Commitment. 

To  the  best  customer  service. 

Commitment. 

To  the  highest  standards  of  quality. 

Commitment. 

To  the  9751  Business  Communications  System, 


Commitments  are  important.  Living  up 
to  them  is  even  more  important.  And  our 
customers  are  telling  us  we're  doing  just 
that.  According  to  Dataquest,  you  rated  us 
the  highest  in  customer  satisfaction  for 
PBX's  for  the  last  half  of  1 991 .  Thank  you. 

We  promised  we  wouldn't  rest  on 
our  laurels.  And  you  told  us  we're  not,  by 
giving  us  the  top  rating  again  for  the  first 
half  of  1992. 

But  our  commitment  extends  to  more 
than  just  outstanding  customer  service.  It 
also  extends  to  our  9751  Business 
Communications  System.  Siemens  is  com- 
mitted to  protecting  your  investment  in  the 


9751 .  Offering  the  best  applications  and 
call  center  solutions  in  the  market,  it's  our 
strategic  platform  for  the  next  generation 
of  technology.  And  then  there's  the  HCM 
200.  With  key  system  features  and  PBX 
functionality,  it's  an  integral  part  of  our 
strategy. 

We're  committed  to  increasing  your 
productivity,  your  revenues,  and  the  service 
you  provide  to  your  customers. 

We  know  the  more  we  can  do  for  you, 
the  more  you'll  stay  our  customers. 

Call  us  today  at 

1  (800)  624-8999, 

Ext.235. 

A  Siemens  Company 


ftg.  A 
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Day  Runner  personal 
organizers  are  the 
one  place  more  peo- 
ple turn  to  for  help 
with  their  overloaded 
brain-offering  a 
choice  of  over  80 
combinations  of  ma- 
terials, sizes,  and 
styles  of  covers.  and 
over  70  different 
types  of  refills.  some- 
thing worth  remem- 
bering when  you're 
ready  to  get  your  life 

IN  ORDER. 


(Dav  Runner.) 


This  is 

Kvhcre  thi\ie  of 

lueniory  u 
pretty  much  jhot 
write  jtiiff  \hnr/7  jo 
ii't'  come  off  look- 
iiiij  hrdliant. 


PERSONAL  ORGAN  IZERS 


,1/  office  pmhu  I.  Ai'.iiimciil,  ,iiu)  .<pecuilly  Mon.'.  KOO  CanuAi.  HOO  (ih,S-i''Tr  OlWi'.  Aiy  Kiniiur.  Inc. 
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fEtting  business  aboard 
he  clinton  bandwagon 


)ver  the  past  six  years,  Hewlett-Packard  Chief  Execu- 
tive John  A.  Younf?  has  given  $15,500  to  congression- 
al candidates,  almost  all  to  Republicans.  In  the  mid- 
iOs,  he  headed  President  Reagan's  Commission  on 
npetitiveness.  So  you'd  expect  to  find  him  pulling  for 
arge  Bush.  Instead,  Young  has  just  joined  the  grcjvving 
ve  of  corporate  leaders  defecting  to  Bill  Clinton, 
^ost  boardrooms  are  still  Bush  country.  But  what  was 
ewarm  business  support  for  the  President  in  inan>-  cases  is 
ning  into  open  backing  for  his  chal- 
ger.  Clinton  may  muster  mor-e  Ixisi- 
;s  endorsements  than  any  Demo- 
t  since  Lyndon  B.  .Johnson  in  1964. 
a  Sept.  15  trip  to  San  Jose,  Calif., 
Arkansas  governor  won  the  back- 
of  20  top  Silicon  Valley  executives, 
lading  Young,  Apple  Computer  Inc. 
airman  John  Sculley,  and  Tandem 
Tiputers  Inc.  CEO  James  G.  Ti-ey- 
.  More  announcements  could  come 
Sept.  21,  when  Clinton  plans  to 
et  with  a  group  of  business  backers 
m  around  the  country  in  Chicago. 
•H-TECH  TARGET.  Why  the  defections? 
■  one.  executives  are  disenchanted 
iv  four  years  of  economic  stagna- 
1.  They  are  distressed  by  Bush's  failure  to  focus  on  imi)rov- 
U.  S.  competitiveness.  And  many  were  tm-ned  off  by  the 
^  convention's  fix  on  "family  values"  and  a  right-wing  agen- 
"There  was  a  strategy  to  distract  us  fi'om  the  real  issues," 
s  Clinton  convert  Edward  R.  McCracken,  chairman  of  Sil- 
n  Graphics  Inc.,  a  lifelong  moderate  Republican, 
rhere  aren't  enough  CEOs,  of  course,  to  make  a  difference  in 
election,  and  Clinton  doesn't  need  their  money  now.  But 
es  believe  that  support  fi'om  business  leaders  allays  fears  of 
public  that  Democrats  can't  be  trusted  with  management 
:he  economy  and  helps  deflect  CA)P  charges  that  Clinton  is 
t  another  tax-and-spend  Democrat.  The  more  times  Clinton 


HEWLETT-PACKARD  CEO  JOHN  YOUNG 


aides  can  get  traditionally  conservative  executives  to  jump  to 
their  candidate,  the  more  acceptable  it  becomes  for  other  ex- 
ecutives to  bi-eak  ranks.  That's  why  the  Little  Rockei's  hope  to 
stage  more  San  Jose-type  events— especially  in  such  places  as 
Michigan,  Ohio,  Georgia,  and  North  Carolina,  where  the  race 
is  close.  Business  rallies  have  already  taken  place  in  Boston 
and  New  Jersey,  wher-e  Kings  Super  Markets  Inc.  founder  Al- 
len Bildner,  a  major  OOP  contributor,  endorsed  Clinton. 
To  win  corporate  support,  the  Little  Rockers  have  set  up  a 
three-tiered  network  of  business  re- 
cruiters pitching  to  major  corporations, 
midsize  companies,  and  small,  entre- 
preneurial outfits.  Investment  manager 
anfl  Clinton  organizer  Jonathan  M.  Sil- 
ver says  the  campaign  has  so  far 
signed  up  more  than  200  top  execs 
from  "fast -growing,  21st  century,  high- 
tech kinds  of  companies." 

The  Silicon  Valley  effort  has  suc- 
ceeded, in  part,  thanks  to  California's 
shell-shocked  economy  and  the  failure 
of  the  GOP  Establishment  to  back  high- 
tech favorite  Tom  Campbell  in  his  un- 
successful bid  for  a  (;oP  Senate  nomina- 
tion. Clinton  running  mate  Al  Gore,  a 
promoter  of  policies  to  foster  high-tech 


industries,  is  also  a  big  plus.  And  Lawrence  J.  Ellison,  presi- 
dent of  Oracle  Systems  Corp.,  says  he's  backing  Clinton  be- 
cause the  Administration  doesn't  intervene  to  protect  U.  S. 
companies  from  unfair  foreign  competition. 

CHnton  organizer  Kenneth  D.  Brody,  a  limited  partner  in 
Goldman,  Sachs  &  Co,  says  the  economy  is  his  man's  best  re- 
cruiter. But  something  else  is  at  work.  Once,  even  execu- 
tives who  were  Democrats  didn't  always  admit  it,  let  alone  Re 
pulilicans  who  supported  a  Democrat.  But  this  year's  different: 
"The  [)olls  make  people  think  they  may  have  a  winner." 

Bi/  Russvll  Mitchell  in  S(ni  Francisco  (Did  .Judith  H. 
Dobi::i/nski  i)i  Neic  Yo)-k 


PITALWRAPUPI 


lADE 


Totally  false,"  U.S.  Ti-ade  Repre- 
sentative Carla  A.  Hills  snaps  at 
iggestions  that  the  White  House  de- 
ared  premature  victory  in  North 
merican  free-trade  talks  to  announce 
deal  in  time  for  August's  Repul^li- 
m  Convention.  Hills  blames  the 
onth-long  delay  in  unveiling  a  final 
srsion  of  the  U.  S. -Canada-Mexico 
ee-trade  agreement  on  the  need  for 
wyers  to  "scnib"  the  text  for  technical 
Tors  and  translation  problems. 
But  it  turns  out  that  well  into  Sep- 
smber,  negotiators  for  the  three  na- 
ons  were  still  meeting  in  Washing- 
m  to  resolve  substantive  differences. 


Even  after  the  deal  was  announced. 
Mexico  was  trying  to  win  the  right  to 
exclude  imports  of  any  cars  that  don't 
meet  the  agreement's  standard  of 
62.5%  North  American  content.  But 
Ottawa  and  Washington  insisted— suc- 
cessfully—that  Mexico  could  impose  a 
tariff  on  such  cars  yet  not  block  them. 
And  i)argainers  for  the  U.  S.  and  Can- 
ada were  still  at  work  on  a  side  agi-ee- 
ment  to  end  a  dispute  over  the  duty- 
free status  of  Honda  Civics  built  in 
Ontario.  Ottawa  is  challenging  last 
March's  U.  S.  Customs  Service  ruling 
that  levies  a  $17  million  tariff  against 
Canadian-made  Hondas  containing  too 
many  Japanese  parts  to  qualify  as 
made  in  North  America. 


CAMPAIGNS 


For  years,  voters  have  said  they  hate 
negative  campaigns  but  then  have 
gone  on  to  elect  champion  mudslingers. 
This  year,  voters  may  be  making  their 
distaste  count.  The  apparent  winner 
of  the  Sept.  15  New  York  Democratic 
Senate  primary,  Robert  Abrams, 
stayed  somewhat  above  the  fray  while 
former  Representatives  Geraldine  Fer- 
raro  and  Elizabeth  Holtzman  tore  each 
other  to  shreds.  A  week  earlier,  Wis- 
consin Democrats  nominated  dark 
horse  Russell  D.  Feingold  to  challenge 
GOP  Senator  Bob  Kasten  after  two  bet- 
ter-known Democrats  damaged  each 
other  in  a  mudfest. 


IINGTON  OUTLOOK 
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m^hc  Lold  war  is  over  and  a  new  world 
beckons  SidTstantial  ly  reduced  military 
reqLiirements  are  yielding  a  peace  dividend  that 
can  certainlv  lie  used  to  more  productive  ends. 
I'reviouslv  closed  markets  have  been  flung  wide 
open  And  a  developing  domestic  econ(.)my  looks 


(oru'ard  to  a  more  promising  future  p 
At  The  C~IT  GroLip,  we're  ready  to  hjjf 
good  companies  make  the  investments  they  ntc 
to  capitalize  on  these  developments.  In  fact,  i' 
year  we'll  make  $4  billion  available  to  Amen 
enterprises,  many  of  whfjm  are  restrLicturm^ 


the  competitive  challenges  of  new  markets, 
\s  America's  most  experienced  asset-based 
er,   The   CIT  Croup   will   help  these 
Dames  tap  into  the  value  of  their  assets  to 

the  funds  they  need  to  achieve  their 
less  objectives. 


To  find  out  how  The  CIT  Croup  can  help 
you,  call  1-800-545-5440. 


america's 
Most  Experienced 
Asset-  Based 
Lender 


Tlie  new  TlTravelMate™  4000 


Now  you  can  step  up  . 
,  .flKiROSonr-  to  486  power  with  inte-  ,  '^ 
•  Sg^:  grated /Windows™  3.1  | 
and  DOS*  5.0.  Introducing  the  Tl;'| 
TravelMate  4000  notebook  computets 
—  ready  for  today V  appticfapons  and  ^ 
those  of  tomorrow.  ; 

Choose  from  three  vmodels  fai^ 
meet  your  needs.  They  all  feature 
enhanced  tO"  diagonal  VGA  disisfay,' 
plenty  of  memory  and  storage,  and 
four  to  five  hours  of  typical  battery  life. 
Plus  the  new  TM40(^  notebooks  mea-  j 


TM4O0OWinSX^/l6 

486SX  Pre-insiaUed 

4N<Ek8MB  RAM  f  Windows  3.1  and  DOS  5.0 

80MB  IfOD        'TravelPoint™  pointing  device 

.  ■        TM4000WinSX/25  ,  1,''  '\V: 

486SX  25MHz       Pre-installed  i 
4MB-2Q5^fe  RAl*  Windows  3.1  and  DOS  5.0 
izOMBftbb  tavelPointpointiBgdeyice 


>^'Y-^-VM4000WinDX~/25 

486DX  25MHt  Preinsttlled 
4MB-20MB  RAM  Windows  3.1  and  DOS  5.0 
120MB  HDD       TravelPoint  pointing  device 


•Twice  the  performance  of  a  25MHi  386SL  processor. 


sure  only  8.5  x  11  x  1.8"  and  weigh  in  at 
under  5.6  lbs.  (including  battery).  All 
tf\is>t  surprisingly  affordable  price 
and  with  ample  performance  to  take: 
you  weU  into  Ae  ^ture. 

For  more  information  and  the 
name  of  a  dealer  near  you,  call 
1-800-527-3500 


^  Texas 
Instruments 


TraveJMaie.  TiavdPbint.  WinSX  and  WinDX  are  nademaik.  of  Ten.  Insmimeno 

accmdanad^ofMicnMoftCoipoiation. 

©1992  TI 76564 


Incocpon«d.DOSis.«gi««i.«fcm.,k.««lWindo««Kl.heMicn»oftW 


nternational  Business 


lADAI 


{«t  CANADA 

IHOOTS  FOR  THE  STARS 


lying  Continental  and  merging  with  Canadian  Airlines  could  revive  the  company  and  send  it  soaring 


■  at  or  be  eaten:  That's 

■  the  law  of  the  jungle, 

■  hut  it's  the  law  that 
3s  the  skies  these  days, 
.  And  it  goes  a  long 
y  toward  explaining  the 
ent  moves  of  Air  Cana- 

Until  recently,  the  Ca- 
lian  flag  carrier  was  on 
endangered  list. 
;ked  in  a  financially  dev- 
ating  battle  for  market 
re  at  home  with  Canadi- 

Airlines  International 
I  hobbled  by  a  small  do- 
3tic  market,  it  was  des- 
id  to  become  a  subsid- 
carrier  to  one  of  the 
3.  giants,  experts  said. 
5ut  that  dire  forecast 
Id  get  turned  on  its 
,d.  Against  all  odds,  Air 
lada,  which  last  year 
ked  a  lowly  21st  among 

world's  airlines,  is  sud- 
ily  vying  to  join  the  ranks  of  the 
rld's  biggest  carriers.  On  Sept.  9,  af- 

months  of  resisting,  archrival  Cana- 
ti  finally  threw  in  the  towel  and 
•eed  to  merge  with  Air  Canada.  That 
I  give  Air  Canada  a  hammerlock  on 
home  market. 

VIABLE  ROUTE.'  Air  Canada  is  also  a 
;ling  bidder  for  Continental  Airlines 
.  But  it  faces  a  powerful  new  rival. 

Sept.  16  a  partnership  of  German 
nt  Lufthansa  and  investor  Marvin 
vis  matched  Air  Canada's  offer, 
ich  could  spark  a  bidding  war.  If  Air 
lada's  bid  prevails,  it  would  become 

kingpin  in  the  world's  fifth-biggest 
ine  group  (table),  just  behind  the  pro- 
ed  alliance  of  British  Airways/USAir 
1  KLM/Northwest. 

iir  Canada,  privatized  in  the  late 
Os,  is  gambling  that  it  can  build  a 
nt  from  a  foundation  of  three  weak 
riers.  It's  an  audacious  strategy.  The 
)  Canadian  carriers  are  hugely  un- 
fitable,  and  Continental  has  been  in 
ikruptcy  since  1990.  The  goal,  says 
ef  Executive  Mollis  L.  Harris,  who 
.  Continental  for  a  year  before  joining 


Air  Canada,  is  to  "ensure  that  Canada 
[as  a  nation]  plays  a  leadership  role  in 
the  rapidly  changing  airline  industry." 

Easier  said  than  done.  But  if  Air  Can- 
ada can  pull  off  both  the  merger  and  the 
Continental  deal,  the 
trio  of  airlines  would 
have  some  major  ad- 
vantages. They 
"would  have  one  of 
the  most  enviable 
route  systems  of  any 
airline  in  the  world." 
says  Greg  Kaldahl, 
marketing  director  at 
Avitas  Inc.  It  would 
be  a  powerhouse  in 
North  America,  the 
world's  largest  airline 
market.  Continental 
is  expected  to  emerge 
from  bankruptcy  as 
one  of  the  lowest-cost 
carriers  in  the  hyper- 
competitive  U.  S. 
market.  And  under 
an  "Open  Skies"  pact 
between  the  U.  S.  and 
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JOINING  THE 
RANKS  OF  GLOBAL 
MEGACARRIERS 


1991  revenue  passenger  miles 

B 

llions  of  miles 

AMERICAN 

82.33 

UNITED 

82.29 

BRITISH  AIRWAYS/ 

USAIR* 

73.66 

NORTHWEST/KLM* 

71.04 

AIR  CANADA/CANADIAN/ 

CONTINENTAL* 

68.71 

DELTA 

67.34 

*Proposed  alliances 
Nole:  Ranking  excludes  Aeroflot 
DATA  AVITAS  INC 


Canada  expected  to  be  reached  by  year- 
end,  the  merged  Canadian  carriers 
would  get  a  crucial  jump  in  opening  new 
routes  between  the  two  nations. 

Air  Canada  would  also  be  positioned 
as  a  major  world  car- 
rier. Until  now,  it  has 
been  all  but  shut  out 
of  the  fast-growing 
Pacific  market.  But 
the  addition  of  Cana- 
dian's and  Continen- 
tal's Pacific  routes, 
plus  Continental's  Air 
Micronesia,  would 
give  it  "tremendous 
service  to  the  Pacif- 
ic," says  Kaldahl.  All 
three  carriers  now 
serve  Europe.  To  bol- 
ster this  presence. 
Air  Canada  is  talking 
with  major  European 
carriers  about  an  alli- 
ance that  could  in- 
clude an  equity  inter- 
est in  Air  Canada. 
Continental's  board 
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is  expected  to  select  a  bid  within  weeks. 
Most  observers  say  that  of  the  four  bids 
submitted  so  far,  those  of  Air  Canada 
and  Lufthansa  are  clearly  superior.  Of 
the  $400  million  that  Air  Canada  and  its 
partners,  Texas  investors  Air  Partners 
L.  P.,  are  offering,  $100  million  is  equity. 
Lufthansa's  offer  is  identical.  Those  bids 
compare  with  $25  million  of  equity  in  the 
$850  million  bid  by  Houston  investor 
Charles  Hurwitz,  and  $00  million  of  the 
$385  million  bid  by  Houston  entrepre- 
neur Alfredo  Brener.  To  prevail.  Air 
Canada  may  have  to  increase  its  bid. 
TICKLISH  MATTERS.  Assuming  Continen- 
tal's boai'd  and  the  bankruptcy  court  ap- 
prove Air  Canada's  offer,  the  new  alli- 
ance would  have  to  struggle  to  reach 
cruising  altitude.  British  Airways  PLC's 
bid  for  MSAir  Inc.  "is  an  expansion  from 


strength,"  observes  Standard  &  Poor's 
Corp.  analyst  Philip  Baggaley,  while  Air 
Canada  is  expanding  "from  a  position  of 
weakness." 

Air  Canada  and  Canadian  lost  a  com- 
bined $3L5  million  on  revenues  of  $5.3 
billion  last  year  and  dropped  another 
$333  million  in  the  fii-st  half.  "Horrific  is 
a  kind  description  of  their  balance 
sheets,"  says  Steven  Garmaise,  an  ana- 
lyst at  First  Marathon  Securities  Ltd.  in 
'Toronto.  Air  Canada  figures  the  merged 
airline  would  have  debt  of  $5.4  billion 
and  equity  of  less  than  $600  million. 

Harris  concedes  the  merged  carrier 
won't  make  money  until  1994.  And  Air 
Canada  would  be  in  no  position  to  pump 
cash  into  Continental.  Instead,  it  would 
have  to  exploit  such  synergies  as  com- 
bining routes  and  purchasing.  But  U.  S. 


restrictions  on  foreign  ownership  wou 
prevent  Air  Canada  from  merging  tl 
carriers,  or  even  dictating  Continental 
strategy.  At  least  initially,  Air  Canac 
would  be  limited  to  a  247"  voting  stak 

Other  ticklish  problems  loom,  too.  Er 
ployees  at  both  Canadian  airlines  a 
unionized,  but  Continental's  pilots  as 
not.  And  Air  Canada,  which  will  ow 
60%'  of  a  combined  Canadian  carrier 
the  merger  wins  approval,  will  be  hai 
pered  by  its  political  concession  to  Can 
dian  to  maintain  both  brand  names  ai 
two  operating  headquarters. 

Air  Canada's  shot  at  the  big  time  mi 
fall  short.  But  as  Harris  sees  it,  the  on 
alternative  was  to  become  a  bit  playt 
on  the  world  stage.  To  Harris,  that  ju; 
wasn't  acceptable. 

Bi/  William  Symonds  in  Toion 


BRAZIL  I 


WHAT'S  BRAZIL  WITHOUT  COLIOR? 
MAYBE  NOT  MUCH  DIFFERENT 


The  President's  likely  ouster  is  unlikely  to  halt  modernization 


Bi 


Its 


razil's  hottest  TV  soap 
is  titled  God  Help  Us. 
In  the  opening  cred- 
the  rich  and  powerful 
dance  at  a  party,  unaware  of 
a  tide  of  mud  rising  around 
them.  Mud,  that  metaphor 
for  corruption,  has  also  en- 
gulfed President  Fernando 
Collor  de  Mello  as  mounting 
evidence  reveals  a  vast  in- 
fluence-peddling scheme  al- 
legedly set  up  by  his  former 
campaign  manager.  By  early 
October,  Brazil's  Chamber 
of  Deputies  is  expected  to 
recommend  that  the  Senate 
start  impeachment  proceed- 
ings against  the  43-year-old 
President. 

While  most  observers 
have  been  clucking  over  the  discovery  of 
yet  another  Latin  American  leader's 
abuse  of  office,  they're  missing  an  im- 
portant point.  If  Brazil's  Congress  de- 
poses Collor  by  constitutional  means,  it 
will  set  an  important  example  for  the 
rest  of  Latin  America,  long  afflicted  by 
arbitrary  misrule  and  military  coups. 
"It's  refreshing  to  see  that  our  demo- 
cratic institutions  seem  to  be  working," 
says  Robert  Max  Mangels,  president  of 
specialty  steelmaker  Mangels  Industrial 
in  Sao  Paulo.  Just  as  remarkable  is  how 
sturdily  Brazil's  $400  billion  economy  is 
holding  up.  The  stock  market,  which 
plunged  when  the  political  furor  erupt- 


FRANCO:  GAINING  SUPPORT  IN  THE  BUSINESS  COMMUNITY 


ed,   has  regained  30'a   of  its  losses. 

Collor's  ouster,  of  course,  would  raise 
some  major  imponderables.  His  constitu- 
tional successor — as  interim  President 
during  an  impeachment  trial,  or  as  per- 
manent replacement — is  Vice-President 
Itamar  Franco,  61,  who  doesn't  share 
Collor's  enthusiasm  for  free-market  re- 
form. His  nationalism  and  distrust  of 
privatization  reflect  the  protectionist, 
statist  outlook  of  industrial  constituents 
in  his  home  state  of  Minas  Gerais. 

Nevertheless,  Brazil's  business  com- 
munity, which  generally  supported  Col- 
lor's policies,  is  now  rallying  around 
Franco.  The  reason:  The  sooner  Collor 


steps  down,  the  sooner  they  can  gi 
back  to  business.  They  worry  that  coi 
tinned  political  uncertainty  is  holdin 
back  business  decisions  and  could  aggr; 
vate  inflation.  They  also  know  that  Coi 
gress  will  be  unwilling  to  act  on  erne 
gency  fiscal  reforms — to  comply  wit 
Brazil's  recent  foreign  debt  accord — ui 
til  Collor  is  out  of  the  picture. 

Modernization  must  coi 
tinue,  insists  Carlos  Moreii 
Ferreira,  president-elect  c 
the  powerful  Sao  Paulo  Fe( 
eration  of  Industries  (FIESF 
even  though  members  hav 
felt  its  pain.  "If  Collor  is  in 
peached,  the  market-openin 
process  will  slow  down,  bi 
we  won't  jump  off  th 
track,"  he  says.  Many  indu; 
tries  have  been  slashin 
payrolls  and  tightening  oj 
erations  to  get  into  compet 
tive  trim.  "Now,  we  ar 
well-positioned  to  benef; 
from  further  opening,"  say 
Mangels. 

vox  POPULi.  Officials  i 
charge  of  privatization  als 
plan  to  keep  up  the  momei, 
tum  by  putting  the  Nations 
Steel  Corp.,  Latin  America's  biggest,  u 
for  sale  ahead  of  schedule  in  Decembei 
for  more  than  $1  billion.  "Many  peopl 
who  objected  to  privatizations  a  yea 
ago  have  changed  their  tune,"  says  a 
official,  "and  we'd  like  to  believe  th 
Vice-President  has,  too." 

If  Franco  becomes  President,  he  wi 
be  faced  with  growing  national  suppoi 
for  modernization  as  well  as  a  commi' 
ment  to  democracy.  Franco  "will  have  t 
listen  to  Congress  and  to  society,"  say 
FIESF's  Moreira  Ferreira.  Collor  may  b' 
out  soon,  but  reform,  it  seems,  has  tal- 
en  on  a  life  of  its  own. 

By  Geri  Smith  in  Rio  de  Janeir 
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Another  case  for  USF&G: 
Spokane,  WA.  May,  1992 


A  small  business  learned  that  it  was  being  sued  in  a 


product  liability  case  and  filed  a  claim  with  USF&G.  The  problem  was,  they 
didn't  have  product  liability  coverage. 

Did  our  Adjuster  laugh  them  out  of  his  office?  No,  he  did  his  homework, 
and  gathered  enough  information  to  get  the  case  dismissed. 

So  time  wasn't  wasted.  Effort  wasn't  wasted.  And  if  you're  insured  by 
USF&G,  your  money  wasn't  wasted. 


USF&G 

INSURANCE 

Call  1-800-7 22-lJSFG  for  more  information. 
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'GREATER  CHINA'  COULD  BE 
THE  BIGGEST  TIGER  OF  ALL 


Mmy  people  ihou^lit  the  deal  the  liritish  cut  in  1984 
to  liand  (i\er  Hont;'  Koni;"  to  China  amounted  to  a 
death  sentence  for  the  colony.  I>ut  with  the  1997 
transfer  date  ap])roachin,^f,  Hoiik  Kouk  is  booming.  Property 
values  have  soared  ()()%  in  the  past  two  years.  "This  place  is 
goiuL!,-  to  he  like  Tokyo,"  ])redicts  .John  T.  Hung,  executive  di- 
rector of  property  and  shipping  giant  Wharf  (Holdings)  Ltd. 

The  reason  is  that  Western  executives,  hot-shot  financiers  in 
Tokyo,  and  elimic  Chinese  tycoons  from 
Southeast  Asia  are  all  scramliling  to  Hong 
Kong.  While  much  of  the  industrial  woi'h 
slogs  through  recession,  they  see  the  cit\' 
as  the  epicentt'r  of  an  eiuei'ging  lilst  cen- 
tury economic  supei'power  dulihed  "(ux'al- 
er  China."  It  would  comliine  the  capital, 
technology,  and  entrepreneurial  wizard- 
ry  of  Hong  Kong  and  Taiwan  with  the 
1.2  hillion-per.son  market,  cheap  labor,  and 
natiu'al  resoiu'ces  of  mainland  China. 

( )f  course,  hugt'  obstacles  lie  in  the 
wa.\'  of  achie\ing  the  "Chinese  century" 
thai  o\erst'as  Chim-se  ari'  euphoric  about, 
l-'olitical  ujiheaxal  on  the  mainland  an( 
repression  in  post-1997  Hong  Kong  are 
both  possible.  And  lieijing  and  Taip(.>i 
haven't  even  ln'gun  serious  reunification 
negotiations.  The  next  big  test  will  be 
the  14th  Pai't\'  Congress  in  Ileijing  in  Oc- 
tober, wheri'  I)eng  Xiaoping's  economic-reioi-ni  program  w 
at  tln'  to])  of  the  agenda. 

But  regardless  of  the  political  hurdles,  a  growing  flood  of 
cross-border  investment,  trade,  tourism,  and  ctiltiu'al  exchang- 
es are  iiinding  the  three  Chinas  togethei'.  That  has  jiotential- 
ly  hug(.'  ramificalions  for  Asia's  balance  of  power.  Already,  the 
three  have  accumulated  Slbd  billion  in  reser\'es— more  than 
Japan's  ■S7()..')  billion.  "Ci'eater  China  is  the  entity  that  could  ri- 
val .Japan."  says  Pacific  Kim  ('onsulting  (Jrouj)  Managing  Direc- 
tor ( Jeoi'ge  I!ae(k'i'. 


The  investment  flows  are  huge.  Hong  Kong  and  Taiw 
nese  entrepreneurs,'  who  already  have  pumped  more  tha 
$25  billion  into  plants  in  southern  China,  are  now  pushing  ini 
northern  population  centers  such  as  Beijing,  Shanghai,  ai" 
Tianjin.  At  the  same  time,  Chinese  state  companies  are  no 
the  biggest  foreign  investors  in  Hong  Kong.  These  flow- 
says  Harry  Harding,  an  Asia  expert  at  Washington's  Broo, 
ings  Institution,  cotild  "accelei'ate  China's  overall  rise  us 
political  power."  Even  the  recent  decisic 
liy  the  U.  S.  to  sell  $6  billion  worth 
ad\'anced  jet  fighters  to  Taiwan  isn't  e: 
pected  to  derail  the  process. 
MIXED  FEELINGS.  Among  the  world's  ec 
nomic  kingi)ins,  Japan  is  the  most  threa 
ened  by  an  emerging  Chinese  colossu 
While  Japan  is  now  the  leading  export( 
to  mainland  China,  few  Japanese  spe£ 
Chinese,  and  some  Japanese  l)usinesspe 
pie  say  Chmese  entrepreneurs  are  s 
ready  trying  to  ease  them  out  of  the  a 
tion.  "It's  as  though  we've  been  le 
completely  out  of  the  loop,"  says  one  Ja 
ane.se  investment  banker. 

Washington  has  niixed  feelings  aboi 
an  emerging  Greater  China.  While  ec 
nomic  integration  puts  pressure  on  Be 
jing  to  liberalize,  the  U.  S.  .still  worri( 
about  an  increasingly  powerful  Chir 
throwing  its  weight  around.  That  is  why  the  U.  S.  is  givir 
China's  military  and  trade  activity  such  close  attention.  Wit 
China's  stu-plus  with  the  U.  S.  passing  $15  Inllion  this  year,  t] 
Bush  Administi-ation  has  given  China  an  Oct.  10  deadline 
agree  to  opi'u  up  its  dome.stic  mai'kets  or  face  sanctions, 
bolder  China  has  threatened  to  retaliate  in  kind.  A  compromi; 
is  likely  this  time,  but  keeping  this  tiger  on  a  leash  will 
tougher. 

Bi/  Fvh  EiK/diilid  ill  HdiHj  Kmni.  irilli  Am//  Ihirnis  in  Wcis 
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GLOBAL  WRAPUPi 


EUROPE 


Renault  is  trying  to  tie  its  li.  S.  ri- 
val, Chrysler  Corp.,  in  i-ed  taj^e. 
Spiu'rt'd  by  a  complaint  from  the 
French  carmaker,  the  European  Com- 
munity says  it  will  slap  a  lOVo  penalty 
duty  on  the  Voyager  minivans  that 
Chrysler  produces  in  Craz,  Austria, 
unless  Chrysler  pays  back  more  than 
$100  million  of  Austria's  $145  million 
contribution  to  the  new  plant.  Austria 
used  the  subsidy,  which  amounts  to 
one-third  of  the  plant's  cost,  to  lure 
the  facility  away  from  such  rivals  as 
Spain  and  Portugal.  Renault  worries 
that  the  Voyagers  will  continue  huiling 
the  .sales  of  its  Espace  vehicles.  Austria 


comes  under  Ec  jurisdiction  liecause 
of  a  197."]  trade  agreement. 

RUSSIA  

Ad\'entui'ous  \-isitors  to  the  former 
Sox'iet  Union  can  now  go  on  trijjs 
they  would  never  have  gotten  from 
the  old  Intourist  state  agency.  In 
Moscow  alone,  there  are  some  200 
small,  private  travel  agencies  offering 
everything  from  white- water  rafting 
in  Siberia  to  glaciei'  skiing  in  the  ultra- 
rugged  Pamir  mountains  of  Central 
Asia.  The  most  unusual  excursion, 
from  Felix  Travel,  is  to  one  of  Stal- 
in's gulags  for  political  prisoners  on 
the  White  Sea  near  Archangel.  The 
l)rice— a  bargain  $120. 


ISRAEL 


Prime  Minister  Yitzhak  Rabin  is  con  I 
tintiing  to  reap  rewards  for  taking 
a  constructive  approach  toward  talk.-j 
with  the  Arabs.  Israeli  sources  say 
(ierman  Chancellor  Helmut  Kohl  tolc 
the  visiting  Rabin  that  Germany  woulc 
consider  kicking  in  about  $680  millior 
in  funds  to  create  jobs  for  Jewish  im- 
migrants from  the  former  Soviet  Un 
ion.  The  U.  S.  already  has  agreed  tc 
guarantee  about  $10  billion  in  loans 
over  five  years.  And  U.  S.  governmeni 
sources  say  that  the  U.  S.  may  givf 
Israel  access  to  satellite  intelligence 
early-warning  systems,  and  other  high- 
tech  gooflies. 
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INTERNATIONAL  OUTU 


LOOK  TO  THE  EUROPEAN  BANK 
THAT'S  LOOKING  LONG-TERM  IN  AMERICA. 

After  twenty  years  in  the  U.S.,  we've  grown  to  be  one 
of  the  largest  foreign  banks,  with  a  reputation  for  excellence, 
and  one  of  the  most  often  chosen  as  agent  or  co-agent. 

More  than  a  demonstration  of  our  technical  skills, 
we  believe  it  shows  our  willingness  to  build  strong  ties. 
To  us,  successful  deals  are  the  result  of  successful  partnerships. 
The  relationships  we've  formed  with  major  U.S.  corporations 
and  businesses  prove  it.  We'd  like  to  prove  it  to  you. 

THE  EUROPEAN  BANK  FOR  AMERICAN  BUSINESS 


CL 


CREDIT  LYONIMAIS 


NEW  YORK  •  CHICAGO  •  LOS  ANGELES  •  HOUSTON  •  SAN  FRANCISCO  •  ATLANTA  •  MIAMI  •  DALLAS  •  BOSTON 


e  Corporation 


STRATEGIES  I 


HOW  GILLETTE  IS 
HOHING  ITS  EDGE 


CEO  Zeien  is  busily  expanding  and  launching  new  products 


w 


hen  Colman  M.  Mockler  Jr. 
died  in  early  1991,  Gillette  Co. 
was  quick  to  reassure  every- 
body that  its  strategy  wouldn't  change 
much  under  his  successor,  22-year  Gil- 
lette veteran  Alfred  M.  Zeien.  Under- 
standably so.  In  his  15  years  as  CEO, 
Mockler  had  transformed  Boston-based 
Gillette  from  a  poorly  focused,  stodgy 
company  into  one  of  the  world's  most 
fearsome  marketers,  fending  off  four 
takeover  attempts  and  making  Gillette  a 
darling  of  Wall  Street.  Zeien,  an  engi- 
neer and  architect  by  training  who  had 
been  vice-chairman  for  a  decade,  was 
widely  seen  as  a  safe  pair  of  hands. 

Safe,  maybe.  But  hardly^arthritic.  Af- 
ter more  than  a  year  of  relative  quies- 
cence, Gillette  has  become  a  blur  of  mo- 
tion. This  summer,  it  launched  Sensor 
for  Women,  an  attempt  to  replicate  the 
success  of  the  Sensor  razor,  launched  in 
1990.  In  August,  Gillette  took  majority 
control  of  China's  biggest  razor  blade 
maker,  extending  its  reach  into  the 
world's  most  populous  country.  Then,  on 
Sept.  10,  the  company  announced  it 
would  pay  $561  million  for  Parker  Pen 
Holdings  Ltd.  Combined  with  its  own 
Paper  Mate  and  Waterman  brands,  that 
would  make  Gillette  by  far  the  world's 
largest  maker  of  writing  instruments. 
OLD  PATH.  There's  more.  On  Sept.  22, 
Zeien  is  scheduled  to  introduce  a  line  of 
men's  toiletries.  Years  in  gestation,  the 
new  line  represents  a  risky,  perhaps  fi- 
nal, attempt  by  Gillette  to  fix  its  flag- 
ging toiletries  operation.  The  trouble: 
Despite  its  preeminence  in  ra- 
zors and  blades, 
Gillette  has  had 
difficulty  persuad- 
ing men  to  stock  oth- 
er Gillette  goods  in 
their  medicine  cabinets. 
In  part,  that's  because  its 
offerings,  including  Right 
Guard  deodorant  and  Foamy 
shaving  cream,  have  suffered 
from  unfocused  marketing  and 
commodity  pricing.  The  new 
line,  which  Zeien  says  will  cost 
more  than  $100  million  by  the 
time  it's  rolled  out,  is  supposed 
to  fix  all  that. 


CEO  ZEIEN:  OF  ALL  HIS  MARKETING  GAMBLES, 
NEW  MEN'S  TOILETRIES  ARE  THE  RISKIEST 


Little  of  this  hyperactivity  represents 
a  bold  departure  from  the  path  set  by 
Mockler.  But  analysts  give  the  62-year- 
old  Zeien  credit  for  seizing  opportunities 
for  long-term  growth  and  for  fine-tuning 
operations.  "Zeien  hasn't  changed  the 
strategy  but  enhanced  it,"  says  Andrew 
Shore,  a  consumer  products  analyst  at 
PaineWebber  Group  Inc.  Despite  the 
global  recession,  Gillette's  results  show 
a  steady  improvement  since  Zeien  took 
over.  Net  income  in  the  first  six  months 
increased  'Wk,  to  $249.9  million,  on  sales 
up  only  9%,  to  $2.4  billion.  That  follows  a 


THE  SENSOR 


FOR  MEN 

FOR  WOMEN 

INTRODUCED 

Early  1990 

Summer  1992 

RETAIL  PRICE 

$3.75  with 
three  'olades 

$3.99  with 
three  blades 

ESTIMATED  R&D  COSTS 

$200  million 

Under  $10  million 

ESTIMATED  FIRST- 
YEAR  AD  BUDGET 

$1 10  million 

$14  million 

ESTIMATED  ANNUAL 
RETAIL  SALES 

$390  million 

$19  million 

DATA ;  BW,  COMPANY  REPORTS  ' 

16%  net  gain  in  1991.  The  growth  has 
been  powered  by  Sensor  and  Oral-B,  its 
toothbrush  and  oral  care  operation. 

Of  Gillette's  recent  moves,  by  far  the 
riskiest  is  the  toiletries  line.  Gillette's 
track  record  there  is  spotty,  with  suc- 
cesses in  the  1960s  and  igVOs  followed 
by  a  series  of  disappointments,  such  as  a 
failed  foray  into  European  women's  toi- 
letries in  the  1980s.  But  Gillette's 
strength  is  with  men,  and  executives  are 
convinced  they  can  use  their  strong 
brand  name  as  an  umbrella  for  a  wider 
range  of  men's  products.  Zeien  won't  de- 
tail the  new  offerings,  but  the  line  will 
likely  include  14  items,  notably  pre-  and 
after-shaves  and  a  gel  shaving  cream. 
The  most  innovative  product:  a  gel-based 
deodorant  that  will  roll  on  using  a  pat- 
ented, sievelike  delivery  system. 

Mockler  had  been  planning  to  roll  out 
the  line  last  year,  but  Zeien  canceled  the 
introduction  two  weeks  after  he  took 
charge.  "I  decided  we  would  only  launch 
when  testing  showed  consumers  pre- 
ferred all  14  of  our  products,  hands 
down,  to  the  best-performing  product  on 
the  market,"  says  Zeien.  With  that  con- 
dition met,  at  least  in  internal  tests,  the 
line  will  be  rolled  out  late  this  year,  with 
an  ad  blitz  to  stan  during  the  Super 
Bowl  in  late  January — just  like  Sensor. 
PEN  PAlt.  Will  it  work?  Many  outsiders 
are  skeptical,  citing  Gillette's  sorry  re- 
cord in  toiletries.  Besides,  competition 
has  become  very  stiff  in  the  once  frag- 
mented men's  toiletries  business. 
Procter  &  Gamble  now  owns  Old  Spice 
and  Noxzema,  Colgate  bought  Mennen, 
and  Unilever  grabbed  Faberge's  Brut 
brand.  "You've  now  got  some  sophisti- 
cated worldwide  marketers  in  this  busi- 
ness," says  Allan  Mottus,  a  New  York 
retailing  consultant.  But,  he  adds,  "no- 
body has  a  better  brand  name  than  Gil- 
lette." If  the  line  flops,  some  believe  Gil- 
lette should  simply  abandon  the  whole 
field.  Zeien  says  that  won't  happen. 

The  Parker  Pen  acquisition,  on  the 
other  hand,  has  won  nearly  universal 
plaudits  from  analysts  as  a  stra- 
tegically sound  move  to  expand 
a  business  in  which  Gillette  is  a 
world  power.  The  only  problem: 
possible  antitrust  difficulties.  In 
the  U.  S.  and  some  European 
countries,  Gillette's  share  of  the 
market  for  re- 
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THE  CORPORATIO 


It  Prints  Up  To  20  Pages  Per  Minute. 

It  Adjusts  From  One  Language  To 
Another-Automatically 

It  Prints  In  Every  Conceivable  Size. 

It  Holds  UpTd 1,500 Sheets  Of  Paper. 

It  Redefines  What  A  Network 
Printer  Can  Do. 


If  It  Did  Any  Mori 


The  new  COMPAQ  PAGEMARQ  20 
and  COMPAQ  PAGEMARQ  15.  Two 
network  laser  printers  that  will 
immediately  establish  the  industry 
benchmark.  Printers  for  those  who 
want  nothing  short  of  everything. 

After  rather  extensive 
R&D,  we  realized  the  aver- 
aj^e  network  printer  was 
doing  more  to  raise  your 
networks  blood  pressure 
than  its  productivity  level. 

Which  led  us  to  more 
extensive  R&D  and  two 
breakthroughs:  two  net- 
work laser  printers  which 
are  bristling  with  features 
designed  to  help  everyone 
work  in  harmony. 

For  starters,  COMR^Q- 
built,  RISC-based  ct^ntrol- 
lers,  along  witli  powerful 
print  engines,  run  our 
printers  at  15  and  20  PPM. 


And  at  20  PPM,  that's  an 
average  of  100%  faster 
tlian  HP  llisi  in  PostScript 
applications.  Which  helps 
keep  your  networks  output 
more  tlian  up  to  speed. 

Then  there's  the  ability 
to  print  in  sizes  up  to  11" 
by  17".  Which  can  really 
make  your  day  if  it's  filled 
with  everything  ranging 
from  envelopes  to  double- 
page  layouts  to  CAD  plots 
to  spread.sheets. 


The  built-in  motorized 
paper  trays  can  hold  up  to 
1,500  .sheets,  more  than  any 
other  desktop  printers 
Allowing  you  to  put  your 
time  to  far  better  uses  than 
loading  paper. 

To  Compaq  enfnneers  it 
simply  wasn't  enough  tor 
our  pruiters  to  understand 
both  r^ostScript  Ixvel  2  and 
PCL  5.  Therefore,  unlike 
other  printers,  ours  have 
an  Intelligent  Emulation 


bu'D  Be  Out  Of  A  Job. 


best 


remains  unprin 


ted. 


ising  feature  that  con- 
ually  monitors,  with 
lar-hke  precision,  the 
guage  which  anyone  is 


ng  at  any  moment.  It  will 


-n  automatically  adjust 
that  emulation,  without 
ur  lifting  a  finger. 
A.  Ooily  network-ready 
nter  should  meet  all  of 
ar  network  needs.  This 
/vhy  our  new  COMPAQ 
SEMARQ  Laser  Printers 
)vide  a  direct  connect  to 


both  Novell  and  ApplcTalk 
environments,  without  the 
need  for  a  print  server. 

Th  e  printers  also  offer 
vou  five  interfaces,  so  that 
you  can  simultaneoasly  run 
Ethernet  or  Token  Ring, 
AppleTalk,  both  a  serial  and 
a  parallel  port,  and  even 
an  Internal  FAX  Modem. 
Which  will  lead  to  better 
communication  across  the 
entire  network.  Rather  than 
the  kind  of  language  that 


Completing  the  picture 
is  the  800x400  COMPAQ 
High-Resolution  Print 
Mode,  created  to  give  you 
exceptionally  crisp  text 
and  graphics. 

Both  the  Programmable 
Font  Modules  and  internal 
60-MB  Hard  Drive  let  you 
store  PostScript  fonts  per- 
manently, without  having 
to  constantly  download. 

Thus,  what  you've  got 
amounts  to  far  more  than 
merely  a  network  printer. 

You  have  the  brainchild 
of  a  company  which  holds 
the  belief  that  utter  chaos 
does  not  have  to  be  stan- 
dard operating  procedure 
in  your  network. 

for  more  on  COMPAQ 
PAGEMARQ  printers,  just 
turn  to  the  next  page. 


They  prim  m  sizes  up  to  11"  by  17."  They 
con  handle  CAT)  images,  spreadsheets,  and 
even  double-page  layouts.  Multiple  Tmn  - 
Trays  hold  up  to  l,SOO  sheets.  Impressed? 


Our  Intelligent  Emulation  Sensing 
feature  continually  monitors,  then 
automatically  adjusts  to  either  PostScript 
Level  2  or  PCL  5  depending  upon  which 
language  you're  using.  You  needn't  lift 
a  finger. 


IkOSE  WERElhE  BROADSTROKES. 

Now  HERE'S  ThE  Fine  Print. 


o 


1 


C(  )MPAQ  PAGEMARQ  20:  20 PPM  <<  20  MHz  AMD  29000  RISC  »  /128-K 
cache  <<  4MB  RAM  standard,  expandable  to  20MB  <!  1,500-shcet  (standard) 

C(  )MPAQ  PAGEMARQ  15:  15  PPM  «  16-MHz  AMD  29(mRISC  <■  4  UB  R11/ 

sidndurd.  cypunduhlc  to  ISMB  <<  7  >0-'.heet  (standard),  1,000-sheet  max  ii  / 
optional  st'ccnJ  [i\inlra\ 

BOTH  MODLLS:  Up  to  SOO  x  400dpt  ((.OMPA(lHigh-Resolut,on  Mode)  <• 
PostScript  Level  2  and  PCL  S  iv/lntellicjent  Emulation  Sensing  <i  One  slot  / port  eachjor 
AppleTalk,  Network  Interface  Cards,  Internal  .Modem,  Serial  and  Parallel  Port 
<•  Uailahle  C>ptions:  Internal  60-MB  Hard  Drive,  I-  and  2-MB  Programmable 
Font  Module  <■  Consumables:  One-piece  cartridge  h  /12,000-page  yield 


At  Compaq,  we  realize  even  the 
most  advanced  network  printers 
in  the  world  aren't  worth  the  toner 
in  their  cartridge  kits  if  you  can't 
get  the  service  or  the  parts  that 
you  need  whenever  you  need  them. 

Thus  we've  clesiancd 
CompaqCarc.  This  is  our 
tonipri  hcnsiw  ser\iev  and 
support  pn^^rani  which  in- 
cludes our  one-vear  tree 
on-site'  limited  warranty. 

It  w  ill  also  provide  you 
w  ith,  anions^  other  thinjJs, 


repair  of  your  printer  by 
the  second  business  day, 
anywhere  in  the  U.S. 

AVhencver  you  need 
consumables,  you  can  buy 
them  at  all  participating 
office  supply  stores,  at 
3,000-plus  Authorized 
COMPAQ  Reseller  loca- 
tions, or  riaht  from  us. 

For  any  questions,  or 
to  learn  more  about  our 
new  program  for  recycling 
consumables,  phone  our 
hodine  at  1-800-345-151 8in 
the  U.S.;  in  Canada,  call 
1-800-263-5868. 

You'll  lind  dedicated 
printer  specialists  eager 
to  convince  you  that  the 
path  to  greater  network 
productivity  begins  not 
only  within  yourself,  but 
along  the  paper  path  that 
is  inside  your  COMPAQ 
PAGEMARQ  User  Pnnter 


five  interfaces,  uith  a  direct  connect  to 
Novell  and  AppleTalk,  lets  jou  simulta- 
neously run  Token  Ring  or  Ethernet, 
AppleTalk,  a  serial  and  parallel  port,  plus 
an  Internal  FAX  Modem 


Store  PostScript  fonts  forever  Expand  your 
font  library,  .ind  eliminate  constant  doivn- 
loadinc^  with  Programmable  Font  .Modules 
or  the  internal  60  . MB  Hard  Drive 


Send  Fan, 


W  ith  our  printers'  optional  Internal  F/\X 
Modem,  you  can  send  and  receive  pre- 
sentation-guality  documents,  in  si^es  up 
to  I  /"  h]  I  7"  Right  from  vour  desktop. 


,1(1  )MI';M.)  inl  U  S   I'an  iii  anil'  I  rail,  nijri.  I  )lln.    I'ACI  .MAKg  an,l  t  .ini|,aiV  aV.  Ire  lra<l.  mark>  ,rl  I  .rm|ia(|  (.  .'.nijiuli  r  [  .ir|i.. ratlin  I'r.iilii 

■  n,  .1  l,,  r.  in  ma^  U  I ra.h  n.art ,  aM.|.'..r  r.  fiM.T.-,!  Ira.l.  maf k^  . .1  th.  ir  i.Ap,-.  iim  ,  ..m|.aiii,  s 


Jlahle  pens  would  be  quite  high.  Parker 
Chairman  Jacques  G.  Margry  figures 
ie  sliare  in  Britain  and  France  would  be 
07'.  The  British  Office  of  Fair  Trading 
1  checking  into  the  merger,  as  are  au- 
lorities  in  other  countries. 
Meanwhile,  Gillette's  main  blade  and 
izor  business  surges  along.  It  reaps  an 
mazing  327(  operating  margin  on  razors 
nd  blades,  which  accounted  for  377  of 
ales  and  627  of  profits  last  year.  Sen- 
3r  ought  to  keep  profits  rising.  In  un- 
er  three  years,  the  cartridge  system 
as  taken  177  of  U.  S.  blade  sales,  and 
37  worldwide.  Rival  Schick's  Tracer  ra- 
or,  which  features  a  flexible  cartridge 
ather  than  Sensor's  spring-mounted 
lades,  has  just  2.47  of  U.  S.  sales. 
ftSY  SELL.  If  men  like  Sensor  so  mucli, 
lillette  figured,  women  should,  too.  The 
ensor  for  Women  employs  essentially 
le  same  cartridge  technology  as  its 
lale  cousin,  which  kept  development 
nd  tooling  costs  down — under  $10  mil- 
on,  says  Zeien.  The  main  difference  is 
le  superwide  handle  on  the  women's 
ersion,  designed  for  easy  gripping.  Ear- 
I  signals  are  positive.  Gillette  shipped 


^icking  up  Pai'ker  Pen  makes 
Gillette  the  largest  in  its  field 

by  fai" — but  antitrust 
)roblems  could  get  in  the  way 


.5  million  razors  and  12  million  blades 
1  the  first  three  months,  about  50'/' 
head  of  its  target.  That  was  before  Gil- 
jtte's  $14  million  national  advertising 
arnpaign  kicked  off  in  early  September, 
lot  don't  expect  Sensor  for  Women  to 
ecome  a  huge  money-maker.  For  one 
hing,  the  U.  S.  women's  blade  market  is 
arely  one-third  the  size  of  the  men's. 

To  keep  its  heady  growth  continuing 
ito  the  next  century,  Gillette  is  count- 
ig  on  international  sales.  With  about  a 
07  share  of  the  developed  world's  razor 
nd  blade  market,  Gillette  is  moving 
trongly  into  the  developing  world  and 
he  former  Communist  bloc.  In  addition 
3  the  Chinese  venture,  it  has  taken  con- 
fol  of  a  big  blade  maker  in  India,  and  a 
ew  factory  in  Russia  should  start 
umping  out  blades  this  fall.  The  way 
ieien  figures  it,  Gillette's  products  are 
n  easy  sell:  Men  in  all  these  countries 
Iready  shave  using  indigenously  pro- 
uced  blades.  "Ours  are  technologically 
uperior,  and  we  can  produce  them  at  a 
ery  low  cost,"  he  says.  Now,  how  do 
ou  say  "Sensor  for  Women"  in  Urdu? 

By  Mark  Maremont  in  Boston,  irifli 
\inla  Dwyer  in  London 


"I'm  sure  il'.s  true  love  ...  Inil  w  luitvvcr  happojs. 
I  kiuiw  you'll  w  cinl  Mrs.  Ahcrcri nuhw  to  keep 
the  Rer:.ier  /DO  Fi/iul  aiul  the  Her;^er  101  FiDid  " 

Any  investor  who  studies  the  charts  knows  that  cuir  no-load  funds  have 
achieved  an  impressive  record.  We're  proud  of  it,  but  more  important  is 
the  investment  philosophy  behind  these  outstanding  numbers.  Please  call 
for  a  prospectus  and  studv  it  carefully.  The  Berger  Funds  are  offered  for  a 
minimum  investment  of  $250. 

Berger  Associates,  Inc. 
(303)  329-0200  /  (800)  333-1001 
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Profile  of  a  Pyramid. 

We're  Transamerica.  Our  business  is 
financial  services  -  life  insurance, 
investments,  lending  and  leasing.  Our 
philosophy  is  to  concentrate  on  the 
things  we  do  best  and  to  try  to  do  them 
better  than  anyone  else.  So  when  you 
deal  with  a  Transamerica  company, 
you'll  get  the  right  product  at  the  right 
price  —  whether  it's  a  life  insurance 
policy,  a  home  equity  loan,  a  mutual 
fund  or  anything  else  we  offer.  It's  as 
simple  as  that.  Remember  the  Pyramid 
for  the  best  in  financial  services.       i  " 

Transamerica  I , 

THH  POWEFl  OF  THE  PYRAMID  IS  WORKING  FOR  YOU.® 


MORE  AND  MORE  BUSINESSMEN 
ARE  A  UTTIE  DOGMATK  ABOUT 
Wlim  OVER  AT&T.     "  ^ 


Tin'  Mendiav  1 ' 


n  a  fl()gM'at-(l()g  busiiioss  worhl,  m()n' large  businesses  ai'e  choosing  WilTel.'   

VVilTcl  offers  the  Meridian  1 '  communication  system  designed  by  Northern  '    m  comniunicalion 

Telecom,  'lo  deliver  fl(!xibility,  expandability  and  dependability  that's  making  the  1^^^               '  systeti/. 
big  phone  company  nervous. 

For  custom-tailored  solutions  from  key  systems  to  full-scale  outsouifing,  call  WilTel 
Communications  Systems  at  And  unleash  advanced  PBX  technology 

on  an  unsuspecting  business  world.                                                         "^f^fy  P^^r^_  _ 

Mrriiliiiii  I  IS  II  miislrrril  liiul,  iiiiiik  nf  Xoi  llirni  TilrCDiii  II  ilTii  i.s  ini  niilliiiri~vil  Sorllirni  Trlrnnii  ilislnhiiliir  "       Y    J^^^^^^^^HL  ^^L^I^^Ladl 

(OAwii777r/  TURNS  UP  Technology 


RATEGIESI 


lELING  A  BIT 
NSECURE 

'verexpansion  and  too  rosy 
(recasts  plague  Pinkerton's 


rhomas  W.  Wathen  is  a  little 
miffed.  After  a  recent  breakfast 
meeting  at  the  Radisson  Bel  Air 
immit  Hotel,  the  chairman  and  chief 
ecutive  of  Pinkerton's  Inc.  pulls  his 
liter  aside.  Why  must  he  pay  full  price 
r  valet  parking,  Wathen  asks.  Eating 
the  hotel's  restaurant,  he  argues,  en- 
les  him  to  a  dollar  off  the  $3.50 
arge. 

It's  no  wonder  Wathen,  62,  is  worried 


ITHEN:  TIGHTENING  PINKERTON'S  PURSE 
RINGS,  WHILE  SOME  SHAREHOLDERS  SUE 


out  his  expenses  these  days.  Costs  at 
i  security  guard  company,  which  he 
rchased  from  American  Brands  Inc. 
f  $95  million  in  1988,  have  been  soar- 
j  in  the  wake  of  a  major  acquisition 
ree.  Pinkerton's,  based  in  Van  Nuys, 
ilif.,  saw  its  operating  expenses  rise 
%,  to  $24.4  million,  in  the  first  six 
)nths  of  this  year.  Earnings  plummet- 
41%,  to  $2.5  million,  on  $322  million 
revenues.  To  top  it  off,  management's 
eroptimistic  earnings  projections  have 
ompted  a  nasty  shareholder  lawsuit. 
;  once  high-flying  stock  traded  at  36 
rly  this  year  but  has  slumped  to 
ound  15  (chart,  page  71).  President  Al- 


"The  storm 

was  fast  CIGNA,  faster. 

Quick  response  saved  my 


house  and  irreplaceable  art  coUecrion'.' 


—Alan  Granbv,  Poucyholder 


We  get  paid  for  results! 


CIGNA 


Property  &  Casualty  Insurance  •  CIGNA  Companies  •  Dept.  R3,  Phila.,  PA  19192 


Bordeaux. 

No  sour  grapes. 

85%  of  the  top  wineries 


in  Medoc  rely  on  us  for  insurance. 


We  get  paid  for  results! 


CIGNA 


Property  &.  Casualty  Insurance  •  CIGNA  Companies  •  Dept.  R3,  Phila.,  PA  19192 
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decider,  decider. 


Decider, 

Down -sizing,  upgrading,  multi- platform  envi- 
ronments. Today's  computer  hardware  issues  are 
more  numerous,  more  difficult,  more  critical  than 
ever.  So  how  do  companies  make  decisions? 

According  to  a  new  IntelliQuest  study,  they 
turn  to  the  only  person  qualified  to  decide.  Some- 
one like  Bob  Barrett.  A  person  with  18  years  in 
computers.  Who  oversees  a  technical  staff  of  75. 
And  whose  buying  decisions  and  approvals  affect 
nearly  3 ,000  users  worldwide. 

In  other  words,  they  turn  to  the  BYTE  reader 
A  full  92%  of  whom  control  the  products  and 
brands  their  companies  buy. 

If  you  want  to  reach  an  audience  as  influential 
as  this,  then  yours  is  an  easy  decision-advertise 
in  BYTE. 


BYTE  reader  Robert  N.  Barrett,  Vice  President  Management 
Information  Systems,  M/ A-  COM,  Inc. 


It  doesn't  g( 


ljL^92  BiTB,  a  McGraw-Hill  publication.  For  a  presentation  of  the  Mai 


?rt  J.  Ber^^er  stepped  aside  in  June. 
Now,  Wathen  is  tightening  the  Compa- 
q's purse  strings.  He  has  scaled  down  a 
oublesome  investigative-services  acqui- 
tion,  sold  off  a  money-losing  undercov- 
•  drug-investigations  business,  and 
TOrn  off  a  planned  expansion  into 
arm  systems.  Wathen  also  has  put  in  a 
;w  computer  system  to  keep  tabs  on 
e  company,  and  he  has  hired  a  new 
imbers  man,  Robert  J.  Vitamante,  for- 
er  chief  financial  officer  at  Olsten 
)rp.  With  his  help,  Wathen  hopes  to 
nsolidate  more  offices  and  slash  staff. 
LUG  IT  OUT.'  With  the  security  industry 
•owing  at  a  real  rate  of  only  4%  a  year, 
nkerton's  may  have  trouble  achieving 
ghflier  status  again.  Cutting  back  on 
quisitions  means  it  will  have  to  grow 
ternally,  and  competitors  are  gearing 


CAUGHT  OF^GUARD 


SEPT.  14,  '92 


DATA:  BlilDGE  INFORMATION  SYSTEMS  INC. 


r  a  fight.  "They  are  going  to  have  to 
ig  it  out  in  the  marketplace  with  ev- 
yone  else,"  says  Fred  Kohnke,  who 
ns  Burns  International  Security  Ser- 
ies Inc.'s  California  unit.  Wathen  ar- 
les  he  still  can  profit  by  acquiring 
lall  domestic  guard  operations,  but  he 
11  avoid  bigger  fish  for  now. 
Pinkerton's  has  gone  through  tough 
nes  before.  It  was  losing  money  under 
nerican  Brands,  which  had  cut  fees  in 
der  to  gain  market  share.  Spying  an 
portunity,  Wathen  borrowed  $105  mil- 
n  to  buy  the  142-year-old  company  and 
mbine  it  with  his  existing  security 
siness,  California  Plant  Protection 
c,  with  $250  million  in  sales.  Within  a 
ar,  he  and  longtime  friend  Berger  had 
nsolidated  the  two  companies,  raised 
tes,  slashed  costs,  and  brought  the 
mbined  company  into  the  black. 
But  to  make  it  grow,  management  fo- 
sed  on  acquisitions.  In  1991,  Wathen 
d  Berger  spent  $25.8  million  to  buy  11 
laller  guard  companies  in  the  U.  S.  and 
ur  more  in  Britain  and  Mexico.  This 
ded  nearly  $64  million  to  the  compa- 
's  revenues,  which  hit  $638  million  last 
ar.  But  that  wasn't  enough  for  Pinker- 


Adoption  of 

otir  managed  health 

care  programs  could  save  U.S. 

business  $30  bilKon  annually 


We  get  paid  for  results! 


CIGNA 


Employee  Benefits  •  CIGNA  CoMPA>aES  •  Dept.  R4,  Hartford,  CT  06152 


You  can  save 

$4  in  benefit  costs 

for  every  $1  invested  in 

our  employee  seatbelt  program. 


We  get  paid  for  results! 


CIGNA. 


Special  Benefits  •  CIGNA  Companies  •  Dept.  R3,  Phila.,  PA  19192 
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The  marketing  plan  said  we'd 
double  in  size,  so  Ed  in  Purchasing- 
remember  Ed?—  he  got  this  great 
volume  discount  on  office furniture.' 


Turn  your  excess  inventory  into  a 

substantial  tax  break  and  help 
send  needy  kids  to  college  as  well. 

Call  for  your  free  guide  to  learn  how 
donating  your  slow  moving  inventory  can 
mean  a  generous  tax  write  off  for  your  company. 

Call  (708)  690-0010 
Peter  Roskam 

Executive  Director 


P.O.  Box  3021,  Glen  Ellyn,  IL  60138 
FAX  (708)  690-0565 

Excess  inventory  today. ..student  opportunity  tomorrow 
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ton's.  Berger  decided  to  branch  out  into  P 
higher-margin  services,  such  as  back- 
ground checks  and  workers'-compensa- 
tion  investigations.  Last  fall,  he  bought 
Nashville-based  Business  Risks  Interna- 
tional for  $3.8  million. 

Folding  in  the  foreign  businesses  and 
BRI,  however,  has  proved  problematic. 
Leases  it  hadn't  counted  on  kept  Pinker- 
ton's  from  closing  some  overseas  of- 
fices. And  at  labor-intensive  BRI,  which 
was  losing  money  to  begin  with,  Berger 
found  it  hard  to  cut  managers  who  had 
formed  strong  client  relationships. 
Wathen  has  trimmed  investigations  of- 
fices back  to  28,  from  42,  but  he  con- 
cedes the  company  hasn't  moved  quickly 
enough  to  consolidate  its  other  far-flung 
acquisitions.  "It's  not  that  it  was  diffi- 
cult," he  says.  "It  just  wasn't  done." 
ABOUT-FACE.  As  costs  mounted,  the  re- 
cession also  took  its  toll  on  domestic 
margins.  Yet  no  one  at  Pinkerton's  real- 
ized what  was  happening.  "The  real 
fault  with  the  company  was  not  having 
stronger  financial  controls,"  says  invest- 
ment manager  James  Ruf,  president  of 
Ruf  Investment  Group  in  Weston,  Conn. 


Despite  Pinkerton's  troubles, 
its  big-name  clients  aiid  a  new 
$8  million  contract  "with 
Hughes  Aircraft  will  help 


Berger,  who  is  still  on  the  board,  con- 
cedes that  Pinkerton's  billing  and  sched- 
uling system  was  inadequate. 

Whatever  the  reason,  executives  told 
investors  that  business  was  booming. 
They  predicted  257c  earnings  gains  for 
the  second  quarter — only  to  disclose  six 
days  after  the  quarter  ended  that  re- 
sults would  be  way  off.  Furious  about 
the  delay — and  angered  that  Berger  had 
unloaded  his  11,200  shares  and  Wathen 
37,000  of  his  2.9  million  shares  before 
the  announcement — some  investors  filed 
a  class  action  alleging  that  Pinkerton's 
fraudulently  inflated  its  stock.  Pinker- 
ton's denies  any  wrongdoing. 

Still,  Pinkerton's  has  basic  strengths, 
such  as  some  big-name  clients.  It  contin- 
ues to  supply  security  guards  for  a  sub- 
sidiary of  ITT  Corp.,  among  others.  In 
June,  Pinkerton's  landed  an  $8  million 
contract  with  a  division  of  Hughes  Air- 
craft Co.,  a  sure  boost  to  the  bottom 
line.  But  Wathen  is  decidedly  guarded 
about  future  earnings.  "I  probably  won't 
ever  make  another  projection  in  my 
life,"  he  says.  That's  one  part  of  his  new 
strategy  no  one  would  question. 

By  Amy  Barrett  in  Van  Nuys,  Calif. 


THE  CORPORATIOt 


AFTER  PUTTING  EACH  OF  OUR 
HOTELS  THROUGH  900  DIFFERENT 
TESTS  THERE'S  ONE  MORE 
THING  WE  DEMAND  OF  THEM. 


It's  not  easy  to  become 
a  Preferred  Hotel. 

To  be  accepted  for 
membership  a  hotel  must 
submit  to  one  of  the  most 
exhaustive  and  demanding 
examinations  imaginable. 

If  they  pass  these 
tests  (90%  do  not),  there's 
one  last  condition  they  must 
meet:  They  must  welcome 
the  American  Express^'  Card. 


more  than  1700  American 
Express  travel  locations* 
worldwide  to  help  guests 
with  travel  plans.  Plus,  only 
the  American  Express  Card 
offers  Global  Assist^"^  for 
worldwide  emergency  medi- 
cal and  legal  referrals. 
There  are  over 


You  see,  the  American     300,000  hotels  and  resorts 


Express  Card  is  accepted 
everywhere  Preferred  Hotels® 
are  located.  And  there  are 


Hotels  Resorts 


in  the  world.  At  present, 
only  105  are  Preferred.  And 
every  one  of  them  proudly 
welcomes  the  American 
Express  Card. 

For  a  free  directory 
of  all  105  Preferred  Hotels 
and  Resorts  Worldwide,  call 
1-800-237-7254. 

Or  call  your  travel 
agent  and  ask  if  there's  a 
Preferred  Hotel  where  you're 
planning  to  visit.  And  be 
sure  to  ask  for  an  American 
Express"  Card  Assured 
Reservation**  when  you  call. 


i  Cards 


♦Travel  Service  locations  of  American  Express  Travel  Related  Services  Company,  Inc.,  its  affiliates  and  Representatives. 
♦*Be  sure  to  ask  about  restrictions  and  cancellation  requirements  when  you  call. 
©1992  Preferred  Hotels'  &  Resorts  Worldwide.  All  rights  reserved. 


The  perfect  system  isii 

There  are  trends  and  fashions  even  in  die 
logical  world  of  IS,  and  right  now  "down -sizing"  isit 
hot  one.  You  read  about  it  all  the  time,  usually  accor  ?e 
panied  by  an  obituary  for  mainframes. 

Needless  to  say,  this  gets  our  attention  at  IBlVn 
and  not  just  because  we  make  big  systems.  la 

We  make  systems  of  every  size,  and  based  on  tli 
experience  with  real  customers,  we'd  say  that  "righk 
sizing"  is  a  more  useful  term  than  "down -sizing."  m 
Especially  since  a  number  of  companies  described 
as  down-sizers  not  only  keep  their  mainframes,  thenl 
use  them  more  actively  than  ever.  ioi 


i 


HM^ndAS/4^XJa"=rF.p>^1^'PF^tf^dp^l^^l.^o1lBMCofp  ES/90C0andRlSCSy^!pn-./ro,'   ...  ■  ,  ■..    .      -t  IBM  Cofp 


ats  fashionable,  its  what  fits. 


To  us,  the  real  challenge  is  choosing  the  right 
ination  of  systems,  not  just  for  running  client/ 
r  applications  but  for  managing  their  complexity. 

Open,  distributed  environments  can  make 
y  demands  for  storage,  security  and  network 
igement — ^jobs  that  mainframes  do  better  than 
ling.  Suddenly  companies  who  never  dreamed 
Tiing  IBM  ES/9000  "s  will  praise  their  arrival 
lot  because  they're  big,  because  they're  right. 

Meanwhile,  other  companies  who  chose 
frames  ten  years  ago  may  be  considering  other 
ns  like  AS/400 ®s  or  RISC -based  networks. 


and  we're  helping  them  do  it. 

For  example,  while  Lincoln  National  Life  has 
a  network  of  IBM  RISC  System/6000  "s  for  running 
client/server  applications,  the  University  of  Virginia 
Medical  Center  chose  an  ES/9000  for  developing 
and  processing  medical  record  applications.  For  Royal 
Caribbean  Cruise  Lines,  an  IBM  AS/400  is  just  the 
ticket  for  booking  passengers.  Who's  right?  They  all  are. 

What's  right  for  you?  Call  us,  we  can 
help  you  decide.  Believe  it  —  — —  — 

or  not,  we  aren't  biased  about  sys-    E  ~— "  ZTLTZ 
tem  types.  We  make  all  types.         =       =  t 
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U.S.  CEO  LIU:  AMERICA  WILL  PROVIDE  "THE  STABLE  FUEL  FOR  THE  CHINESE  ENGINE" 


FAMOUS  AMOS  GETS 
A  CHINESE  ACCENT 


Taiwan's  President  Enterprises  takes  a  bite  of  the  U.S.  market 


Chinese  noodles  for  dinner  and  Fam- 
ous Amos  cookies  for  dessert?  It 
may  seem  like  a  strange  combina- 
tion, but  not  to  President  Enterprises 
Corp.  On  Sept.  15,  the  Taiwanese  food 
giant  bought  the  Famous  Amos  brand  of 
chocolate  chip  cookies  from  a  San  Fran- 
cisco LBO  group  for  $60.6  million.  Says 
George  K.  Liu,  chief  executive  of  Presi- 
dent's U.  S.  division:  "Finally,  we  have  a 
recognizable  national  brand." 

To  hear  Liu's  bos.ses  in  Taiwan,  it's 
only  the  first  of  many.  Founded  in  1967, 
President  Enterprises  started  out  selling 
animal  feed  and  flour.  It  is  now  the  larg- 
est food  company  in  Taiwan  and  one  of 
the  country's  biggest  public  corpora- 
tions. Last  year,  it  earned  $81  million, 
90'/<  more  than  the  year  before,  on 
$800  million  in  sales.  In  Taiwan,  it 
markets  everything  from  noodles  and 
frozen  foods  to  Kentucky  Fried  Chick- 
en and  Pepsi-Cola.  Now  nearing  mar- 
ket saturation  at  home,  it  is  going 
abroad  in  a  big  way.  "In  25  years,  we 
will  be  one  of  the  biggest  food  compa- 
nies in  the  world,"  proclaims  Chief  Ex- 
ecutive C.  Y.  Kao. 

President  first  came  to  America  two 
years  ago,  when  it  paid  $335  million 
for  Wyndham  Baking  Co.  in  Augusta, 
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Ga.  Renamed  President  Baking,  it's  one 
of  two  U.  S.  bakeries  with  contracts  to 
make  Girl  Scout  Cookies.  It  also  pro- 
duces low-priced  regional  brands  of 
cookies,  crackers,  and  other  snacks. 
With  the  addition  of  Famous  Amos, 
President's  U.  S.  sales  should  jump  to 
$430  million  for  1992. 

But  some  think  President  may  be  in 
for  a  rude  shock  on  U.  S.  shores.  It's  not 
that  analysts  don't  like  Famous  Amos. 
Under  the  Shansby  Group,  which  had 
owned  it  since  1989,  the  brand's  sales 
went  from  $6  million  to  $75  million,  ac- 
cording to  Shansby.  But  President  chose 
a  risky  moment  to  buy.  "They're  moving 


PRESIDENT'S  KITCHEN  CABINET 

U.S.  (Estimated  1992  sales:  $430  million) 

►  President  Baking,  makers  of  Girl  Scout 
Cookies  and  discount  regional  brands  such  as 
Jack's  and  Murray 

►  Famous  Amos  Chocolate  Chip  Cookies 
TAIWAN  (Estimated  sales:  $800  million) 

►  Pepsi-Cola,  KFC,  and  7-Eleven  franchises 

►  Instant  noodles,  frozen  foods,  cooking  oil, 
and  dairy  products  sold  under  various  names 

►  President  Lions  pro  baseball  team 

DATA:  COMPANY  REPORTS 


in  at  the  worst  time,"  says  Lee  D.  W  .- 
er  of  Robinson-Humphrey  Co.,  an  Atl;- 
ta  brokerage.  U.  S.  cookie  and  craclr 
sales  declined  slightly  in  the  first  qu'- 
ter,  and  the  second  quarter  doesn't  ]c( 
much  better.  Meanwhile,  consumers 
opting  for  snacks  they  see  as  healthi: 
than  cookies,  brownies,  and  other  trea. 
To  this  end,  Nabisco  Inc.  recently  int;- 
duced  a  new  line  of  fat-free  snaci 
called  SnackWell's. 

THICK  SPREAD.  From  President's  p^- 
spective,  though,  risky  is  a  relative  ter 
As  part  of  its  expansion  into  China,  t 
company  has  set  up  six  joint  venlun 
Plants  are  up  and  running  in  Shangh:, 
Beijing,  and  other  cities,  making  flov, 
tomato  paste,  noodles,  and  animal  fet 
"In  China,  we  have  the  possibility 
phenomenal  growth  but  with  plenty 
risk,"  says  Liu.  "The  U.  S.  provides  t 
stable  fuel  for  the  Chinese  engine." 

President  brought  Liu  on  board  jv 
:ifter  the  Wyndham  deal,  with  the  ma 
date  to  build  the  business  quickly.  T 
59-year-old  Taiwan  native,  who  has 
MBA  from  the  University  of  Chicago  a: 
25  years  of  experience  at  United  Fn 
Co.  and  General  Foods  Corp.,  hasi 
wasted  any  time.  He  immediately  retir 
$50  million  worth  of  Wyndham's  jui 
bonds,  accumulated  when  the  compai 
changed  hands  a  half-dozen  times  durii 
the  1980s.  The  move  helped  reduce  de 
from  90%  of  capital  to  less  than  50%,  i 
says.  Liu  then  poured  $10  million  in 
new  equipment  and  hired  a  cadre 
managers  from  such  big-name  markc 
ers  as  Nabisco,  Sunshine  Biscuits,  Coc 
Cola,  and  Frito-Lay.  The  new  tea 
helped  consolidate  sales  and  marketir 
at  the  relocated  Atlanta  headquarters. 

At  the  time  of  the  V/yndham  acquii 
tion,  Taiwanese  analysts  roundly  cri 
cized  President  for  overpaying.  In  fa( 
one  claimed  that  President  had  bid  50 
more  than  the  runner-up.  Liu  countei 
that  revenues  have  jumped  177",  to  $3J 
million,  since  the  deal,  and  he  says  pro 
its  are  climbing,  although  he  won't  di 
close  a  figure.  Analysts  are  much  moi 
upbeat  about  the  deal  these  days. 
Liu  counts  on  line  extensions  and  wii 
ened  U.  S.  distribution  to  boost  tl 
Famous  Amos  brand.  Next,  he  woul 
like  to  increase  President's  presence  i 
the  cracker  market,  which  is  growin 
faster  than  cookies,  and  to  buy  bal 
eries   in   the   Northeast  and  Wes 
where  its  brands  are  little-known.  Fc 
now,  it  has  no  plans  to  offer  Asia 
specialties,  such  as  frozen  pork  bum 
in  the  U.  S.  But  if  President  sticks  t 
Kao's  25-year  plan,  Americans  wi 
surely  be  munching  on  a  lot  more  c 
the  Taiwanese  company's  snacks. 

By  Walecia  Konrad  in  Atlanta,  wit 
Bruce  Einhorn  in  Taipei 
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0  TWO  POLLUTANTS  MAKE 
OU  SICKER  THAN  ONE? 


ybe,  but  the  EPA  must  prove  it  before  writing  tougher  rules 


|he  corner  of  135th  Street  and  Riv- 
erside Drive  in  West  Harlem  isn't 
on  any  Superfund  list.  Yet  it's  an 
ronmental  hot  spot  all  the  same. 
e  by,  the  North  River  treatment 
t  often  emits  a  sulfurous  odor  as  it 
:esses  175  million  gallons  of  sewage 
ay.  Bulldozers  kick  up 
ds  of  dust  as  they  create  a 
state  park  on  top  of  the 
it.  At  the  adjacent  marine 
sfer  station  on  the  Hudson 
;r,  garbage  trucks  spew 
k  smoke  as  they  load  trash 
)  barges  headed  for  land- 
on  Staten  Island.  City  bus- 
sing a  nearby  terminal  add 
;he  filth  in  the  air.  "We 
1  to  know  if  the  conver- 
ce  of  so  much  pollution  is  a 
or  health  risk,"  says  Peggy 
pard,  co-founder  of  a  com- 
lity  group,  West  Harlem 
ironmental  Action, 
he  urban  ecosystem  in  this 
i  of  New  York  is  typical  of 
environmental  witches' 
V  found  throughout  the  U.  S.  And 
sarchers  are  beginning  to  suspect 
;  residents  near  sites  of  concentrated 
ution  may  have  higher  death  and 
ness  rates  than  the  norm.  A  recent 
ly  by  the  New  York  City  Health 
)t.,  for  instance,  shows  that  residents 
he  heavily  industrialized  Greenpoint- 
liamsburg  areas  of  Brooklyn  suffer 
ler  rates  of  stomach  cancer  and  leu- 
lia  than  other  New  Yorkers.  Such 
lings  raise  troubling  scientific  and 


regulatory  issues.  Does  exposure  to  mul- 
tiple toxic  substances  magnify  the  risk 
of  disease  and  death?  Should  regulators 
set  new  emissions  standards  to  solve 
these  problems? 

The  danger  may  seem  obvious,  but 
until  recently,  such  questions  weren't  se- 


WEST  HARLEM  ACTIVIST  SHEPARD:  IN  AN  ENVIRONMENTAL  HOT  SPOT 


riously  considered.  Now,  the  Environ- 
mental Protection  Agency  is  setting  out 
to  answer  them.  In  the  past  year,  it  has 
launched  studies  to  determine  if  minor- 
ities, who  often  live  in  more  polluted 
communities,  face  greater  risks  than 
currently  assumed.  Conclusions  that  will 
affect  policy  may  be  years  away,  and 
the  process  of  assessing  "cumulative 
risks"  will  be  contentious.  Still,  the  in- 
quiry sets  the  stage  for  tougher  regula- 
tions, EPA  officials  say.  Those  could  low- 


er emissions  limits  for  factories,  make  it 
harder  to  site  facilities  in  toxics-laden 
locations,  and  close  roads  through  heavi- 
ly polluted  areas.  "We  need  to  develop  a 
strategic  plan  for  attacking  concentra- 
tions of  risk,"  says  Robert  M.  Wolcott,  a 
director  in  the  epa's  Office  of  Policy, 
Planning  &  Evaluation. 
PROOF  POSITIVE?  The  first  hint  of  the 
dangers  of  cumulative  exposure  to  nu- 
merous toxics  surfaced  in  a  1984  govern- 
ment study  of  uranium  miners  who  were 
exposed  to  high  radiation  levels.  The 
study  found  that  miners  who  smoked 
multiplied  their  risk  for  lung  cancer  sev- 
eral times.  "There's  a  multiplicative  ef- 
fect," asserts  Richard  D.  Thomas,  direc- 
tor of  human  toxicology  and  risk 
assessment  at  the  National  Research 
Council. 

Toxicologists  agree,  howev- 
er, that  more  research  is  need- 
ed to  prove  the  links  between 
exposures  to  multiple  toxics 
and  disease.  Even  the  federal 
government's  long-standing 
method  of  identifying  single 
cancer-causing  substances  is 
under  review.  To  test  single 
substances,  the  National  Toxi- 
cology Program  generally  ex- 
poses rats  to  higher  doses  of 
chemicals  than  any  human 
would  realistically  face.  Re- 
searchers then  use  mathemati- 
cal models  to  extrapolate  the 
rate  at  which  diseases  would 
occur  in  humans  exposed  to 
much  lower  levels.  Now,  some 
scientists  contend  that  the  procedure  la- 
bels some  chemicals  as  carcinogenic  that 
really  are  safe.  On  Sept.  11,  the  Health 
&  Human  Services  Dept.  started  to  ex- 
amine whether  these  testing  methods 
should  be  changed. 

Assessing  the  risk  of  multiple  expo- 
sures is  even  dicier.  When  testing  one 
chemical,  scientists  can  use  an  unex- 
posed group  of  rats  as  a  benchmark  for 
analyzing  results.  But  early  studies  of 
cumulative  risk  in  humans  have  no  such 


THE  EFFECTS  OF  MULTIPIE  CHEMICAL  EXPOSURES 


imal  studies  show 
if  combinations  of 
^micals  can  inter- 
t  in  different  ways 


THE  ADDITIVE  EFFECT 

Tile  tonicity  of  one  chemical 
"=an  add  to  the  toxicity  of 
another.  The  urine  of  rats 
exposed  to  lead  and  arsen- 
for  example,  shows  twice 
level  of  toxicity  as  that 
°f  rats  exposed  to  only  one 
°fthe  chemicals 


THE  ANTAGONISTIC  EFFECT 

^ome  chemicals  stimulate 
*ne  breakdown  of  others, 
^"e  example:  Organic  com- 
pounds such  as  vitamin  E 
"^ay  reduce  the  toxicity  of 
some  carcinogens 


INIVEKITYOKHARVWND 


One  substance  can  some- 
*'"ies  exacerbate  the  toxicity 
°f  another.  Alcohol,  for  in- 
stance, magnifies  the  toxicity 
°f  chlorinated  organic  sub- 
stances, which  are  used  in 
^•^-cleaning  solutions 
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TAX  STRATEGIES  FROM  FIDELITY 


Are  You  Doing  All 
You  Can  to  Lower 
Your  1992  Taxes? 


Tax-free  investing  can  help  you  keep  more 
of  what  you  earn. 

Today's  taxes  can  claim  nearly  a  third  of 
— --^^   everything  you  earn — including  invest- 
yr  \  \   ment  income.  Now  may  be  the  tinie  to 
,C  31%  1     consider  tax-free  investing.  And 
Fidelity  has  created  an  entire 
family  of  tax-free  hands  to  help 
you  pay  less  tax  and  keep  more  of  what  you  earn. 


AFTER  TAX 
INCOME 


69% 


■FEDERAL 
INCOME  TAXES 


You  can  choose  a  low  risk  strategy. 

Our  Spartan  Short-Intermediate 
Municipal  Fund  offers  higher  current 
federally  tax-free'  yields  than  fixed-price 
money  market  hands.  Yet  it  has  low  share 
price  volatility  because  it  invests  only  in 
high  and  upper  medium  quality  short-term 


Spartan^ 
Short-Intermediate 
Municipal  Fund 

Tax-equivalent  yield* 


municipal  bonds.  (Minimum  investment:  $10,000.) 

Let  Fidelity  show  you  how.  Call  for  our  free  fact  kit 
which  includes  a  prospectus  with  more  complete  information 
including  management  fees  and  transaction  expenses.  Read  it 
carehally  before  you  invest  or  send  money 

Visit  a  Fidelity  Investor  Center  or  Call  24  Hours 

1-800-544-8888 


Investments^ 

Common  sense.  Uncommon  results. 

*Thc  Funds  50-dav  yield  (as  of  8/M/92)  was 

were  ihe  average  annual  returns  for  1  \ear,  5  years  and  the  life  of  the  fund  (commencement  of  operation 
12/2^/86)  respectively  for  the  period  ended  (i/3(J/92.  Taxable  equivalent  yield  is  based  on  the  31%  Federal  ta,\ 
rate.  Performance  figures  are  historical  and  total  return  includes  change  in  share  price,  reinvestment  of  divi- 
dends and  capital  gains  and  the  effect  of  the  $S  account  closeout  fee  on  an  average  size  account.  You  may  have  a 
gain  or  loss  when  you  sell  your  shares.  Yield,  share  price  and  return  will  vary  ',\  portion  of  income  may  be  sub- 
2r  ject  to  the  federal  alternative  minimum  tax  Fidelity  Distributors  Corporation.      CODE:  BW/STM/092892 
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Before  you  ckoose  a  dental  plan  tliat  promises 
managed  care,  make  sure  it  s  managed  well. 

W 

W  liile  many  companies  managed  Jental  care  programs  promise  cost  containment 
features,  all  ti'o  often  tliev  consist  of  nothing  more  tlian  discounting  and  sliifting  costs  to 
employees.  D  But  I3elta  Dental  is  different.  Since  1Q54,  we  liave  offered  managed  care  as 
part  of  a  total  process  that  delivers  real  value  to  our  suhscriLers.  CH  Our  contracts  witli 
thousands  of  participating  dentists  nationwide  form  the  hasis  of  a  system  of  ongoing 
quality  assurance  that  includes  pre-treatment  and  ptist-treatment  reviews.  Th  IS  ensures 
care  that  meets  the  dental  profession's  standards  while  limiting  out-of-pochet  expenses  for 
employees  and  providing  true  cost  management  for  companies.  □  That's  whv  Delta  Dental 
has  a  98%  customer  retention  rate,  covers  more  than  22  million  people  in  more  than 
28,000  groups  and  pays  more  than  $2  hillion  a  year  ford  entai  care.  □  To  1  earn  more  about 
how  your  group  can  henefit  from  the  specialists  who  pioneered  and  perfected  the  managed 
care  concept  in  dental  plans,  call  1-800-441-3434  today.  D^jtd  DSntdl 

America's  Leader  in  Dental  Health  Plans 


levelopments  to  Watc 


ED  BY  EMILY  T  SMITH 


lUGHER  TIRES 

II  JUST  DOWN  THE  ROAD 


Tires  just  don't  last 
long  enough.  Even 
before  the  tread  wears 
out,  the  sidewalls  often 
crack,  making  tires  more 
vulnerable  to  ruptures. 
But  researchers  at  Bat- 
telle  Memorial  Institute 
in  Columbus,  Ohio,  have 
an  antidote  that  could 
make  tires  last  longer. 

The  problem  is  ozone, 
created  when  fossil  fuels 
are  burned,  which  makes 
the  double  bonds  that 
]  rubber  together  break  down.  As  the  bonds  break,  a  tire 
omes  rigid,  then  cracks.  Tiremakers  mix  antiozonants  into 
ber  during  production  to  retard  such  damage,  but  the 
tective  chemicals  migrate  out.  Battelle  has  developed  a  way 
mcapsulate  the  antiozonants  in  a  polymer  before  the  mix- 
s  is  added  to  the  rubber.  The  polymer  keeps  the  antiozon- 
s  in  the  tire  longer.  Tires  treated  this  way  should  last  twice 
long,  says  Batf^elle  researcher  Barbara  A.  Metz.  Goodyear 
5  &  Rubber  Co.  owns  the  rights  to  the  process. 


HAT  ARE  YOU  lOOKING  AT? 
IIS  AUTOFOCUS  CAMERA  KNOWS 


'oday's  cameras,  with  autofocusing  lenses  and  programmed 
shutters,  might  seem  about  as  automated  as  they  can  get. 
:  Canon  Inc.  has  developed  a  new  approach  to  automatic 
using  that  overcomes  a  major  annoyance:  the  need  to  point 
camera  at  the  person  or  object  you  want  in  sharpest  focus. 
Jormally,  autofocus  cameras  gauge  the  distance  to  whatev- 
is  smack  in  the  center  of  the  viewfinder.  So,  if  you  want 
lit  Emma  off  to  the  side,  gazing  out  over  the  Grand  Can- 
i,  you  must  point  the  camera  at  her,  lock  the  focus  by 
ding  the  shutter  button  part  way  down,  then  shift  the 
lera  to  the  desired  composition  before  snapping  the  picture, 
'o  eliminate  this  shuffle.  Canon's  new  A2E  single-lens  re- 
c  model  will  determine  where  your  eye  is  looking  as  you 
;h  the  shutter  button.  The  lens  will  then  focus  on  that  part 
;he  scene.  Inside  the  viewfinder,  two  infrared  diodes  bounce 
it  off  the  photographer's  eye.  By  measuring  how  the  light 
•eflected,  a  photo-detector  chip  determines  the  position  of 
pupil  and  tells  the  camera  where  to  focus.  The  camera  will 
for  more  than  $800  when  it  debuts  early  next  year. 


tANCE  STEPS  TO  THE  FOREFRONT 
F  EUROPEAN  HDTV 


'here's  good  news  and  bad  news  for  Europe's  high-defini- 
tion-television industry.  After  a  year  of  dickering,  the 
;nch  government  came  to  terms  in  September  with  Canal 
IS,  the  pay-TV  broadcaster,  over  Europe's  HDTV  standard, 
rting  in  November,  Canal  Plus's  movie  channel,  a  second 
a  channel,  and  state-owned  France  2  will  broadcast  over 
mce's  Telecom  2A  satellite  in  the  so-called  D2-Mac  wide- 
een  format,  making  France  the  first  European  nation  to 
er  regular  widescreen  programming.  That  could  ignite  ane- 


mic sales  of  HDTVs  from  makers  Thomson,  Philips,  and  Nokia. 

But  the  deal  cut  by  Canal  Plus  Chairman  Andre  Rousselet 
also  allows  the  same  channels  to  transmit  conventional  TV 
signals  over  the  same  satellite.  So,  consumers  won't  have  to 
buy  new  widesceen  sets  to  receive  the  programs.  That  may  cut 
anticipated  sales  of  advanced  sets  by  over  50%.  Now,  the 
industry  awaits  a  crucial  vote  in  November  by  the  European 
Community,  which  will  decide  whether  to  grant  broadcasters 
$1.1  billion  in  subsidies  to  pay  for  converting  programs  to 
HDTV.  A  no  vote  could  kill  Europe's  HDTV  strategy  for  good. 


A  DIAGNOSTIC  MONSTER'S  COST 
MAY  SOON  BE  CUT  BY  HALF 


In  medical  circles,  the  technology  of  the  moment  for  studying 
body  functions  is  positron-emission  tomography  (PET).  A 
$6  million  tomograph  measures  gamma  rays  given  off  when 
radioactive  sugars  are  absorbed  by  tissue.  Used  on  heart 
patients,  for  instance,  such  pictures  give  doctors  a  better  idea 
than  other  means  whether  bypass  surgery  is  needed.  But  the 
machines  are  so  expensive  that  few  hospitals  have  them.  The 
high  cost  is  due  partly  to  a  22-ton  cyclotron  in  the  PET  that 
makes  the  radioactive  sugars  by  ripping  positively  charged 
particles,  called  positrons,  off  oxygen  or  nitrogen  atoms.  The 
radioactive  compounds  then  are  injected  or  inhaled. 

Now,  PracSys  Corp.,  a  Woburn  (Mass.)  startup,  hopes  to 
halve  the  cost  of  pet  by  replacing  the  cyclotron  with  a  cheap- 
er, 1,200-pound  "accelerator."  In  the  cyclotron,  two  giant  mag- 
nets control  an  ion  as  it  is  spun  in  a  circle  to  gain  energy.  At 
peak  energy,  the  ion  is  shot  into  an  oxygen  or  nitrogen  atom, 
emitting  positrons  during  the  collision.  PracSys's  system  uses 
a  nine-foot-long  tube  to  boost  an  ion's  energy  and  smash  it  into 
the  target.  The  company  expects  demand  from  hospitals  to 
surge  when  its  first  model  debuts  within  two  years. 


THE  CRACK  IN  JAPAN'S  CHIP  MARKET 
COULD  BE  SMALLER  THAN  IT  LOOKS 


1991  chip  revenues 


Billions 


At  first  glance,  U.  S.  chip 
companies  appear  to  be 
gaining  in  their  efforts  to  sell 
in  Japan.  A  survey  by  the 
Semiconductor  Industry  Assn., 
a  U.  S.  trade  group,  shows 
that  foreign  suppliers  in- 
creased their  share  of  the  Jap- 
anese market  in  the  second 
quarter  by  up  to  one  point 
over  the  first  quarter's  14.6%. 

Still,  one  market  researcher 
thinks  the  gain  is  overstated. 
In-Stat  Inc.  has  reevaluated 
the  Japanese  market  by  look- 
ing more  closely  at  how  many 
chips  Japanese  companies  buy 
from  their  own  subsidiaries. 
With  those  purchases  added,  the  size  of  Japan's  market  in- 
creases by  nearly  $3  billion,  to  $23.8  billion  in  1991.  That  would 
drop  foreign  market  share  to  12.8%  and  moves  NEC  from  third 
place  to  first  among  the  world's  top  chipmakers.  Either  way, 
foreign  companies  will  have  a  tough  time  capturing  20%  of  the 
Japanese  market  by  yearend,  the  goal  in  a  trade  agreement 
signed  last  year.  To  help  out,  the  Electronic  Industries  Associ- 
ation of  Japan  has  opened  an  office  in  Foster  City,  Calif.,  to 
provide  U.  S.  companies  with  advice  and  Japanese  contacts. 
Some  U.  S.  managers  contend  the  move  is  merely  for  show. 


1. 

NEC 

$5.1 

2. 

TOSHIBA 

4.8 

3. 

INTEL 

4.0 

4. 

HITACHI 

3.8 

5. 

MOTOROLA 

3.7 

6. 

TEXAS  INSTRUMENTS 

2.7 

7. 

FUJITSU 

2.7 

8. 

MITSUBISHI 

2.5 

9. 

PHILIPS/SIGNETICS 

2.0 

10. 

MATSUSHITA 

1.9 

DATA:  IN-STAT  INC. 
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to  help  them  have 
healthier  babies. 


Healthy  Beginnings  is  a  group  plan  that 
teams  our  nurses  with  expectant  mothers. 
They  work  together  during  pregnancy  to 
make  sure  the  mother  receives  proper  pre- 
natal care,  such  as  regular  doctor  visits 
and  advice  on  lifestyle  and  nutrition.  Help- 
ing a  baby  be  strong  and  healthy  can  save 
on  medical  costs.  It's  also  a  nicer  way  for  a 
child  to  come  into  the  world.  To  learn  more, 
write:  Healthy  Beginnings.  RO. 
Box  .30.3.  Hartford,  CT  06141. 
Aetiia.  A  policy  to  do  morel" 
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DESIGNERS  ^^mm 


THE  EMPRESS 

OF  SEVENTH  AVENUE 


In  the  fragile  world  of  fashion,  Donna  Karan  is  a  sure  thing 


They're  just  so  New  York.  Donna 
Karan  and  Stephan  Weiss,  fashion 
desit^ner  and  sculptor,  l)urnished 
from  summer  weekends  in  the  Hamp- 
tons and  glowing  with  the  knowledge 
that  they'i'e  hot  and  getting  hotter.  Don- 
na is  wearing  black,  of  course,  because 
she's  in  Manhattan  (white  is  reserved 
for  the  beach).  Weiss,  his  silver  hair 
pulled  back  in  a  tight  ponytail,  has  on 
one  of  her  new  men's  suits.  They're  dis- 
cussing their  burgeoning  apparel  compa- 
ny, Vmt  they  can't  help  slipping  in  a  little 
Ti"acy-Hepburn  from  time  to  time: 
"You're  wearing  someone  else's  shirt, 
darling,"  Donna  says.  "Are  you  wearing 
my  shoes?"  "No,  sweetheart,"  Weiss  re- 
torts. "These  are  my  shoes.  Your  heels 
kill  my  feet." 

Perfect.  A  little  banter,  a  bit  of  clever 
repartee.  This  is  Seventh  Avenue,  af- 
ter all,  where  wit  and  glamour  are  a 
kind  of  currency.  Donna  Karan  has  been 
here  since  she  was  19,  and  she  knows 
how  it  all  works.  First,  you  make  a  rep- 
utation, then,  you  make  the  scene.  Be- 
fore you  know  it,  Mitrphi/  Biviois  Can- 
dice  Ber'gen  accepts  her  Emmy  wearing 
one  of  your  $490  "cold  shoulder" 
bodysuits,  and  everybody  else 
wants  one,  too. 

For  many  in  fashion,  the  hard 
part  is  making  money— and  keeping 
it.  But  Donna  Karan,  one  of  the 
world's  most  popular  designers,  is 
doing  that  as  well.  Since  1985,  she 
has  built  a  $270  million  business 
that  should  toj)  $400  million  by 
1994.  Her  talent  for  marketing, 
it  turns  out,  rivals  her  gift  for 
design.  By  transferring  the  ca- 
chet of  her  high-priced  designer 
label  to  a  cheaper  (though  by  no 
means  cheap)  line  of  sportswear 
called  DKNY,  she  created  a  rich  av- 
enue for  growth.  And  by  control- 
ling the  new  lines  herself  instead  of 
just  licensing  her  name,  she  pock- 
ets all  the  profits. 

As  Karan,  43,  expands  into  casu- 
al men's  and  children's  apparel  this 
year— while  launching  a  women's  fr 
grance  and  a  line  of  lingerie— com- 


l)arisons  are  l)eing  drawn  with  mighty 
Liz  Claiborne  Inc.,  long  a  Wall  Street 
darling  because  of  its  fast  gi'owth  and 
consistent  profitability.  That  kind  of 
clout  is  a  long  way  off,  but  "for  the  last 
18  months,  everything  Donna  has 
touched  has  been  gold,"  says  Andrea 
Jung,  an  executive  vice-president  at  Nei- 
man-Marcus  Co. 

ECLECTIC.  That  would  explain  the  hum 
at  Karan's  recent  show  to  introduce  the 
racy  DKNY  spring  line,  which  includes 
new  men's  and  children's  sportswear. 
As  tattooed  models  sauntered  down  the 
runway,  the  eclectic  combination  of 
styles  looked  like  Hell's  Angels  meets 
the  Hamptons.  Still,  the  top  executives 
of  Macy's,  Saks  Fifth  Avenue,  Federa- 
ted Department  Stores,  and  Bergdorf 
Goodman  sat  expectantly.  "Donna  takes 
basic  commodities  and  elevates  them," 
says  Saks  Vice-Chairman  Philip  Miller, 
who  expects  to  sell  $50  million  worth 
of  Karan's  merchandise  in  1993.  "She 
brings  something  that's  beyond  The 
da])." 

Beating  The  Gap  Inc.,  the  nation's 
preeminent  specialty  retailer,  is  some- 
thing department   stores  very 
much  want  to  do.  So  they  bend 


over  backward  to  please  Karan.  Thi 
Christmas,  Neiman-Marcus  is  produciii 
a  separate,  52-page  glossy  catalog  fealui 
ing  the  full  Donna  Karan  assortnicni 
And  Bloomingdaie's,  in  return  for  tli 
exclusive  right  to  launch  her  perfimie,  i 


(WITH  MONEY) 

I 
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K^arans 
new  perfume  (in  a  bottle 

designed  by  husband 
Weiss)  will  debut  in  every 
window  of  Bloomingdale's 
flagship  store 


splaying  the  fragTance  in  every  win- 
)w  at  its  flagship  Manhattan  store, 
hen  Bloomie's  relocated  Ralph  Lau- 
n's  Safari  fragrance  to  make  room  for 
aran's  scent,  Lauren's  perfume  people 
ent  wild.  Bloomie's  tried  to  pacify  the 


vaunted  designer  with  better  signs— but 
wouldn't  budge  otherwi.se. 

Karan  learned  the  fashion  business 
early.  Her  father,  a  tailor  named  Gabby 
Faske,  died  when  she  was  3,  and  she 
was  raised  by  her  mother,  Helen,  a 
showroom  model  in  Manhattan.  Donna 
I'^aske  graduated  (barely)  from  high 
school  and  attended  New  York's  Par- 
sons School  of  Design  until  she  dropped 
out  to  join  Anne  Klein  &  Co.  Klein  be- 
lieved her  new  assistant  was  talented 
Init  fired  her  after  several  months.  Klein 
thought  Donna  was  too  preoccupied  with 
a  lioutiijue  owner  named  Mark  Karan. 

Donna  later  married  Karan,  and  Klein 
eventually  hired  her  back.  Over  the  next 
15  years,  Karan  became  a  top  Anne 
Klein  designer.  In  1983,  she  and  design- 
er Louis  DeirOlio  launched  Anne  Klein 
n,  a  moderately  expensive  line  of  wom- 
en's career  wear.  It  took  off,  but  Karan's 
plans  foi-  it  rul)l)ed  Anne  Klein's  Japa- 
nese owner,  Takihyo  Inc.,  the  wrong 
way.  So  she  was  fired  again— sort  of. 
Takihyo  President  Frank  Mori  urged 
her  to  launch  her  own  company— with 
Takihyo's  money.  When  Karan  balked, 
he  let  her  go.  "There  was  a  bit  of  si- 
lence, some  tears,  and  Donna  said:  'You 
can't  mean  that,' "  Mori  recalls.  He  did, 
and  in  1985,  she  started  Donna  Karan 
Co.,  50%  owned  l)y  Takihyo. 

After  divorcing  Mark  Karan  in  1976 
(he  still  sells  her  clothes  in  two  Long  Is- 
land bouticjues),  Donna  moved  in  with 
Weiss  and  married  him  in  1983.  He 
joined  the  business  as  her  partner  and 
still  sculpts  a  couple  of  days  a  week. 
(He  designed  the  bottle  for  her  per- 
fume.) Together,  Karan  and  Weiss  be- 
came fixtures  on  the  New  York  social 
scene,  settling  into  a  new  house  in  East 
Hampton  and  entertaining  stars  such 


The  ultra-expensive  Donna 
Karan  Collection  (far  left  and 
right)  now  includes  couture 
menswear.  The  less  pricey 

DKNY  lines,  which  range 
from  yuppie  weekend  wear 
to  downtown  street  looks 
(center),  &ve  expanded  to 
include  both  men's  and 
children's  attire 


as  Barbra  Strei.sand  and  Liza  Minnelli. 

Like  many  designers,  Karan  can  be 
harshly  demanding— even  imperious— at 
work.  But  her  great  asset  is  that  she 
never  lets  her  ego  get  in  the  way  of 
her  marketing  programs.  She  admits 
she's  less  than  gorgeous  and  even  uses 
that  to  her  advantage.  Her  customers 
know  she's  not  some  fey  couturier  sit- 
ting in  Paris  designing  party  dresses. 
"I  don't  present  myself  as  picture-per- 
fect," says  Karan.  "Because  of  the  real- 
ity, I've  been  able  to  talk  to  people." 
SCHMOOZINO.  Karan  advertises  much 
more  than  most  designers,  adding  bus 
shelters,  telephone  Ixwths,  and  the  walls 
of  highly  visible  buildings  to  the  usual 
mix  of  glossy  high-fashion  magazines. 
She'll  spend  a  hefty  $10  million  on  ads 
this  year  and  $15  million  next  year.  She 
also  sells  her  message  personally— some- 
thing most  designers  don't  like  doing. 
At  "trunk  shows"  for  couture  custom- 
ers, she  has  breakfast  with  them  and 
explains  why  her  clothes  are  special, 
with  shapes  that  camouflage  the  hips 
and  stomach.  "We've  got  to  accentuate 
the  positive,  delete  the  negative"  is  a 
familiar  Karan  refrain. 

That's  easy  to  do  when  things  are  go- 
ing so  well.  Karan,  Weiss,  and  their 
chief  operating  officer,  Stephen  Ruzow, 
hope  the  new  scent.  Donna  Karan  New 
York  Parfum,  can  blo.ssom  into  a  beauty 
business  featuring  cosmetics.  And  they 
see  strong  potential  abroad  for  both  the 
haute-couture  collection  and  DKNY.  Un- 
der Weiss's  direction,  the  company  even 
plans  to  open  50  to  75  freestanding 
stores  in  the  U.  S.  To  help  pay  for  the 
expansion,  the  Karan  team  floated  the 
idea  of  a  public  offering,  though  for  now, 
those  plans  are  on  hold. 

The  bigger  Donna  Karan  gets, 
however,  the  trickier  success  will 
be.  Some  think  DKNY's  quality 
doesn't  wan-ant  the  prices.  And  the 
threat  of  Karan's  own  shops  is  iiri- 
tating  department  stores.  As  for 
,     the  beauty  busine.ss,  giants  such 
as  Unilever  and  Cosmair  make 
it  intensely  competitive. 

Despite  the  risks,  Karan's 
reputation  usually  stirs  com- 
ments such  as  this  one  from  long- 
time retail  investment  banker  Gil- 
)ert  Harrison:  "They're  branching 
into  categories  where  it's  possible  to 
reach  Liz  Claiborne's  size."  But  Ka- 
ran may  be  looking  beyond  Seventh 
Avenue.  "I  mu.st  tell  you,"  she  says, 
"[my  astrologer]  sees  me  doing  some- 
thing in  1997  that  is  very,  very  differ- 
ent from  what  I'm  doing  now.  It  has 
nothing  to  do  with  fashion.  I'm  dying 
to  know  what  it  is." 

By  Laura  Zinn  in  New  York 
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innovation  and  technological 

leadership,  Samsung 

has  become  one  of  the  world's 

fastest-growing  resources. 

Not  only  are  we  at  the  forefront 

of  electronics,  but  we've 

received  worldwide  recognition 

for  our  advances  in 

chemicals  and  engineering  as 

well.  Below  are  just 

a  few  examples  of  how  we're 

making  technology  work 

for  everyone.  For  more,  write  P.O. 

Box  260,  Ridgefield  Park, 

NJ  07660.  Fax  201-229  6058. 

SAMSUNG 

Technology  that  works  for  life. 
ELECTRONICS 

64  M  DRAM  semiconductors 

RISC  workstation 

100,000  circuit  phone  switching 

Laser  disc  player 

279-gram  cellular  phone 

Handwriting  recognition  PC 

ENGINEERING 
Double-hull  oil  tanker 
Liquified  natural  gas  tanker 
Panamax  container  ship 
Post-Panamax  container  crane 
MX  series  excavators 

CHEMICALS 
Alpha  interferon 
IPP  superfine  wool 
Petrochemicals 

©  1992  The  Samsung  Group 


ocial  Issues 


Commentary/by  Kathleen  Madigan 


YOU  WANT  'FAMILY  VALUES'?  THEY'LL  COST  BILLIONS 


A parent  on  hand  when  children 
get  home  from  school.  Students 
getting  the  best  education  pos- 
sible. More  police  on  the  beat,  fewer 
drug  addicts  on  the  streets.  More  indi- 
vidual responsibility,  more  compassion. 
In  two  words,  "family  values." 

The  call  to  defend  "traditional"  val- 
ues was  the  centerpiece  of  the  Republi- 
can Party's  convention,  and  it  is  hard 
to  come  out  against  the  family,  or  bet- 
ter schools,  or  safer  communities.  May- 
be, that's  why  no  one  in  the  GOP 
camp — or  the  Democratic  one,  for  that 
matter — discusses  the  costs  to  our 
economy  of  resurrect- 
ing a  Father  Knows 
Best  lifestyle.  The 
costs  involve  parents 
leaving  their  jobs,  less 
income  to  support  con- 
sumer spending,  and 
shifts  in  government 
resources  to  train  po- 
lice and  address  our 
social  woes — changes 
in  public  spending 
that  have  never  been 
popular.  The  reason 
family  values  are  so 
valuable  is  that  they 
carry  a  large  price 
tag. 

Perhaps  the  biggest 
expense  to  recreating 
a  1950s'  sitcom  is  hav- 
ing a  parent  staying 
at  home.  Certainly, 
most  families  would 
love  to  have  that  option,  but  can  this 
economy  afford  to  lose  14.3  million 
workers?  That's  the  number  of  fam- 
ilies with  children  in  which  both  par- 
ents work,  according  to  the  Labor 
Dept.  Supposedly,  one  parent  should 
give  up  his  or  her  job  to  tend  the  off- 
spring. But  that  would  cause  a  severe 
labor  shortage  in  the  U.  S.  As  lengthy 
as  unemployment  lines  seem,  the  9.7 
million  jobless  wouldn't  offset  the  loss 
of  these  moms  or  dads.  Add  in  discour- 
aged workers  who  have  given  up  look- 
ing for  work,  and  the  pool  of  labor 
increases  only  to  10.8  million. 

The  resulting  loss  of  income  from  so 
many  people  leaving  the  labor  force 
would  also  be  detrimental  to  the  de- 
mand side  of  this  economy.  For  most 
households,  the  second  income  is  not  a 


luxury  but  a  necessity.  In  fact,  women 
going  to  work  was  the  major  reason 
family  incomes  increased  in  the  1970s 
and  1980s.  Working  mothers  bring 
home  29%  of  their  households'  average 
incomes:  Their  salaries  account  for 
7.27'  of  all  wages  and  salaries  in  the 
U.  S.  Knock  those  wages  off  the  books, 
and  you  reduce  already  sagging  con- 
sumer spending  by  5%.  Presumably, 
wages  would  have  to  rise  not  only  to 
compete  for  workers  in  tighter  labor 
markets  but  also  to  help  families  make 
ends  meet.  Businesses  probably 
wouldn't  like  the  extra  push  to  labor 


FATHBR  KNOWS  BEST:  THE  ECONOMY  CAN'T  AFFORD  MANY  STAY-AT-HOME  PARENTS 


costs — their  largest  expense.  Plus, 
faster  wage  growth  would  tend  to 
boost  inflation  and  interest  rates. 

Such  losses  are  the  unseen  costs  of 
family  values,  but  there  are  also  explic- 
it outlays  that  would  tap  into  already 
strained  public  coffers.  Vouchers  for 
school  choice,  for  example,  wouldn't 
come  free.  The  cost  of  private  school- 
ing now  comes  entirely  out  of  a  fam- 
ily's personal  budget.  But  with  vouch- 
ers, state  and  local  governments 
would,  in  effect,  subsidize  that  tuition: 
Depending  on  the  amount  of  the 
voucher,  the  price  tag  could  be  any- 
where from  $5  billion  to  $20  billion  na- 
tionwide. Since  states  would  have  to 
get  that  money  from  somewhere, 
"there  is  marginal  evidence  that  choice 
will   raise   taxes,"   says   Charles  F. 


Manksi,  an  economics  professor  at  th< 
University  of  Wisconsin  at  Madisoi 
who  has  studied  the  voucher  system. 

Other  programs  promoting  tradition 
al  values  also  are  popular — as  long  as 
no  one  mentions  the  costs.  Both  Presi 
dent  Bush  and  Governor  Clinton  favoi 
more  police  to  make  our  neighborhoods 
safe  again.  But  police  training  costs 
from  $15,000  to  $20,000  per  office) 
across  the  nation,  according  to  th( 
Washington-based  Police  Foundation. 
TREATMENT  TAB.  Another  social  gooc 
would  be  treating  the  estimatec 
600,000  hard-core  drug  users.  Thai 
would  cost  some  $8.] 
billion,  says  the  Phoe 
nix  House  Founda 
tion — about  $1  billior 
more  than  President 
Bush  pulled  out  of  the 
Treasury's  hat  for 
post-Hurricane  Ann 
drew  relief.  So  why 
hasn't  government 
provided  funding  for 
treatment  before 
now?  Dr.  Mitchell  S. 
Rosenthal,  president 
of  Phoenix  House,  a 
drug-treatment  center 
in  New  York  City, 
says  people  wrongly 
consider  drug  addic- 
tion a  crime,  not  a  dis- 
ease: "Drug  abusers 
are  the  reason  we 
must  put  three  locks 
on  our  doors.  We  pre- 
fer locking  up  drug  abusers  rather 
than  offering  treatment."  And  that's 
despite  evidence  that  the  cost  of  treat- 
ment is  peanuts  compared  with  the  $76 
billion  annually  that  drug  abuse  costs 
the  U.  S.  in  terms  of  crime,  lost  produc- 
tivity, and  health  care,  according  to  a 
study  done  by  the  University  of  South- 
ern California. 

But  America  didn't  devote  more 
money  to  social  programs  in  the  flush 
1980s.  Would  we  do  it  now,  when  fi- 
nances— both  in  government  and  in  the 
private  sector — are  extremely  tight? 
No  one  objects  to  building  an  America 
where  all  children  are  loved,  all  streets 
are  safe,  and  all  schools  are  efficient. 
No,  no  one  is  against  family  values. 
But  no  one  wants  to  pay  for  them, 
either. 
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This  way 
to  the  future. 


.\.^rt^oe  of  clever  thinking 
There's  been  no  shortage  01  tic 

,evo.ed.o  making  PCS  easy  for  peop>e.o  work  w„h. 
It's  prettv  much  a  done  deal. 

next  level  of  PC  productiviiy. 

Someonehadco.,aKeUeasytorPCstowo,k 

eacl,o*e,  someone. ad  ,0  see  .he  future 
esrablisl.  standards  and  do  .he  ,h,nK,ngbeh,nd  the 

fi,„PCsw,.hin.egra.edLANconnectiv„y. 

Thafsthe.hinkingbehlndthe/senes.u 
,„c,ndes  a  comprehensive  range  of  pr,ce<onrpe.l.,ve 

„„,ebooR  and  desktop  PCS  and  servers  .ha.  have 
r„ll..nne.worKlng  for  all  .hree  of  .he  mos.  popular 

network  operating  systems. 

call  1-800-472-3699,  ext.  106  to  see  what 

our  way  of  thinking  is  all  about. 

It's  called  Thinking  Ahead. 


The  Z- STATION 


ZENITH    DATA  SYSTEMS 

A  Bull  Company 


The  Z-NOTE'"  with 
READYDESK™  attached. 


,^0^  ^  .NOl-E  ....J  f^'^'^P^'""^'!!^ 'Kt'S^Zeni.h  Dau,  Systems  corporafon. 

Zeni.li  pa...  5';     ms  Corpo.ahon  u  [->.  s 


Purchase  an  Astra  SP  and  if 
your  bottom  Ikie  doesn't 
improve,  well  give  you 
$100,000. 

We're  so  convinced  that  the 
new  Astra  SP  is  the  right  business 
machine  for  yourlDusiness  that  we 
are  willing  to  make  you  this  offer. 
Why  are  we  so  confident?  Because 
it's  an  aircraft  that  delivers  speed, 
range  and  short-field  performance 
at  an  operating  cost  that's  so  com- 
petitive it  will  V 


ke  your 


even       ^^i^  ■ 
make  your 
Chief  Financial    Officer  smile.  So, 
to  prove  our  point,  if  your  bottom 
line  has  not  improved  after  the  first  - 
full  fiscal  year  frorrithe  time  you 
take  delivery  of  a  new  Astra  SP  from 
us.  we'll  give  you  $100,000(U.S.). 
Delivered  in  a  nice  leather  briefcase. 

Tlie  "magic" 
of  our  wing 

Astra  engineers  used  sophisticated 
computer  technology  to  design 
Astra's  unique  double  swept  wing.  ^ 


the  secret  to  our  "^^^^^^p 
high-speed,  high  altitude  -^''^^ 
performance  and  exception- 
ally smooth  ride.  And  unlike 
many  of  its  competitors.  Astra's 
wing  is  fitted  with  special  leading 
edge  slats  which,  together  with  its : 


"25.  ..28... 33...  our  number  of  world  speed  records  just  keeps  growing." 


Fowler  flaps,  allow  for  remarkable 
short-field  performance  and  safer 
take-offs  and  landings.  Certainly  a 
valuable  asset  to  have  for  greater 
accessability  to  tight,  inner  city  air- 
ports and  those  shorter  runways 
in  out-of-the-way  places.  This  ca- 
pability, alone,  can  help  improve 
your  business  and  save  you  time. 

And  given  the  same  travel  re- 
quirements, the  Astra  SP  will  use 
less  fuel  than  any  of  its  certified 
mid-size  competitors. 

Your  global 
office  in  the  sicy 

In  this  rapidly  changing  world  . 
of  global  business,  you  also  need 
to  consider  a  business  jet  that  can 
give  you  access  to  worldwide 
marketplaces.    ^  A 
Once  again, 
Astra  SP  is 

the  right  choice.  ^^^^^ 
Its  unequalled  ^I^B^^ 
performance  and         1„  i^- 
range  is  a  triumph  ^ 
of  design  finesse  over 
brute  power  And  Astra 

issoaerodynamicallyeffi- 
cient,  it  offers  the 
^l^j^^^^highest  operating 

Astra  already  has  33  world  speed 
records  to  its  credit. 

So.  when  you're  considering  the 
purchase  of  a  new  businessjet. 


here's  a  key  fact  to  remember: 
you'll  have  to  spend  at  least 
$7  million  more  to  match  the 
performance  and  versatility  of 
an  Astra  SR 

It  all  comes  down 
to  the  bottom  line 

Astra  SP  is  the  best  kept  secret  in 
the  industry.  And  with  good  rea- 
son. Because  Astra  gives  you  a  level 
of  high-speed,  long-range  and  short- 
field  performance  that  the  competition 
never  wants  to  talk  about. 
A  level  of  performance    ,  | 
that  will  improve  /  J 
your  bottom 


' '  and  we're 
^||&^   -    willing  to  put  up 

$100,000  to  prove  it. 
Now,  that's  an  offer  you  can't  refuse. 

For  the  details  and  effective  dates 
of  our  $1 00.000  offer  write  or  call 
our  President.  Roy  E.  Bergstrom. 
at 609-987-1125  or  fax  us  on 
your  business  letterhead  at 
609-987-8118  and  we'll 
be  pleased  to  send  you 
the  details. 


Leadership ...  by  design 


over  Story 


THE  SECRETIVE, 
VERSATILE 
BEHEMOTH  NOW 
CRANKS  OUT  NEARLY 


OF  JAPAN'S  GNP 


At  a  hushed  laboratory  overlooking 
the  Pacific,  Akira  Doi  is  spending 
another  autumn  evening  at  work. 
Disk  drives  whir,  and  complex  computer 
simulations  flash  across  brilliant  worksta- 
tion screens.  But  despite  the  high-tech 
ambience,  the  director  of  Hitachi  Ltd.'s 
Energy  Research  Lab  is  contemplating 
trains.  Japan  boasts  the  world's  most  ef- 
ficient rail  system,  with  700  sleek  Shin- 
kansen  bullet  trains  racing  each  day 
among  64  stations  up  and  down  Japan's 
spine.  But  that's  not  good  enough  for  the 
indefatigable  Doi  and  his  team.  They're 
dreaming  up  a  new  train — if  you  could 
call  it  a  train — that  makes  the  S/tinkau- 
sen  seem  more  like  a  steam  engine. 
Swapping  ideas  over  a  high-speed  com- 
puter network  with  engineers  at  a  half- 
dozen  other  Hitachi  labs,  they're  pooling 
knowledge  in  chips,  advanced  materials, 
superconductivity,  and  software. 

Already,  they  have  a  magnetic-levita- 
tion  prototype  that  whooshes  down  a 
guideway  at  300  mph  on  a  cushion  of  air. 
But  that's  just  a  start.  Their  goal  is  a 
nationwide  maglev  system  controlled  by  a 
huge  computer  network  that  will  behavr 
like  a  living  organism.  Jobs  such  as 
scheduling  and  driving,  now  done  by  hu- 
mans, will  be  surrendered  to  "intelligent" 
software,  which  will  also  untangle  tie-up.^ 
and  adjust  the  flow  of  trains.  It's  a  trans- 
port system  so  vast  and  complex  that  no 
single  Hitachi  executive  has  a  handle  on 
the  entire  blueprint.  Amazingly,  too, 
aside  from  some  concrete  and  steel,  Hita- 
chi could  build  it  all  in-house.  Says  Hita- 
chi Executive  Vice-President  Yutaka  Son- 
oyama:  "There's  no  other  company  in  the 
world  in  a  position  to  handle  this  kind 
of  thing." 

BIG  SHARE.  That's  no  idle  boast.  The  huge 
rail  system  is  just  a  small  slice  of  the 
secretive,  $62  billion  giant.  With  28  fac- 
tories, 800  subsidiaries,  and  320,000  em- 
ployees, Hitachi  cranks  out  nearly  2/'  of 
Japan's  yearly  gross  national  product.  No 
company  ever  occupied  so  much  of  the 
high-tech  waterfront  as  Hitachi. 

Mighty  IBM  and  Hitachi's  Japanese  ri- 
vals Fujitsu  and  NEC  make  computers, 
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but  they  don't  sell  $9  billion 
worth  of  TVs,  VCRs,  and  other 
consumer  electronics  products. 
There's  also  an  $20  billion  division 
that  makes  power  plants,  genera- 
tors, trains,  elevators,  and  robots, 
plus  a  computer  and  chip  division 
that  rakes  in  as  much  cash  each 
year  as  Motorola,  Intel,  and  Sun 
Microsystems  combined.  Even 
American  giant  General  Electric 
Co.  doesn't  compare.  It  gave  up 
chips  and  computers  years  ago  in 
the  face  of  blistering  competition 
from  Japan.  Single-handedly  lay- 
ing out  &/('  of  Japan's  corporate 
research  and  development  spend- 
ing, Hitachi  holds  the  largest 
portfolio  of  Japanese  patents  and 
has  topped  America's  list  of  pat- 
ent earners  for  most  of  the  last  decade. 

No  Japanese  company  is  as  difficult  to 
grasp  as  Hitachi,  partly  because  of  its 
amorphous  management  structure  and 
partly  because  its  huge  cadre  of  engi- 
neer-managers shuns  the  press.  Yet,  to 
understand  this  behemoth  is  to  penetrate 
to  the  core  of  Japan's  industrial  miracle 
and  to  understand  Japan's  continuing 
awesome  strength  as  the  world  moves 
into  a  new  high-tech  age.  In  the  sylvan 
seclusion  of  Hitachi's  Central  Research 
Laboratory  in  Tokyo,  the  new  mantra  is 
synergy  and  integration,  focusing  the  en- 
tire company  on  electronic  systems  for 
the  21st  century.  It's  a  vision  that  spans 
the  microscopic  and  the  majestic.  At  one 
end,  it's  about  circuits  packed  so  densely 
on  silicon  that  a  supercomputer  can  slide 
into  a  billfold.  At  the  other,  Hitachi  would 
help  build  huge  automated  factories,  steel 
plants,  and  "intelligent"  skyscrapers. 

Now,  Hitachi  President  Tsutomu  Kanai 
and  his  board  are  mapping  out  their 
strategy  for  the  1990s  and  beyond.  Rivals 


HITACHI  VS.  THE  COMPETITIO 

GENERAL 

1991  sales        ELEQRIC  MATSUSHITA  IBM 


$60  $65  $62 


are  watching  closely  because  Hitachi's 
approach  will  set  the  agenda  for  other 
integrated  electronics  companies  hoping 
to  navigate  this  period  of  technological 
upheaval.  Jarring  shifts  in  the  global 
computer  business  and  saturation  of  once 
booming  markets  in  chips  and  consumer 
appliances  have  pushed  the  Japanese 
electronics  sector  to  the  wall.  But  few 
doubt  the  stamina  of  Japan's  high-tech 
powerhouses,  among  which  Hitachi  is 
king.  War,  oil  crises,  and  high-yen  shocks 
have  made  them  only  more  resilient. 
Now,  as  second-tier  companies  fold  or 
consolidate,  the  giants  are  digging  in. 
While  U.  S.  technology  leaders  seem  bent 
on  downsizing  and  deconstructing  to 
shore  up  margins,  Hitachi  is  betting  that 
big  is  still  beautiful. 

It's  a  daring  bet  for  these  hard  times. 
Key  products  in  Hitachi's  lineup,  such  as 
televisions  and  video  cameras,  aren't 
moving  off  the  shelves,  and  Hitachi's 
memory-chip  sales  this  year  will  be  flat. 
In  computers,  the  world  is  evolving  away 


from  the  giant  mainframes  tha 
Hitachi  makes  best.  As  a  resul' 
in  the  fiscal  year  just  ended.  Hit; 
chi's  net  income  plunged  45'  ■ ,  l 
$1  billion,  on  flat  sales.  Operatin, 
margins  are  a  slim  4.5'^ ,  and  proi 
its  could  dip  again  next  year.  Bu 
typical  of  Japanese  giants.  Hit; 
chi  is  willing  to  take  the  low  mar 
gins  during  a  recession  to  keep  it 
empire  intact. 

NIGHTMARE.  In  fact,  the  spraw: 
ing  company  is  probably  the  bes^  | 
positioned  in  Japan  to  make  i'' 
through  the  turbulence.  It  is  sii 
ting  on  a  cushion  of  $12  billimi  i 
cash.  Builder  par  excellence  o 
steel  plants,  rail  cars,  and  ])e\ve 
generators,  Hitachi  has  a  luig-; 
share  of  Japan's  home  market  t 
guarantee  profits.  At  the  same  time,  it' 
racing  ahead  of  the  pack  in  blockbuste 
technologies  such  as  neural  networks,  a 
ready  field-testing  one  of  the  first  to  b 
embedded  on  a  silicon  chip.  By  drawin 
together  the  company's  far-flung  lab 
and  factories,  Hitachi  plans  to  do  nothin 
less  than  reinvent  the  world  out  of  it 
own  toy  box  of  machines  and  mad  sc 
ence.  "Something  major  is  required  t 
take  electronics  products  to  an  entirel 
new  stage,"  says  Kenichi  Imai,  directo 
of  research  at  Stanford  University's  Jj 
pan  Center  in  Kyoto.  "If  Hitachi  can' 
manage  that  transition,  nobody  can." 

Guiding  all  that  heavy  thinking,  alonj 
with  the  sprawling,  decentralized  struc 
ture,  makes  Hitachi  a  manager's  night 
mare.  But  insiders  say  Tsutomu  Kana 
63,  is  just  the  man  to  steer  HitacI 
through  the  coming  transition.  A  hands 
on  problem  solver  with  a  PhD  from  Tc 
kyo  University  and  20  years  in  Hitachi' 
hard-charging  energy  unit,  Kanai  is 
converted  Christian  and  a  tough  noncor 


HOW  HITACHI  MARSHALS  ITS  BRAIHPOWER 


PhDs  at  Central  Research 
Lab  in  Tokyo  to  dream 
up  its  newest  disk 


ine  company  often  taps  its 
dozens  of  divisions  for  projects: 


ENERGY 

Nuclear  engineers  at  Energy 
Research  Lab,  experts  in 
mind-boggling  computer 
simulation  software,  create 
a  computer  model  of  the 
complex  disk  drive 


ORGANIC  CHEMISTRY 

Meanwhile,  chemical  engi- 
neers at  Hitachi  Research  Lab 
concoct  new  organic  materials 
to  pack  more  data  on  the  spin- 
ning platter 


MICROMACHIN 

At  the  sarhe  time,  prod 
tion  engineers  focus  orj 
tiny  precision  motors  a 
as  the  robots  that  will 
assemble  the  drives 
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rniist.  He  prefers  a 
■If  game  with  his  wife 

de  rigueur  matches 
th  business  buddies. 
;  wears  corporate  blue 
its  today,  but  he's  no 
reer  bureaucrat.  An 
complished  nuclear  en- 
leer,  he  designed  and 
w  through  to  con- 
"uction  Japan's  first 
-domestic  nuclear 
wer  plant.  On  week- 
ds,  he  would  gladly 
/e  up  a  baseball  game 

practice  traditional 
llads  in  solitude. 
Kanai  is  now  being 
ited  by  tough  times. 
;'s  moving  quickly  to 
ian  up  the  damage 
)m  the  electronics  de- 
cle.  He  has  trans- 
rred  thousands  of 
)rkers  from  idled  vcR 
:tories  to  more  robust 
mts  in  the  power  sec- 
•.  He  has  frozen  mid- 
;  managers'  pay  and 
ished  top  executives' 
laries  up  to  \c>%.  He 
t  his  own  to  $306,000.  "Our  ordinary 
>rkers  have  been  hit  hard,"  says  Kanai. 
[anagers  must  experience  the  same 
id  of  pain." 

Kanai  is  also  retrenching  in  such  com- 
)dity  businesses  as  dynamic  random-ac- 
5s  memory  chips  (DRAMs)  and  other 
miconductors  under  price  pressure 
)m  Korean  competitors,  focusing  more 
niche  products  such  as  semicustom 
ips  and  microprocessors. 
Parlaying  Hitachi's  identity  as  both  a 
mputer  maker  and  industrial  heavy- 
sight,  Kanai  is  pushing  big  systems 
Djects.  One  plan  is  to  revolutionize  Ja- 
n's already  finely  honed  just-in-time 
distribution 
system.  In  the 
Shinjuku  Sta- 
tion district  of 
Tokyo,  a  com- 
puter-driven 
network  of  un- 
derground con- 
veyor belts  will 
someday  ban- 
ish delivery  ve- 
hicles from  the 
congested 
streets.  And  as 
Japan's  cities 
turn  more  to 
regional  power 
grids  and  "in- 
telligent" sys- 
tems, Hitachi 
will  be  there  to 
supply  comput- 
ers, software. 


engines,  and  elevators.  "With  Hitachi, 
you've  got  the  whole  solution  in  one 
place,"  says  Genya  Chiba,  vice-president 
of  the  government-backed  Research  De- 
velopment Corp.  of  Japan. 

Finally,  Hitachi  executives  are  careful- 
ly crafting  their  research  blueprint  for 
the  21st  century.  The  company  will  spend 
$4  billion  on  R&D  this  year.  While  some 
45%  is  headed  into  electronics,  giant  in- 
dustrial systems  and  urban  development 
projects  will  get  more  money  in  the  next 
decade.  And  future  energy  systems,  such 
as  clean  atomic  fusion  reactors,  are  also  a 
growing  priority. 

FINANCIAL  MUSCLE.  With  its  fat  reserves, 
Hitachi  can  deliver  on  its  promises.  In  the 
boom  days  of  the  1980s,  Hitachi's  conser- 
vative management  stood  on  the  sidelines 
while  rivals  Sony,  Matsushita,  and  others 
took  on  billions  of  dollars  in  debt  to  snap 
up  Hollywood  film  studios  and  U.  S.  chip- 
design  boutiques.  Today,  while  Fujitsu 
and  NEC  pay  huge  sums  in  interest,  Hita- 
chi enjoys  a  stream  of  interest  income. 
"Other  companies  can't  raise  cash,  except 
at  very  high  cost,"  says  Chuck  Goto,  gen- 
eral manager  of  equity  research  at  S.  G. 
Warburg  Securities  (Japan)  Inc.  in  Tokyo. 
"But  if  Hitachi  wants  more  revenues,  it 
can  build  a  new  plant.  It's  got  the  stron- 
gest balance  sheet  in  the  industry." 

Supported  by  such  financial  muscle,  Hi- 
tachi has  sheltered  its  R&D  operations 
better  than  most  competitors.  At  the  Sys- 
tems Development  Lab  in  a  Tokyo  sub- 
urb, weary  software  writers  unwind  at  a 
posh  new  clubhouse,  complete  with  tradi- 
tional gardens  and  tatami-mat  tea  rooms. 


And  it's  keeping  the  tap 
open.  Even  in  the  reces- 
sion, huge  sums  still 
flow  into  biotechnology, 
a  pursuit  that  is  unlikely 
to  benefit  Hitachi's  main 
electronics  businesses 
for  years  (page  99).  Says 
Kanai:  "Basic  science  is 
something  we  will  never 
sacrifice." 

As  Japan's  star  tech- 
nology innovator,  the 
company  has  also 
amassed  a  wealth  of  in- 
tellectual properties. 
One  of  the  few  blights 
on  its  record  was  the 
1982  FBI  sting  that 
caught  Hitachi  trying  to 
pirate  IBM  operating 
software.  Hitachi  settled 
out  of  court.  Still,  it 
ranks  No.  4  in  total  U.  S. 
patents  granted  since 
1963,  right  after  IBM, 
GE,  and  AT&T.  Says  Hita- 
chi Vice-President  Son- 
oyama:  "We  see  them, 
increasingly,  as  strate- 
gic assets."  Those  as- 
sets are  drawing  partners  from  around 
the  world  as  electronics  giants  rush  into 
alliances  to  save  costs.  Texas  Instru- 
ments Inc.  chose  Hitachi  to  co-develop 
future  DRA.M  products.  Other  partners  in- 
clude Hewlett-Packard  in  microproces- 
sors, GE  in  nuclear  reactors,  and  IBM  for 
huge  printers  that  attach  to  mainframes, 
a  niche  that  brings  Big  Blue  more  than  $2 
billion  a  year. 

Although  it  ranks  among  the  samurai 
of  Japanese  industry,  Hitachi  is  in  many 
ways  a  loner.  It  has  a  corporate  culture 
that  is  egalitarian  and  individualistic  in  a 
world  of  hierarchy  and  conformity.  Hita- 
chi engineers  delight  in  tales  of  solitary, 
misunderstood  researchers  who  pursued 
hunches  all  the  way  to  the  market.  Take 
the  story  of  Yasutsugu  Takeda,  Hitachi's 
top  R&D  administrator.  Arriving  in  the 
early  1970s  at  the  Central  Research  Lab, 
Takeda  began  studying  semiconductor  la- 
sers, which  emit  light  when  tweaked  with 
an  electric  current.  The  devices  were  in- 
vented at  GE  but  were  so  hard  to  fabri- 
cate that  GE  backed  out.  For  the  same 
reason,  "I  couldn't  get  any  Hitachi  fac- 
tory interested  in  commercializing  them," 
says  Takeda. 

Undaunted,  he  wrote  up  a  catalog  of 
semiconductor  lasers  he  could  custom- 
produce  at  his  workbench  and  mailed  it 
out  to  customers  such  as  IBM,  Bell  Tele- 
phone, Xerox,  and  Canon.  "Once  I  had 
orders  lined  up,  I  gave  the  list  to  the  head 
of  one  of  our  chip-production  plants,"  re- 
calls Takeda.  That  was  the  beginning  of 
Hitachi's  flourishing  optoelectronics  busi- 
ness. But  it  doesn't  end  there.  A  col- 
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)evelopment  Center 
sashi  Works  are 
i  bastions  of  chip 
e.  Together  they 
e  drive's  recording 
complex  microchip 


RemYourEIA. 


T  i  rhile  the  Lexus  ES300  sp 
f  T  sedan  won't  eliminate  tral 
it  will  certainly  help  you  negot 
your  way  through  it.  For  acce 
ation:  a  3.0-liter,  185-horsepov 


©1992  Lexui,  A  Division  Of  Toyota  Motor  Sales,  U.S.A.,  Inc.  Lexus  reminds  you  to  wear  seat  belts  and  obey  all  speed  laws.  For  more  information,  call  800-872-5398  (800-USA-LEXUS). 


/alve  V6  engine.  For  nimble 
iling:  progressive  power  rack- 
•pinion  steering.  And  for  sud- 
stops:  a  4-sensor,  3-channel 
■lock  braking  system. 


Maybe  all  this  helps  explain  why 
the  ES300  sports  sedan  garnered 
one  of  Automobile  Magazine's 
1992  All-Stars  awards  in  only  its  first 
year  of  production. 


Which,  as  you  might  have  guessed, 
is  way  ahead  of  schedule. 
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league  picked  up  where  Takeda  left  off, 
improving  the  materials  over  the  next  de- 
cade. Today,  Hitachi  has  a  607<  stake  of 
the  world  market  for  special  laser  devices 
that  zip  voice  signals  down  fiber-optic 
phone  lines.  American  Telephone  &  Tele- 
graph Co.  and  others  use  the  lasers  in 
their  transcontinental 
phone  networks. 

With  such  a  loose  and  de- 
centralized management, 
it's  often  hard  to  tell  who's 
in  charge.  But  the  place  has 
given  rise  to  some  unusual 
rebelliousness  that  pays 
off.  When  a  former  Hitachi 
CEO  decided  that  hydroelec- 
tric power  was  passe  in  the 
early  1980s,  he  tried  to  or- 
der a  research  team  in  that 
sector  to  disband.  Instead 
of  bowing  to  the  CEO,  the 
team  went  underground, 
taking  advantage  of  the 
ample  allotment  of  unnioni- 
tored  research  time  to  pur- 
sue the  project.  Several 
years  later,  they  surfaced 
with  a  new  system  that 
scored  big  with  power  com- 
panies facing  environmen- 
tal restrictions. 
ELITE  CORPS.  Decentraliza- 
tion is  the  creed  at  all  levels 
of  the  company.  Most  of 
Hitachi's  28  factories  func- 
tion virtually  as  separate 
companies,  spending  on  re- 
search as  they  please,  de- 
veloping their  own  products 
and  bringing  them  to  mar- 
ket. U  this  defies  rules 
taught  in  B-schools,  that's 
no  surprise:  None  of  the 
company's  top  executives 
has  an  MBA.  Indeed,  all  six 
men  who  have  stood  at  the 
helm  were  engineers.  But 
in  keeping  with  the  loose 
structure,  none  ever  be- 
came a  hallowed  presence 
on  the  scale  of  Akio  Morita 
at  Sony  Corp.  or  Konosuke 
Matsushita,  founder  of  the 
Osaka-based  Matsushita 
empire.  "It's  never  been 
easy  to  say  exactly  who  is 
steering  Hitachi,"  says 
Managing  Director  Takeda. 

Of  course,  management  at  Hitachi  isn't 
as  chaotic  as  it  seems.  Ten  executive 
managing  directors  watch  over  Tokyo- 
based  operating  divisions  responsible  for 
each  of  Hitachi's  main  businesses. 
They're  in  constant  touch  with  factory 
heads  in  their  bailiwicks  and  report  back 
to  Kanai  and  his  six  vice-presidents.  On 
the  research  side,  factories  commission 


and  pay  for  research  work  they  require 
from  any  given  laboratory,  while  head- 
quarters kicks  in  for  giant,  strategic  pro- 
jects such  as  maglev  trains,  demanding 
collaboration  from  groups  of  labs  and 
factories.  To  maintain  harmony,  the 
heads  of  all  the  labs  meet  twice  a  month 


WHAT  HITACHI'S 


3  TO  5  YEARS 

9  Neural  networks  on  silicon  chips  that  mimic  learning 
I    and  pattern-recognition  faculties  of  the  human  brain 
^  •  Multimedia  offices,  where  computers  have 

high-resolution  screens  and  hi-fi  audio  and  double 
'    as  video  conference  terminals 
P  •  Magnetic  levitation  trains,  at  three  times  the  speed 
I   of  today's  fastest  traditional  trains 

5  TO  10  YEARS 

•  Handheld  computers  that  obey  handwritten  or 
voice  commands  and  exchange  information  over 
radio  waves 

•  Virtual-reality  technology  that  allows  users  on  a 
network  to  meet  and  interact  in  computer-simulated 
environments 

^  10  TO  20  YEARS 

I    •  Superconducting  chips,  packing  1 00  times 

more  data  and  1 0  times  the  speed  of  today's  chips 
.    #  Neural  computers  made  of  tens  of  thousands  of 
I   powerful  microprocessors,  combining  optical  and 
electronic  circuits  and  able  to  learn  and  reason 

•  Electronic  switches  made  from  a  single  atom 

•  Translation  software  for  any  of  the  world's  languages 

•  High-definition  televisions  with  thin  liquid-crystal  or 
plasma  screens  more  than  30  inches  wide 

•  Underground  magnetic  levitation  conveyors  linked 
by  software  for  distribution  of  goods  in  congested  cities 

•  Fusion  reactors,  based  on  the  clean  process  that 
fuels  the  sun 

I  MORE  THAN  20  YEARS 

I    •  Biocomputers,  whose  organic  materials  can  repair 
themselves  like  living  creatures 

•  Intelligent  cities,  with  homes  and  offices  wired  with 
fiber  optics  that  send  voice,  image,  and  computer  data 

•   and  are  run  by  electronic  control  centers 


in  Takeda's  spacious  office  across  from 
the  Imperial  Palace  in  Tokyo. 

If  there  are  any  heroes  within  the 
loosely  knit  organization,  they  are  Hita- 
chi's elite  corps  of  more  than  1,200  PhD 
engineers.  Their  advanced  degrees,  most- 
ly earned  after  joining  the  company,  win 
them  a  place  in  a  shadow  society  at  Hita- 
chi called  Henjinkai,  or  oddball  club.  The 
group  was  created  years  ago  to  forge 


stronger  links  among  gifted  researche 
at  Hitachi's  scattered  facilities.  Menibe 
fraternize  at  technical  conferences,  sw 
ideas,  and  informally  advise  Hitach: 
board  on  important  technology  develo 
ments.  Top  guns  do  their  most  far-o 
work  at  Hitachi's  Central  Research  La 
— ^^^^^  the  company's  spiritu 
I^^F^B  core.  On  a  51-acre  refuj 
Ji  l'^^^  west  of  Tokyo,  they  co 
template  micromachin 
and  virtual  reality  as  thi 
stroll  on  pathways  throuj 
natural  forest  and  mai 
cured  gardens  or  work  o' 
in  the  Olympic-size  swii 
ming  pool 

RESEARCH  WEB.  Such  Coll 

giality  also  helps  Hitac 
tap  the  vast  experti 
housed  across  the  comp 
ny's  dozens  of  division 
When  the  prototype  of  tl 
maglev  train  recently  spi 
tered,  the  company  oou 
draw  on  Doi  at  the  Ener 
Lab  and  his  supercomput( 
mavens  to  work  out  desij 
flaws.  Doi  in  turn  could  c; 
on  engineers  in  Mito  Worl 
to  help  modify  the  train  d 
sign.  In  the  same  manne 
Hitachi  uses  no  less  th£ 
seven  laboratories  to  co: 
tribute  their  specialties 
robotics,  organic  chemistr 
and  supercomputer  mode 
ing  to  perfect  the  world 
highest-performance  di 
drive  (table,  page  94). 

Hitachi's  research  we 
has  spread  to  include  a 
plied  math  in  Dublin,  hig 
speed  chips  at  Britain 
Cambridge,  and  U.  S.-sty 
high-definition  television  : 
Princeton.  It  has  recruite 
the  best  and  brightes 
Electronics  superstar  Jac 
S.  Fuhrer,  former  head  ( 
TV  research  at  the  Dav 
Sarnoff  Research  Cente 
runs  the  Princeton  lab. 

The  roots  of  Hitachi's  o 
session  with  researc 
stretch  back  to  the  comp 
ny's  origins,  in  1910,  as 
electrical  repair  shop  fc 


motors  imported  from  the  U.  S.  and  E 
rope.  When  World  War  I  interrupted  m 
chinery  imports,  homegrown  productic 
became  a  national  mission.  Working  oi 
of  a  cramped  shed  in  a  small  fishing  v 
lage  north  of  Tokyo,  Hitachi  founder  N 
niihei  Odaira  and  a  coterie  of  fellow  ele 
trical  engineers  from  Tokyo  Universit 
began  taking  orders  for  small  motors  ar 
other  electrical  equipment.  What  could  r 
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WHERE  PURE  SCIENCE  CALLS  THE  SHOTS 


Listening  to  Takeshi  Sakamoto 
talk  about  his  work  at  Hitachi 
Ltd.'s  Advanced  Research  Lab,  I 
ave  a  sense  of  unreality.  The  33-year- 
Id  PhD  physicist  is  obsessed  with  a 
ght-sensitive  protein  called  rhodop- 
in,  extracted  from  the  retina  of  an 
ctopus.  He's  training  powerful  micro- 
2opes  on  it  and  probing  it  with  nucle- 
r  magnetic  resonance  and  X-ray  crys- 
lUography.  He  has  studied  its  gene 
squence,  pondered  its  455  amino  ac- 
Is,  synthesized  the  genes  chemically, 
nd  mass-produced  them  in  colonies  of 
Escherichia  coli  bacteria.  Asked  what 
11  the  excitement  is  about,  Sakamoto 
3olly  replies:  "This  protein  responds 
ifferently  to  red  and  blue  light.  I 
eed  to  understand  why." 
It's  the  kind  of  story  you  hear  of- 
in — but  never  quite  get  used  to — at 
lis  gleaming  new  facility,  two  hours 
'est  by  train  from  Tokyo.  Some  of 
akamoto's  colleagues  are  using  gene- 
plicing  techniques  to  speed  up  the 
rowth  of  plants  such  as  saf- 
'on  and  stevia,  a  sugar  substi- 
ite.  That,  at  least,  strikes  me 
3  vaguely  commercial.  But  I 
in't  help  wondering  why  Ja- 
an's  premier  integrated  elec- 
•onics  firm  is  sinking  precious 
inds  into  octopus  retinas  and 
iffron  at  a  time  when  so  many 
f  its  principal  products  are 
lumping. 

UANTUM  lEAP.  The  answer,  ac- 
miing  to  ARl,  General  Manag- 
f  Shojiro  Asai,  is  hidden  in  the 
uestion.  Precisely  because 
lainframe  computers  and 
RAMs  are  no  longer  making 
loney,  Hitachi  needs  to  make  a 
uantum  leap  beyond  them, 
nd  basic  research  is  the  only 
ay.  Biology  could  turn  out  to 
e  the  ultimate  shortcut.  Just 
link,  says  Asai,  of  the  vast 
mounts  of  genetic  information 
lat  living  cells  pack  into  fan- 
istically  small  dimensions.  Un- 
)cking  the  secret  would  revolutionize 
ata  storage. 

Biology  is  just  one  of  four  parts  of 
sai's  research  agenda.  The  others 
re  electron-  and  radiation-beam  phys- 
;s,  software,  and  new  materials, 
lach,  he  says,  is  key  to  creating  infor- 
lation  sciences  of  the  21st  century, 
llectron  beams  power  the  world's 
ighest-resolution  microscopes.  Soft- 
'are  will  enable  machines  to  duplicate 
uman  reasoning.  As  for  new  niateri- 
Is,  silicon  isn't  always  going  to  fit  the 


bill  as  a  substrate  for  electronic  and 
optical  devices.  In  its  place,  new  com- 
pounds could  contain  secrets  that  we 
can't  even  guess  at.  "There's  no  rea- 
son," says  the  51-year-old  physicist, 
"that  we  can't  discover  another  work- 
ing principle,  at  near-atomic  dimen- 
sions, where  we  can  store  and  process 
information." 

Asai  dreams  of  a  discovery  so  mo- 
mentous that  Hitachi  could  never  mo- 
nopolize it.  "I'm  thinking  of  the  origi- 
nal transistor,"  he  says.  "It  was  such 
a  huge  invention  that  Bell  Labs 
couldn't  fully  exploit  it  on  its  own.  If 
we  make  a  breakthrough  of  sufficient 
scale,  everybody  will  share  the  bene- 
fits." Asai  is  convinced  that  if  he 
takes  the  brightest  researchers  and 
hands  them  the  best  possible  tools, 
one  of  them  is  bound  to  make  a  major 
breakthrough. 

Commanding  ARL's  thrust  in  beam 
physics  is  Akira  Tonomura,  creator  of 
one  of  the  world's  most  powerful  mi- 


croscopes, pioneer  in  the  study  of  elec- 
tron waves,  and  one  of  Japan's  lead- 
ing candidates  for  a  Nobel  Prize. 
Tonomura  supervises  25  other  physi- 
cists in  a  separate  wing  of  the  lab. 
Their  tools  are  five  giant  field-emis- 
sion electron  microscopes,  which  Tono- 
mura originally  developed  at  a  cost  of 
$3  million.  Exploiting  principles  akin 
to  optical  holography,  the  machines 
can  produce  three-dimensional  images 
of  the  gently  sloping  surfaces  of  indi- 
vidual atoms. 


Some  members  of  Tonomura's 
group  are  charting  the  unejq^lored 
contours  of  exotic  new  materials.  Oth- 
ers are  studying  the  characteristics 
that  cause  superconductive  oxides  to 
lose  electrical  resistance  when  chilled 
in  liquid  nitrogen.  One  and  all,  they 
have  been  drawn  to  Hitachi  by  the 
unparalleled  equipment  and  expertise 
the  firm  can  throw  at  a  scientific  prob- 
lem. "Hitachi  has  the  historical  basis, 
the  technical  basis,  and  the  funds  to 
pursue  this  brand  of  physics,"  says 
36-year-old  Nobuyuki  Osakabe.  But 
the  real  force  that  lured  him  from  aca- 
deniia  to  Hitachi  was  an  instinct  even 
more  basic:  "I  came  here  because  I 
wanted  to  see  and  understand  physi- 
cal events  that  no  one  had  ever  seen 
before." 

NO  SECRETS.  Assaulting  the  frontiers 
of  human  knowledge  is  a  common 
goal  at  ARL.  And  as  they  pursue  the 
unknown,  scientists  don't  have  to  wor- 
ry about  costs  or  results  in  the  mar- 
ketplace. That's  because  ARL  ad- 
ministrators deliberately 
remove  the  product-develop- 
ment pressures  that  burden  oth- 
er Hitachi  labs.  In  most  of 
them,  more  than  half  of  ongo- 
ing projects  are  funded  by  hard- 
driving  business  divisions.  In 
contrast,  the  ARL  gets  its  $33 
million  annual  budget  straight 
from  headcjuarters. 

Amazingly,  though,  there's 
no  fortress-type  feel  to  the 
place.  In  fact,  the  lab  is  a  mecca 
for  foreign  scientists.  And  Asai 
constantly  nudges  his  young 
staff  to  present  papers  at  inter- 
national symposiums.  Suppose 
all  this  futuristic  research  really 
does  produce  a  breakthrough,  I 
wonder.  Can  Hitachi  afford  to 
display  its  crown  jewels  so 
openly?  Answers  Asai:  "It's 
critical  for  people  to  go  out  and 
get  feedback  from  the  world's 
top  scientists." 
Perhaps.  But  by  doing  that,  Hitachi 
is  constantly  tipping  competitors  on 
what's  in  the  pipeline.  On  the  other 
hand,  I  have  spent  13  years  fighting 
for  better  access  to  Japanese  corpo- 
rate research,  so  I  find  the  open  spirit 
at  the  Advanced  Research  Lab  incredi- 
bly refreshing.  And  it  may  even  be 
sensible:  If  Asai-san's  wager  is  right 
and  atomic-scale  devices  become  a  re- 
ality, there  will  be  abundant  rewards 
for  everyone. 

By  Neil  Gross  in  Hatoyama 
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longer  be  purchased,  they  skillfully  re- 
verse-engineered. 

Through  the  war  years,  Hitachi's  prod- 
uct lines  expanded  as  orders  for  heavy 
equipment  streamed  in  from  power  com- 
panies, manufacturing  plants,  construc- 
tion companies,  and  the  military.  Odaira 
and  his  crew  fought  against  staggering 
disadvantages.  Rivals  Toshiba,  Mitsubishi 
Electric,  and  NEC  had  grown  up  within 
giant  industrial  combines  known  as  co/- 
batsu,  where  they  had  access  to  capital 
from  banks  at  the  center  of  each  group 
and  guaranteed  demand  for  their  wares 
from  other  group  members.  Upstart  Hita- 
chi, in  contrast,  had  nothing  to  depend  on 
but  superior  engineer- 
ing. And  even  in  the 
half-century  since  World 
War  n,  with  the  zai- 
batsu  disbanded — later 
to  become  keiretsu — Hi- 
tachi has  yet  to  shake 
the  image  of  the  country 
samurai,  or  nobushi. 
The  term  suggests  a 
scrappy  fighter,  unfa- 
miliar with  the  comforts 
and  the  political  wiles  of 
the  capital. 

Perhaps  because  the 
company  began  as  a  fed- 
eration of  fiercely  inde- 
pendent engineers,  it  di- 
versified and  grew 
without  any  command- 
ing managerial  pres- 
ence. Factories  sprang 
up  one  after  another, 
producing  everything 
from  electric  fans  to  gi- 
ant turbines  to  chips, 
V(;f;s,  and  computers. 
And  the  company 
spawned  hundreds  of 
subsidiaries  in  chemi- 
cals, construction  equip- 
ment, cable,  and  magnetic  recording  tape. 
Sales  quadrupled  from  1965  to  1975  and 
once  more  over  the  past  15  years.  Spec- 
tacular growth  masked  the  fact  that  no 
one  had  a  firm  grip  on  the  reins. 

Critics  complain  that  this  headlessness 
bred  inertia,  and  they  point  to  bungled 
starts  and  missed  opportunities.  In  the 
mid-1980s,  Hitachi  and  Toshiba  raced 
each  other  to  market  with  one-megabit 
DRAM  chips.  Then  the  high-yen  recession 
hit,  and  Hitachi  retrenched.  Toshiba  per- 
severed— and  got  rich  on  one  of  the  most 
profitable  chip  products  ever.  But  Hita- 
chi's looseness  has  paid  off  over  the  long 
haul.  Throughout  the  1960s,  computers 
soaked  up  an  inordinate  share  of  Hita- 
chi's R&D  outlays,  while  the  division  hem- 
orrhaged red  ink.  Under  identical  pres- 
sures, Matsushita  Electric  jettisoned  its 
computer  division  in  1964,  followed  by  Hi- 


tachi's two  mentors  in  data  processing, 
RCA  and  CK.  The  mass  retreat  sparked  a 
crisis  at  Hitachi. 

But  instead  of  leaving  the  field,  man- 
agement continued  to  subsidize  comput- 
ers with  cash  from  its  heavy-equipment 
businesses  and  from  sales  of  consumer 
products.  A  decade  later,  Hitachi  manag- 
ers celebrated  as  the  company's  IBM-com- 
patible mainframes  and  disk  drives  blos- 
somed into  the  company's  biggest  cash 
cow.  Even  today,  these  products  account 
for  more  than  a  third  of  revenues.  "Hita- 
chi never  backs  off  or  lets  go  of  a  divi- 
sion," says  Eiichi  Sano,  a  former  Toshiba 
manager  who  now  directs  research  at  a 


rjap  ELECTRONICS 
J  I  Mix  HOTSHOT  JACK 
FUHRER  RUNS  HITACHI'S 
PRINCETON  (N.J.)  LAB  . 
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government  manufacturing  promotion 
center.  "The  cum})any  is  thinking  years 
down  the  road." 

So  today,  while  most  companies  are 
wrestling  with  the  concepts  of  multime- 
dia products,  Hitachi  has  a  first  genera- 
tion in  production.  It  rushed  out  new 
workstations  fitted  with  video  cameras 
and  high-speed  chips  for  transmitting  im- 
ages and  stereo  sound,  allowing  for  glob- 
al videoconferences  with  data  swaps  and 
31)  graphics.  Hitachi  builds  huge  optical 
lil)raries  for  hospitals,  archiving  thou- 
sands of  patient  records  in  the  form  of 
digitized  X-rays,  CT-scans,  and  magnetic 
resonance  imaging,  or  .MRI,  tests. 

But  these  products  are  just  crude 
mock-ups  of  the  wonders  that  faster 
chips  and  better  software  will  usher  in 
(table,  page  98).  Top-ranked  scientists  at 
Hitachi's  main  lab  are  feverishly  pursu- 


ing communications  and  imaging  circuit 
that  will  lead  to  handheld  video  phone. 
No  more  fussing  with  keypads,  or  eve 
touch-screens:  The  palmtop  supercon 
puters  of  the  coming  century  will  accep 
voice  commands. 

VANGUARD.  Computer  networks  are  als 
poised  to  make  an  evolutionary  leap.  A 
the  Systems  Development  Lab,  Hitachi' 
elite  computer  architects  are  working  o 
software  that  would  let  a  network  oi 
say,  1,000  personal  computers  work  as 
single,  massively  parallel  supercomputei 
Since  each  desktop  on  the  net  would  pac 
the  power  of  today's  mainframes,  thei 
combined  potency  would  be  off  th 
charts. 

In  the  same  way,  b 
i.»ooling  its  strengths  i 
chips,  computers,  an 
audio-video  systems,  H 
tachi  plans  to  be  in  th 
vanguard  of  so-calle 
virtual  reality.  With  th 
combination  of  sophist 
cated  sensors  and  unlin 
ited  computing  powei 
people  will  someday  b 
able  to  meet,  work,  an 
entertain  themselves  i 
computer-generated  er 
vironments — a  coffe 
shop  in  Paris  or  the  dis 
tant  moons  of  Saturn- 
without  leaving  home. 

These  are  not  the  pre 
prietary  schemes  of  H 
tachi.  The  entire  globs 
electronics  industry 
caught  up  in  identic 
dreams.  At  the  momeni 
the  visions  are  caged  b 
the  economic  slump  an 
by  the  lack  of  industr 
standards  for  thes 
next-generation  proc 
ucts.  There  is  far  to  g 
in  this  brave  new  world  of  intelligent  ms 
chines,  and  of  course  Hitachi  won't  lea 
in  every  facet.  The  U.  S.  software  genius 
es  such  as  Apple,  IBM,  and  Microsoft  ar 
blazing  many  of  the  trails. 

But  Hitachi  has  an  awesome  collectio 
of  building  blocks,  from  integrated  cii 
cuits  to  wireless  communications  to  ful 
blown  industrial  systems.  More  than  eve 
befoi'e,  says  Kanai,  "our  different  bus 
nesses  are  revitalizing  each  other  an, 
making  us  stronger."  Hitachi's  good  foi 
tune  is  also  Japan's,  since  the  compan 
has  provided  the  underpinning  for  ever 
Japanese  electronics  effort  since  the  wai 
Today,  Hitachi's  factories  are  full 
staffed,  its  research  labs  well  funded,  an' 
its  coffers  flush.  When  the  new  techno 
ogy  paradigms  finally  fall  into  place,  H 
tachi  will  be  there. 

Bi/  Neil  Gross  in  Toky 
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Our  area  of  expertise. 


Our  name  may  suggest  that  Union  Bank 
of  Switzerland's  strengtlis  lie  outside  the  United 
States.  But  this  perception  can  be  misleading. 

For  as  a  universal  bank  with  a  truly  global 
presence,  what  UBS  otters  clients  in  the  U.S.  is 
significant,  as  well. 

Our  U.S.  operations  have  consolidated  ^issets 
of  over  $30  billion.  And  we  employ  more  than 
1500  protessionals  in  our  five  American  offices. 

All  of  which  makes  UBS  a  strong  and  grow- 


ing domesdc  force  in  areas  as  diverse  as  coiporate 
and  invesunent  banking.  Private  banlcing.  Institu- 
tional asset  management  and  treasury  services. 

Sound  reasons,  indeed,  for  doing  business 
with  one  of  the  world's  largest  tinancial  institu- 
tions. And  one  oi  a  veiy  tew  rated  Triple- A. 

Union  Bank  ot  Switzerland.  An  influential 
presence  in  any  tinancial  sphere  in  which  you 
wish  to  move. 


Union  Bank  of  Switzerland,  299  Park  Avenue,  New  York,  NY  10171 

Offices  in  North  America:  Chic.igo,  Houston,  l.os  Angeles,  San  Francisco,  Toronto,  Montreal 
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'CROSS  MY  HEART  AND  HOPE 
TO  DIE,  I'LL  CUT  THE  DEFICIT' 


A  pail'  of  political  unknowns  ask  candidates  to  take  a  pledge 


ressed  in  faded  jeans,  Jon 
Cowan,  27,  and  Rob  Nelson,  29, 
don't  much  look  like  prophets  of 
austerity.  Cowan  is  a  former  Democratic 
Hill  aide;  Nelson,  an  independent  politi- 
cal fund-raiser.  But  this  obscure  duo 
from  the  MTV  generation  is  trying  to 
hold  elected  officials  accountable  for  the 
red  ink  on  the  nation's  books.  They're 
asking  candidates  for  Congress — and 
the  White  House — to  sign  a  pledge:  If 
the  $300  billion-plus  budget 
deficit  isn't  cut  in  half  by 
1996,  they  won't  run  for 
reelection. 

Their  movement,  called 
"Lead  or  Leave,"  has  the 
great  virtue  of  reducing 
the  complexity  of  restoring 
fiscal  balance  to  a  bumper- 
sticker  slogan.  But  why 
would  politicians  promise 
to  end  their  careers  be- 
cause of  a  collective  failure 
that's  not  any  single  mem- 
ber's fault?  Because,  say 
the  "Lead  or  Leave"  orga- 
nizers, the  deficit  won't  be 
attacked  seriously  until  a 
majority  of  Congress  ac- 
cepts personal  responsibil- 
ity for  it.  By  November, 
they  hope  to  secure  the 
pledge  from  100  elected  of- 
ficials. Says  Nelson:  "If  we 
tie  [members']  political  ca- 
reers to  this,  reducing  the 
deficit  will  become  the 
highest  priority." 
GRINCHES.  That  may  sound 
like  civics-class  wishful 
thinking.  But  Cowan  and 
Nelson  are  off  to  a  surpris- 
ingly strong  start.  Seventy  candidates 
for  the  House  and  Senate,  including  10 
incumbents  and  15  likely  winners,  have 
sworn  to  lead  or  leave. 

Other  backers  include  such  budget 
grinches  as  investment  banker  Peter  G. 
Peterson,  former  Democratic  Presiden- 
tial contender  Paul  Tsongas,  and  retiring 
Senator  Warren  B.  Rudman  (R-N.  H.). 
They've  formed  a  nonprofit  outfit  called 
the  Concord  Coalition  to  force  politicians 
to  discuss  deficit  cuts.  Trade  hawk  Clyde 


V.  Prestowitz  Jr.  and  Richard  Dennis,  a 
well-known  Chicago  commodities  broker, 
are  helping  to  bankroll  Lead  or  Leave. 
Ross  Perot,  who  made  deficit  reduction 
the  centerpiece  of  his  abortive  Presiden- 
tial bid,  has  also  endorsed  the  pledge. 
But  he  has  given  no  money. 

When  Cowan  and  Nelson  first  started 
circulating  the  pledge  last  spring,  few 
politicians  took  them  seriously.  "Ridicu- 
lous," Tsongas  recalls  thinking.  "Then  I 


THE  PLEDGE 
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NELSON  AND  COWAN  ARE  OFF  TO  A  SURPRISINGLY  STRONG  START 


thought  some  more.  If  I  were  a  chal- 
lenger, I  would  love  this.  It  gives  you  a 
leg  up  on  any  incumbent." 

No  question,  it's  that  kind  of  year. 
Even  such  congressional  leaders  as 
House  Speaker  Thomas  S.  Foley  (D- 
Wash.)  and  Senate  Minority  Leader  Bob 
Dole  (R-Kan.)  have  been  hounded.  Ini- 
tially, GOPAC,  the  political-action  commit- 
tee run  by  House  Minority  Whip  Newt 
Gingrich  (R-Ga.),  told  its  candidates  to 
ignore  the  group.  But  Gingrich,  who  nar- 


rowly survived  a  primary  challenge,  no 
says  he  may  sign.  One  reason:  GOP  Se 
ate  hopeful  Paul  Coverdale  is  using  li 
pledge  conversion  to  hammer  incunihei 
Wyche  Fowler  Jr.  (D-Ga.).  And  in  Col 
rado,  both  Democratic  and  Repulilie; 
candidates  for  an  open  Senate  seat  ha\ 
been  badgered  into  taking  it. 

Even  before  Cowan  and  Nelson  a 
peared  on  the  scene,  some  pols  wei 
swearing  similar  oaths  on  their  own.  ] 
1986,  Senator  Kent  Conrad  (D-N.E 
promised  voters  he  would  make  a  b; 
dent  in  the  deficit  or  he  wouldn't  try  f( 
a  second  term.  To  everyone's  shoe 
Conrad  meant  it:  He  announced  his  r 
tirement  earlier  this  year.  "This  is  a  we 
to  get  enough  people  to  take  the  pledg 
together  so  that  nobody  has  to  fall  c 
their  sword  again,"  says  Cowan. 
HIT  BY  FURY.  The  beauty  of  devices  lit 
the  pledge  is  that  voters  tend  to  tal 
them  a  lot  more  seriously  than  Washin, 
ton  pundits.  New  Ham 
shire  conservatives  inven 
ed  their  famous  "no  ne 
taxes"  oath  a  few  yeai 
back,  and  in  a  desperal 
moment  during  the  19^ 
primary  campaign,  cane 
date  George  Bush  took  i 
He  was  totally  unprepan 
for  the  fury  that  hit  him 
1990  after  he  reneged. 

So  far,  both  Bush  an 
Democratic  challenger  B 
Clinton  are  ignoring  tl 
duo.  Neither  candidate  hi 
a  plan  to  eliminate  the  del 
cit  in  the  foreseeable  fi 
ture.  "These  guys  are  d 
ing  whatever  it  takes  t 
get  elected,  deficit  b 
damned,"  says  Carleto 
College's  Steven  Schier. 

Lead  or  Leave  is  no  bi{ 
budget  operation.  Cowa 
and  Nelson  hope  to  raii 
$160,000  by  Novembe 
largely  for  a  radio  and  MT 
ad  campaign.  They  are  als 
courting  actors  Toi 
Cruise,  Winona  Ryder,  an 
Christian  Slater  to  do  pn 
motions.  "It's  a  myth  tht 
young  people  don't  understand  the  def 
cit,"  says  Nelson.  "The  nation  has  take 
out  a  line  of  credit  in  our  names.  We  wi 
be  paying  the  rest  of  our  lives." 

The  populist  efforts  of  a  couple  c 
young  unknowns  are  unlikely  to  mak 
veteran  politicians  deal  with  the  defici 
But  as  George  Bush  keeps  saying,  it' 
weird  out  there  this  year.  Voters  ar 
angry  enough  with  politics  as  usual  th£ 
Lead  or  Leave  might  make  an  impact. 
Bi/  Douglas  Harbrecht  in  Washingto 
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i^ght  now,  millions  of  Americans  are  housing  they  can  afford.  O^ced  with  these 
Tiesick.(;^hey're  longing  for  the  homes  they        and  other  obstacles,  Americans  are  willing  to 


J  so  difficult  to  own  due  to  a  lack  of  affordable 


using.  Q^t's  a  serious  problem  for  the 
tion  according  to  83% 


people  polled 


make  sacrifices  to  achieve  homeownership.  In 
fact,  they  retain  a  healthy  optimism.  A  full 


79%  of  respondents  believe 


Fannie  Mae. 
ur  benchmark 


tional  Housing 
rvey  also  revealed  just 
at  keeps  Americans  from  owning  homes. 
>4ie  biggest  obstacle  is  the  inability  to  make 
/vn  payments  and  pay  closing  costs.  Especially 
minorities — 66%  of  African  Americans  and 
/oof  Hispanics  view  this  as  a  major  impediment, 
lat's  more,  over  one-third 


homeownership  is 


attainable  for  most 


people  age  30-35. 


Fannie  Mae, 


we're  working  to  help  them 


realize  that  goal.  CJO^j  purchasing  mortgages  \ 
from  lenders  nationwide,  we  replenish  their  \ 
funds  so  they  can  make  more  loans  to  home 


buyers  in  their  communities. 


nd  by  offer- 


ing our  survey  to  the  public,  we  hope  to  raise 


awareness  of  housing  issues.  For 


those  surveyed    believe    showing  America  a  new  way  home,   a  free  copy,  or  to  learn  more 


icrimination  keeps  minorities  from  having  as 
od  a  chance  as  whites  to  get  any  kind  of 


about  our  innovative  ways  to  make  housing 
more  affordable,  call  1-800-688-HOME  toll-free. 

©  1992  Fannie  Mae 


AT  THIS  CDUHTRY  HEEDS 
IS  A  GOOD  HOME  REMEDY. 


PROJECT 
CAPITALISM 


IT'S  THE  IMPS  BIGGEST  CHAllEMGE:  HELPING  RUSSIA  RESTRUCTURE  ITS  ECOWOMYi^ 


From  his  20th-floor  office  in  the 
glass  skyscraper  that  just  two 
years  ago  housed  the  headquarters 
of  Comecon,  the  Soviet  bloc's  trade  orga- 
nization, Jean  Foglizzo  looks  out  over 
the  Moscow  River  and  the  southwest 
side  of  Russia's  capital.  For  Foglizzo,  47, 
the  first-ever  representative  of  the  Inter- 
national Monetary  Fund  in  Russia,  the 
commanding  view  is  a  fine  vantage  point 
for  pondering  his  task:  the  most  difficult 
economic  restructuring  of  all  time.  "We 
are  facing  chaos  in  the  Biblical  sense," 
he  says.  "There  is  nothing,  and  you  have 
to  organize.  You  have  more  than  seven 
days  to  do  it,  but  not  that  much." 

That's  not  too  much  of  an  exaggera- 
tion. The  IMF  is  facing  the  biggest  chal- 
lenge of  its  history.  After  nearly  five 
decades  of  grappling  with  Latin  Ameri- 
ca, Africa,  and  Eastern  Europe,  it  is  now 
helping  the  worid's  largest  centrally 
planned  economy  build  its  own  version 
of  capitalism.  Never  before  has  the  IMF 
dealt  with  a  touchy  former  superpower 
with  its  own  massive  army  and  a  still- 
ominous  nuclear  arsenal.  Nor  has  it  ever 
faced  building  the  financial  structure  of 
a  huge  country  from  the  ground  up. 

True,  more  immediate  crises,  such  as 
the  West's  economic  slump  and  turmoil 
in  the  currency  markets,  face  the  IMF 
and  the  WoridBank  when  they  meet  in 
Washington  Sept.  22-24.  But  the  incredi- 
ble changes  Russia  and  the  other  former 
Soviet  republics  are  undergoing  will  con- 
tinue confronting  the  West  for  years. 
PAINFUL  PROCESS.  The  job  the  IMF  has 
been  given— managing  $24  billion  in  aid 
the  West  has  pledged  for  Russia— may 
well  be  Mission  Impossible.  The  IMF 
must  prod  the  country  to  undergo  the 
pain  of  economic  restructuring  without 
producing  a  social  explosion  or  a  xeno- 
phobic backlash  that  could  usher  a  new 
dictator  to  power.  If  the  IMF  succeeds, 
Russia  and  other  former  Soviet  republics 
will  finally  become  real  members  of  the 
worid  economic  community.  If  the  IMF 
fails,  a  hostile  Russia  could  again  be- 
come the  West's  biggest  nightmare. 


...         Russia  he 
freeelec 


RUBLE'S 
COLLAPSE 


A  U.S.CEHTS  PER  RUBLE 
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rhe  future  course  will  soon  he  dftci-- 
ned  by  a  political  fight  now  raging  in 
)scow — a  battle  over  which  the  IMF 
^  little  influence.  Russians  are  fiercely 
mating  the  speed  and  path  of  reform, 
the  debate's  heart:  what  shape  a  new, 
)italist  Russia  should  take  and  how 
;  a  role  the  government  should  play. 
Dn  one  side  are  the  so-called  Chicago 
fs,  a  group  of  young  Russian  econo- 
5ts  in  their  30s  and  40s  led  by  Acting 
me  Minister  Yegor  T.  Gaidar.  Named 
er  the  University  of  Chicago-trained 
;isers  who  engineered  Chile's  econom- 
•evival,  they  want  to  keep  money  tight 
control  inflation  while  taking  govern- 
nt  out  of  the  economy.  To  break  up 
'  old  Soviet  management  structure 


If  THE  EFFORT  FAILS, 
RUSSIA  COULD  AGAIN 
BECOME  THE  WEST'S 
BIGGEST  NIGHTMARE 


once  and  for  all,  they  urge  fast  and  mas- 
sive privatization  of  state  assets. 

On  the  other  side  are  powerful  indus- 
trial managers  who  flourished  when  the 
Communist  Party  ran  the  economy.  Led 
by  Arkady  Volsky,  head  of  the  powerful 
Russian  Union  of  Industrialists  &  Entre- 
preneurs, they  want  government  to  man- 


age the  transition  to  capitalism.  They 
favor  a  gradual  approach  to  privatiza- 
tion to  save  enterprises  from  bankruptcy 
while  also  preserving  their  own  jobs. 
Their  preferred  economic  models  are 
South  Korea,  Japan,  or  Germany,  with 
more  central  guidance  and  big,  interlock- 
ing companies  and  banks. 

In  the  midst  of  that  fray,  the  IMF  must 
complete  a  reform  blueprint  setting  spe- 
cific targets  that  the  Russian  govern- 
ment must  meet  or  face  a  cutoff  of 
Western  money.  Russia  must  make  such 
commitments  if  it  wants  to  get  approxi- 
mately $3  billion  in  assistance  next  year. 
The  IMF  also  will  judge  how  well  Russia 
has  met  goals  set  in  the  interim  agree- 
ment, signed  in  July,  before  it  received  a 
first,  $1  billion  aid  infusion. 
At  that  time,  the  country 
agreed  to  push  its  monthly 
inflation  rate  under  10%-  and 
its  budget  deficit  to  5%-  of 
gross  domestic  product  by 
yearend.  "We  want  Russia 
to  establish  a  track  record," 
says  Foglizzo. 

MEGANUMBERS.     But  al 

ready,  there's  a  cloud  over 
whether  Boris  Yeltsin's 
government  can  meet  any 
kind  of  target  at  all.  Take 
prices,  which  rose  15  times 
at  the  beginning  of  the 
year,  then  stabilized,  and 
now  seem  to  be  taking  off 
again.  Official  inflation 
rates  ran  at  89c  a  month  in 
August  but  may  be  15%  for 
September,  says  a  Finance 
Ministry  economist. 

That  works  out  to  435%  a 
year.  But  others  claim  that 
inflation  rates  are  actually 
much  higher.  Take  a  look  at 
Moscow  food  stores.  Toma- 
toes are  now  going  for  30 
rubles  a  kilo — up  from  22 
last  month.  Roast  beef  is 
running  at  111  rubles,  up 
from  92,  and  sausage  is  go- 
ing for  322,  up  from  265.  A 
weary-looking  customer  car- 
rying a  cloth  shopping  bag 
shrugs:  "We're  accustomed 
to  inflation.  We're  accus- 
tomed to  everything." 

Some  economists  now 
predict  annual  inflation 
i-ates  of  1,500%  to  2,200%  by 
.\'earend  if  strict  monetary 
policies  are  not  reintro- 
duced. Indeed,  with  indus- 
trialists gaining  in  influ- 
ence, this  threat  of  hyper- 
inflation is  becoming  more 
real.  Their  camp  got  a  big 
boost  in  mid-July  when  Vik- 
tor Geraschenko,  the  for- 
mer head  of  the  Soviet 
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With  OS/2  2.0,  you  wont 
need  one  of  these. 


If  you  run  more  than  one  application  at  a  time  with 
DOS  and  Windows,™  brace  yourself.  When  one  applica- 
tion fails,  the  entire  system  can  fail,  hs  called  a  crash, 
but  most  people  call  it  worse  than  that.  Because  each 
time  it  happens,  you  have  to  reboot  your  computer.  If 
you  didn't  save  what  you  were  working  on,  you  simply 
have  to  do  it  again.  So  every  crash  could  be  a  huge 
crush.  And  a  huge  waste  of  time. 

OS/2*  2.0  is  different,  because  OS/2  Crash 
Protection"  helps  shield  applications  from  each  other. 
In  other  words,  each  running  application  is  self- 
contained,  so  if  one  goes  down  it  won  t  affect  the  others 
or  the  operating  system.  No  frequent  systemwide  \ 
crashes  like  in  Windows.  So  you  won  t  lose  all  your 
valuable  work.  Not  to  mention  time.  And  OS/2  can  also 
save  you  money,  because  for  less  than  the  cost  of  DOS 
and  Windows,  you  get  the  capabilities  of  both.  Plus  all 
the  added  benefits  of  OS/2  2.0— including  Adobe  Type 
Manager." 

OS/2  2.0  lets  you  work  like  you  never  could  before. 
And  OS/2  Crash  Protection  helps  keep 
it  all  from  coming  to  a  crashing  halt. 
For  an  IBM  authorized  dealer  near 
you,  or  to  order  OS/2  2.0  from  IBM— 
at  special  promotional  prices  of  $79  for 
Windows  users  and  $99  from  any  DOS- 
call  1  800  3-IBM-OS2: 

Introducing 
OS/2  Crash  Protection. 


•  Runs  DOS,  Windows  and  OS/2  applicalions  from  a  single  system. 

•  OS/2  Crash  Protection  helps  shield  applications  from  each  other 

•  I\o  need  to  reboot  your  computer  if  an  application  fails. 

•  Supported  on  mo.sf  IBM-compatible  :i8()  SX  PCs  and  above. 

.  OS/2  2.0  upgrade:  $79  from  If  irulows,  $99  from  any  DOS** 


State  Bank,  took  over  as  acting  chair- 
man of  tiie  Russian  Central  Bank.  He 
was  appointed  by  parliamentary  leaders 
who  wanted  more  credit  for  industry. 
His  predecessor,  Georgy  Matyukhin, 
who  kept  money  tight,  was  forced  to 
step  down. 

Geraschenku  moved  quickly.  Since  his 
ajjpointment,  he  has  issued  an  estimated 
850  billion  rubles,  or  $4.3  billion,  in  new 
credits,  mostly  targeted  to  bail  out  state 
enterprises  that  are  sagging  under  mas- 
sive debts.  Gaidar,  who  has  no  direct 
authority  over  the  Central  Bank,  man- 
aged to  stop  him  from  taking  the  most 
inflationary  step — distributing  1  trillion 
rubles  in  cash  and  also  writing  off  more 
than  1.5  trillion  rubles'  worth  of  debts 


temporarily  stave  off  the  fall  in  produc- 
tion, already  15%  this  year.  The  IMF  deal 
for  1993  would  be  out  the  window. 

While  the  IMF  is  caught  in  the  cross 
fire  over  monetary  policy,  it  is  appalled 
over  the  primitive  state  of  the  existing 
financial  and  banking  system.  There's  no 
government  debt  market,  and  the  Cen- 
tral Bank  has  practically  no  instruments 
to  enforce  monetary  policies.  The  Rus- 
sian banking  system  is,  in  fact,  an  odd 
combination  of  former  state  lenders  and 
upstarts  built  on  money  from  black-mar- 
ket deals.  With  both  types,  it  can  take 
up  to  four  weeks  just  to  pay  a  bill. 

One  hint  of  progress  is  that  the  IMF 
has  persuaded  the  Central  Bank  to  im- 
prove the  way  it  trades  the  ruble.  Now, 


GYRATING  MARKET:  BUYING  AND  SELLING  FOREIGN  CURRENCIES  IN  MOSCOW 


that  have  built  up  between  enterprises 
since  prices  were  liberalized  in  January. 

Geraschenko's  humming  printing 
presses  are  sparking  a  war  over  mone- 
tary policy.  The  ruble's  value  has  col- 
lapsed by  407'  since  he  took  up  his  post. 
That's  sure  to  stir  up  trouble  when  the 
Russian  Parliament  returns  to  work 
Sept.  22  and  takes  up  the  confirmation 
of  Geraschenko's  appointment.  Yeltsin 
may  pressure  Geraschenko  to  change 
his  monetary  policy  to  stave  off  hyper- 
inflation. He  may  even  use  his  powers  to 
rule  by  decree  to  oust  the  banker. 
CROSS  FIRE.  Hyperinflation  would  de- 
stroy any  gains  that  have  been  made  in 
returning  some  purchasing  power  to  the 
ruble,  sending  its  value  from  200  to  a 
dollar  to  as  low  as  1,000  by  next  spring. 
More  credits  for  industry  would  only 


at  twice-weekly  sessions  of  the  Moscow 
Interbank  Currency  Exchange,  a  pan- 
eled conference  room  at  the  Central 
Bank,  trading  among  55  banks  sets  the 
rul)le's  value.  Another  innovation  is  an 
interbank  credit  auction — a  step  toward 
building  a  financial  market  that  sets  a 
market  interest  rate.  Every  Wednesday, 
in  the  palace  of  the  former  Young  Com- 
munist organization,  an  auctioneer 
stands  before  about  25  bank  representa- 
tives in  an  almost  empty  auditorium. 
Gavel  in  hand,  he  hawks  three-month 
loans  of  20  million  rubles  or  more  at 
interest  rates  of  85%'  and  up. 

The  American-Russian  Banking  Fo- 
rum, an  industry-government  organiza- 
tion led  by  New  York  Federal  Reserve 
Bank  President  E.  Gerald  Corrigan,  is 
now  trying  to  take  the  process  into  the 


20th  century  by  helping  the  Russians  s(i 
up  a  rudimentary  system  to  relay  fun^' 
among  banks  by  wire. 

A  better  banking  system  is  clearly 
the  interest  of  industrial  managers,  i 
they  do  little  to  block  its  developmer 
What  concerns  them  far  more  is  priva' 
zation — the  most  important  economic  r 
form.  They're  especially  worried  aboi 
Yeltsin's  mass  sell-off  program  due  1 
begin  Oct.  1.  The  first  step  will  be  1 
issue  vouchers  to  each  of  Russia's  14 
million  citizens.  Investors  will  be  able  1 
sell  the  vouchers  for  cash  or  trade  thei 
for  shares  of  newly  privatized  comp 
nies.  The  government  hopes  this  wi 
make  economic  reform  irreversible 
creating  a  middle  class  of  shareowner: 
Yeltsin  aims  to  sell  o: 
7,000  enterprises,  or  aboi 
40%  of  industry,  by  the  er 
of  next  year.  In  subsequei 
years,  parts  of  the  defens 
oil,  transport,  and  oth( 
monopolies  banned  froi 
privatization  this  yea 
would  be  put  on  the  bloc 
But  privatization  of  sma 
state-owned  shops  and  re 
taurants  is  already  goin 
more  slowly  than  expecte« 
because  many  hesitate  1 
risk  their  own  mone; 
Nonetheless,  as  long  £ 
Yeltsin  does  not  cave  in  1 
the  industrialists,  a  larg 
chunk  of  industrial  asset 
will  begin  to  change  banc 
over  the  next  year.  Even 
far  less  than  40%  is  su 
cessfully  sold  by  yearen 
1993,  a  critical  industri, 
shakeup  should  begin. 
TEST  OF  WILL.  Boris  Yel 
sin's  government  ha 
pushed  through  more  ecc 
nomic  changes  in  the  pa; 
nine  months  than  a  prev 
ous  reformer — former  Soviet  Presidei 
Mikhail  Gorbachev — accomplished 
five  years.  Most  prices  are  liberalizec 
The  ruble  freely  trades.  A  sell-off  c 
state  assets  is  getting  under  way. 

The  price  of  those  moves,  so  far,  is 
collapse  in  the  living  standards  of  mot 
Russian  people.  Whether  Yeltsin  ca 
push  his  people  far  enough  to  please  th 
I.MF  depends  on  his  political  strength,  th 
endurance  of  the  Russians,  and,  pei 
haps,  the  willingness  of  the  IMF  to  con 
promise.  It  may  be  a  task  of  Biblica 
difficulty.  But  if  the  IMF  can  summo 
Russian  capitalism  out  of  chaos,  it  wi 
have  truly  proven  the  power  of  its  fre( 
market  gospel. 

Bi/  Rose  Brady  in  Moscow  and  Mik 
McNamee  in  Washington,  with  Pete 
Galuszka  in  New  York 
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How  United  ilies  in  the  race 
of  cturency  fluctuation* 

United  now  flies  to  the  Far  East.  To  Osaka,  Now,  United  can  also  trade ^CME  contracts 

Tokyo,  Singapore  and  more.  It's  a  fast-growing  mar-  around  the  clock  via  the  GLOBEX*  trading  system 
ket-already  20%  of  their  total  revenues.  -the  first  global  electronic  system  for  trading  futures 

But  it's  also  a  fast-growing  source  of  financial  and  options.  The  CME  lists  futures  and  options  on 
risk -as  yen/dollar  exchange  rates  bounce  up  and  Mn,  Deutschemarks,  British  Pounds,  Swiss  Francs, 
down.  Australian  and  Canadian  Dollars,  and  MarkAfen. 
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cantile  Exchange  give  United  a  300  million  dollar  /«^\right  and  locked  position,  consider  futures  and 
safetybelt.  So  turbulent  rates  won't  upset  profit  SMBSS  options  on  the  Chicago  Mercantile  Exchange, 
projections.  ^M^T  We  help  smart  businesses  manage  risk. 

CHICAGO  MERCANTILE  EXCHANGE® 

The  exchange  of  ideas" 

1-800-331-3332  (U.S.  toll  free)  1-312-930-2316  (Chicago)  071-920-0722  (Lxsndon)  03-3595-2251  (Tokyo) 


America's  doctors  speak  out  on  employee  health  i7isurance 


He  hasn't  missed  a  day  of  work  in  ten  years. 
Without  insurance,  he  can't  afford  to  get  sick. 


He's  a  hard-working  middle-class  American.  Yet 
his  family  lives  on  the  brink  of  disaster  every  day, 
simply  because  his  employer  is  too  small  for  a  group 
health  plan.  And  an  individually  purchased  health 
insurance  policy  for  his  family  would  cost  nearly  $500 
a  month.  About  a  fourth  of  his  take-home  pay. 

He's  not  alone.  Today,  millions  of  working  people 
and  their  families  are  forced  to  live  without  health 
insurance  because  of  its  cost. 

The  800,000  member  physicians  of  the  American 
Medical  Association  think  this  is  wi'ong.  We  believe 
no  person  should  be  denied  access  to  our  health  care 
system.  Health  insurance  must  be  provided  to 


everyone  in  the  work  force,  regardless  of  their  income 
or  the  size  of  the  company  they  work  for.  And  this  cov- 
erage must  be  continued  even  if  a  worker  changes  jobs. 

Most  people  in  this  country  do  receive  high  quality 
health  care.  But  the  system  must  be  improved.  And 
we  have  a  proposal,  called  Health  Access  America, 
that  will  reduce  costs  while  preserving  the  quality 
of  our  system  and  individual  freedom  of  choice. 

Employee  health  insurance  is  just  one  of  the 
points  in  this  proposal.  If  you  would  like  to  learn  more 
about  Health  Access  America,  write  Dr.  Jim  Todd, 
Dept.  410,  American  Medical  Association,  515  North 
State  Street,  Chicago,  IL  60610,  or  call  us  today  at 
800  621-8335. 

American  Medical  Association 

Physicians  dedicated  to  the  health  of  America 


TORPOR:  THE  WARSAW  BOURSE  IS  MODERNIZED,  BUT  POLAND'S  BANKING  SYSTEM  REMAINS  BACKWARD  AND  INEFFECTIVE 


DOWNING  IN 
SEA  OF  lOUs 


d  debt  threatens  to  short-circuit  Eastern  Europe's  recovery 


ajos  Bokros  is  sitting  on  a  time 
bomb.  Like  most  East  European 
Ibank  chiefs,  he  is  stuck  with  bun- 
ds of  millions  of  dollars  in  bad  loans 
state  enterprises  left  over  from  the 
ununist  era.  But  instead  of  waiting 
a  miracle  turnaround  to  bail  out  his 
ance  sheet,  Bokros,  chairman  of  the 
te-owned  Budapest  Bank,  is  trying  a 
ical  cure.  With  the  little  spare  cash 
can  muster,  he  is  buying  out  delin- 
int  debtors,  firing  old-line  managers, 
1  trying  to  clean  house  himself.  His 
;st  target:  the  Hungarian  capital's 
iz  Danubius  shipyard.  "It's  risky," 
tros  concedes.  "If  I  fail,  I  lose  $13 
lion,"  20%  of  the  capital  of  his  bank. 
Jokros  is  one  of  a  new  breed  of  bank- 
struggling  to  clean  up  the  financial 
ss  that  communism's  central  planners 
;  as  their  legacy.  Despite  the  progress 
t  Czechoslovakia,  Hungary,  and  Po- 
d  have  made  over  the  past  three 
irs  in  freeing  prices,  controlling  infla- 
1,  and  promoting  private  enterprise, 
toughest  job  is  just  beginning. 


That's  because  it's  proving  far  tough- 
er than  anyone  dreamed  to  lead  these 
three  former  Soviet  satellites  down  the 
path  to  something  akin  to  market  capi- 
talism. Their  financial  systems  suddenly 
loom  as  the  toughest  nut  to  crack.  If  the 
region's  $24  billion  in  bad  domestic  debts 
aren't  tackled  soon,  a  wave  of  bankrupt- 
cies and  bank  failures  could  snuff  out 
entire  industries  and  choke  off  the  eco- 
nomic recovery  that  now  seems  close  at 
hand  (tables,  page  112).  Even  a  success- 
ful resolution  of  the  lending  morass  will 
force  a  painful  restructuring  on  state 
and  private  borrow- 
ers, leaving  many 
money-losing  indus- 
tries starved  for  pre- 
cious credit.  Thus,  it's 
no  wonder  that  Rus- 
sia and  other  former 
Soviet  republics  (page 
104)  are  watching 
Eastern  Europe's 
lending  crisis  with 
trepidation. 


M  REPORT 


TEW  BANKS  HAVE 
BEEN  ABLE  TO  LEND 

FOR  INDUSTRIAL 
RESTRUCTURING  OR 
STARTUPS 


Despite  $7  billion  in  foreign  invest- 
ment, the  enormous  weight  of  old  debt 
has  been  a  persistent  drag  on  Eastern 
Europe's  financial  system.  To  keep  com- 
panies afloat  and  citizens  working,  its 
banks  have  poured  billions  into  dog- 
eared state  industries  already  deeply  in 
debt  even  before  communism's  collapse 
in  1989.  That  has  left  banks  with  nearly 
half  their  assets  worthless,  which  has 
stalled  lending  for  industrial  restructur- 
ing and  slowed  privatization  and  the 
growth  of  capital  markets. 
OLO-FASHiONEO.  Worse  yet,  save  for  a 
few  small-scale  demonstration  projects, 
major  foreign  banks  have  been  unwilling 
to  fill  the  gap  that  was  left  by  the  hard- 
pressed  local  lenders.  So  government  of- 
ficials. Western  consultants,  and  local 
bankers  are  now  rushing  to  craft  strate- 
gies that  they  hope  will  bring  the  debt 
mess  to  an  end  by  the  mid-1990s.  Says 
Slawomir  Sikora,  the  Polish  Finance 
Ministry's  banking-reform  chief:  "We 
can't  succeed  unless  we  restructure  in- 
dustry and  banks  at  the  same  time." 
While  the  Warsaw  bourse  boasts  an 
electronic  trading 
system  that  has  been 
modernized,  retail 
banking  is  still  mired 
in  communist  times. 
Take  Michal  Rozycki, 
a  Warsaw  translator, 
who  recently  drove 
all  the  way  to  Paris 
just  to  pick  up  a 
$1,000  check.  Al- 
though the  round-trip 
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took  30  hours,  "it  would  have  taken 
months  to  deposit  the  check  through  the 
mail." 

Perhaps  because  of  such  torpor — not 
to  mention  the  region's  biggest  foreign 
debt  and  worst  economic  problems — Po- 
land is  taking  the  most  aggressive  tack 
in  remaking  its  banks.  A  law  working  its 
way  through  the  Polish  Parliament 
would  give  the  nine  large  state-owned 
banks  a  onetime  capital  injection  of  at 
least  $1.9  billion  if  they  force  delinquent 
debtors  to  restructure  or  liquidate  with- 
in one  year.  That  would  mean  each  bank 
puts  the  screws  to  about  250  large  bor- 
rowers, from  ailing  coal  mines  to  bank- 
rupt shipyards.  If  they  don't,  officials 
vow,  the  banks — and  their  borrowers — 
could  be  left  to  fail. 

Finance  Ministry  officials  insist  their 
program  will  be  more  effective  than  let- 
ting government  bureaucrats  decide 
which  companies  will  live  or  die.  They 
reason  that  a  bank  that  is  itself  fighting 
to  survive  won't  be  as  vulnerable  to  out- 
side pressure  as  a  government  that  can 
be  easily  voted  out  of  office.  New  gov- 
ernments in  Czechoslovakia,  Hungary, 
and  Poland  have  all  learned  that  lesson. 
Removing  bank  and  industry  reform 
from  direct  government  control  was  the 


logic  behind  Czech  Prime  Minister  Va- 
clav Klaus's  "coupon  privatization" 
scheme.  Launched  earlier  this  year,  the 
first  round  will  put  1,450  state-owned 
enterprises,  including  state  banks,  in  pri- 
vate hands  by  Dec.  31.  As  in  the  Polish 
plan,  company  managers,  rather  than 
bureaucrats,  will  be  left  with  the  task  of 
restructuring.  However,  to  help  banks 
prepare  for  private  life,  Czechoslovakia 
has  set  up  a  version  of  America's  Res- 
olution Trust  Corp. 
Dubbed  Consolidation 
Bank,  it  has  assumed 
S3.7  billion  in  loans,  cut 
interest  rates,  and 
stretched  out  repay- 
ment terms. 
TAX   BREAKS.    Of  the 

three  major  Eastern 
European  economies, 
Hungary  is  furthest 
along  the  restructuring 
curve.  But  that's  little 
cause  for  celebration.  A 
tough  bankruptcy  law 
took  effect  in  May, 
forcing  more  than  3,000 
companies  into  receiver- 
ship. So,  banks  are  be- 
ing forced  by  regula- 


tors to  downgrade  loans  that  they  h; 
been  pretending  were  healthy.  "Comp 
nies  that  don't  deserve  to  survive  are  i 
longer  taking  capital  from  those  wl 
can  grow,"  says  Andras  Simor.  mana 
ing  director  of  Budapest  investme. 
bank  Creditanstalt  Securities  Ltd 

The  government  plans  to  privati: 
state  banks  by  reducing  its  stake  to  2> 
by  1997  from  about  90'f  now.  To  prepa: 
the  banks  for  the  sell-off,  the  gover 
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HOW  THREE  EASTERN  EUROPlI 


CZECHOSLOVAKIA 


ECONOMY 


Gap  between  Czech  and  Slovak  reput 
widening  as  they  prepare  to  split.  Czec 
trial  production  is  up,  but  Slovaks,  stuc 
obsolete  defense  plants,  may  pump  ec 


PRIVATIZATION 


Some  $1 1  billion  in  shares  to  be  issue 
yearend.  Will  leave  40%  of  econom\ 
vote  hands.  Second  round  expected 


FINANCE 


Bourses  to  open  in  Prague  and  Brotisi 
January.  Using  privatization  proceed 
ernment  has  injected  $2  billion  into  b 
which  have  also  shed  $3  billion  in  bai 
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it  has  guaranteed  $140  million  in  bad 
IS  made  before  1988.  It's  also  giving 
lers  tax  breaks  if  they  put  profits 
i  building  reserves.  But  additional 
)  may  still  be  needed, 
he  banking  gridlock  driving  lenders 
borrowers  to  desperation  is  spawn- 
novel  financial  experiments  aimed  at 
ping  markets  running  until  capital 
■ts  flowing  again.  The  most  anibi- 
s  is  Czechoslovakia's  move  to  sell 
?umers  coupon  books  tradable  for 
res  in  privatized  corporations.  Some 


ITRIES  ARE  FARING 


HUNGARY 


ilf  of  GDP  already  being  produced 
;  sector.  But  sales  of  big  state  com- 
oceeding  very  slowly 


8.5  million  Czechs  and  Slovaks  bought 
the  books  earlier  this  year  at  a  giveaway 
price  of  $39  apiece,  hoping  to  make  a 
killing  when  trading  starts  early  next 
year.  But  many  consumers  have  already 
exchanged  their  books  for  shares  in  mu- 
tual funds.  One  fund  manager,  28-year- 
old  Petr  Kellner,  snapped  up  117,000 
books,  exchanging  them  for  interests  in 
construction  and  machinery  companies. 
Another,  Viktor  Kozeny,  has  parlayed  a 
debt-collection  and  consulting  business 
into  a  fund  with  big  stakes  in  utilities. 


POLAND 


Politics  slowing  privatization  plans,  but  Prime 
Minister  Hanna  Suchocka  trying  to  set  up  mu- 
tual funds  to  buy  stakes  in  companies 


tobacco,  and  Komercni  Bank,  the  coun- 
try's largest  lender. 

Poland  is  now  crafting  a  similar  priva- 
tization scheme.  And  after  two  years  of 
hesitation,  venture  capitalism  is  even 
gaining  a  toehold.  Milena  Cerna,  a  Czech 
emigre  and  director  of  the  Pragufi-based 
PlanEcon  Capital  Group  Inc.,  is  one  of 
several  bankers  now  trying  to  raise  $10 
million  to  $20  million  each  to  invest  in 
industrial  and  consumer-goods  ventures 
in  Czechoslovakia  and  Hungary.  "You 
can  turn  companies  around  with  that 
size  fund,"  says  Cerna.  "You  don't  need 
$100  million  to  do  it." 

If  only  turning  the  entire  region's  fi- 
nancial system  around  were  so  simple. 
Although  venture  capitalists  and  mutu- 
al-fund investors  are  beginning  to  sally 
forth.  Eastern  Europe  is  still  a  long  way 
from  financial  stability.  In  country  after 
country,  bureaucrats  and  bankers  are 
coming  to  realize  that  not  facing  up  to 
the  challenge  will  only  prolong  the 
East's  economic  agonies.  Their  success 
in  working  out  the  region's  crippling 
debt  overhang  will  determine  the  pace  at 
which  private  enterprise  can  expand  and 
economies  can  grow. 

By  Gail  E.  Schares  in  Budapest 

For  information  on  reprints  of  this  Special  Report,  coll 
Business  Week  Reprints  at  609  426-5494,  or  write  Business 
Week  Reprints,  P.O.  Box  457,  Hightstown,  N.J.  08520. 


rket  growing  with  volume  up  30% 
1.  Value  of  21  listed  companies 
1  billion.  But  massive  bad  loans  and 
5  of  bankruptcies  dogging  banks 


Parliament  due  to  vote  in  October  on  $2  bil- 
lion restructuring  of  nine  ailing  state  banks. 
Government  angling  to  renegotiate  country's 
$45  billion  foreign  debt  by  1993 


of  3.5%  in  1992,  GDP  expected  to  GDP  expected  to  contract  3%  in  1992  after 


%  next  year.  Tight  money  has 
■lotion  to  22  % ,  from  35  %  last  yea 
jloyment  is  1  1  %  and  rising 

r. 

10%  fall  last  yea 
gling  to  control  bi 
would  permit  IMF 

r.  Government  still  struc 
jdget  deficit.  Doing  so 
to  release  $2.5  billion 
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MUTUAL  FUNDS  I 


DREYFUS:  NO  lONGER 
KING  OF  THE  JUNGLE 


Conservative  and  solid,  it  has  let  rivals  pounce — and  seize  the  lead 


E: 


ver  since  the  lion  climbed  out  of  a 
Wall  Street  subway  stairwell  near- 
ly 35  years  a^o,  Dreyfus  Corp.  has 
been  the  best-known  brand  name  in  mu- 
tual funds.  Dreyfus  was  the  first  mutu- 
al-fund company  to  advertise  on  TV,  the 
first  to  offer  a  municipal-bond  fund,  and 
the  first  to  rake  in  $1  billion  in  a  new 
concept:  the  money-market  fund. 

Dreyfus  is  still  a  powerhouse.  It  has 
$88  billion  in  assets  under  management 
(chart),  more  than  double  that  of  1988, 
and  nearly  2  million  shareholder  ac- 
counts. But  just  last  year.  Franklin  Re- 
sources displaced  Dreyfus  as  the  largest 
fund  company  when  measured  by  stock- 
market  capitalization.  Dreyfus  is  no 
longer  the  king  of  the  jungle. 
LACKLUSTER.  While  the  mutual-fund  in- 
dustry is  booming,  Dreyfus'  profits  and 
stock  price  are  flagging.  The  huge  build- 
up in  assets  has  cost  the  company  dear- 
ly. Dreyfus  gathered  billions  by  waiving 
fees,  absorbing  mutual-fund  expenses, 
and  spending  heavily  on  advertising. 
Two-thirds  of  its  assets  are  in  money- 
market  funds,  where  margins  are  paper- 
thin.  And  as  short-term  interest  rates 
continue  to  dive,  attracting  new  money 
will  be  harder  and  costlier.  Getting  in- 
vestors to  shift  cash  from  money  funds 
to  Dreyfus  equity  funds — where  mar- 


gins are  fat — is  no  easy  sell.  Some  of  its 
equity  funds  have  periods  of  strong  per- 
formance, but  the  company  has  devel- 
oped no  superstars  to  match  Peter 
Lynch  at  Fidelity  or  John  B.  Neff  at 
Vanguard. 

To  its  credit,  Dreyfus  has  not  chased 
every  new  investment  craze.  When  ri- 
vals were  raking  billions  into  junk-bond 
funds,  Dreyfus  stayed  out  of  the 
game — so  it  had  no  explaining  to  do 
when  the  junk  market  imploded.  Like- 
wise, Dreyfus  doesn't  sell  sector  funds, 
single-country  funds,  or  funds  that  in- 
vest in  exotic  mortgage-backed  securi- 
ties— all  deemed  "not  in  the  best  long- 
term  interests  of  our  customers,"  by 
Joseph  S.  DiMartino,  49,  president  and 
chief  operating  officer. 

Still,  many  on  the  Street  say  caution 
at  Dreyfus  has  gone  a  little  too  far — 
especially  in  equity  funds.  Unlike  most 
mutual-fund  companies,  Dreyfus  equity 
funds  can  hedge  against  stock-market 
declines  by  raising  cash,  using  futures 
and  options,  or  even  selling  short. 
"You're  not  going  to  suffer  a  disaster  in 
a  Dreyfus  fund  in  which  you  lose  30'/  of 
your  money,"  says  Don  Phillips,  publish- 
er of  Morningstar  Mutual  Funds.  "But 
you  might  find  the  market  was  up  307'^ 
and  your  Dreyfus  fund  was  up  only  4%." 


That  happened  last  year  to  the  $540  ni 
lion  Dreyfus  Capital  Value  Fund. 

A  cautious  approach  to  investing 
the  hallmark  of  Howard  Stein,  chairma 
and  (:E(j,  the  portfolio  manager  who  h; 
been  running  the  parent  company  f( 
nearly  three  decades.  Stein,  66,  wl 
spent  his  youth  training  to  be  a  conce 
violinist,  is  considered  a  giant  in  mutu; 


THE  ECONOMIST 
WHO  ROARED 


When  Richard  B.  Hoey  took 
charge  of  the  newly  inaugu- 
rated Dreyfus  Growth  &  In- 
come Fund  on  Dec.  31,  he  was  encum- 
bered by  significant  baggage:  He  was  a 
respected,  widely  quoted  economist  and 
market  seer.  And  it's  an  article  of  faith 
on  Wall  Street  that  the  most  astute  mar- 
ket and  economic  gurus,  from  Henry 
Kaufman  to  Elaine  Garzarelli,  are  not  so 
hot  at  managing  mutual  funds. 

Well,  Dreyfus  Corp.'s  chief  economist 
has  turned  the  conventional  wisdom  on 


its  ear:  The  Growth  &  Income  Fund  is  a 
champ.  Through  Sept.  14,  it  posted  a  to- 
tal return  of  11.37 — more  than  eight 
points  higher  than  the  2.9%  total  return 
recorded  by  the  Standard  &  Poor's  500- 
stock  index  and  far  exceeding  the  dreary 
performance  of  most  equity  funds.  Not 
surprisingly,  investors  have  taken  notice. 
As  they  have  poured  money  into  the 
fund,  it  has  exploded  in  size,  from  $5 
million  to  $77  million,  in  its  short  life. 
DICEY  DAYS.  For  Hoey,  noted  for  on-the- 
money  business-cycle  predictions  as  chief 
economist  at  Drexel  Burnham  Lambert 
Inc.,  running  money  is  a  "psychological 
as  well  as  intellectual  challenge."  He 
says  with  a  smile:  "Losing  money  for 
other  people  is  a  whole  lot  different  than 
just  giving  advice." 


The  ebullient,  49-year-old  Hoey  i.'- 
to  point  out  that  he  is  no  novice 
money-management  game.  In  the 
he  was  a  junior  partner  at  Jo 
Braine  Inc.,  which  managed  moncf 
the  well-heeled.  Braine  later  went  a 
business — common  enough  on  V 
Street. 

Indeed,  Hoey's  resume  is  genen 
larded  with  the  distant  echoes  of  y 
year:  W.  E.  Hutton  (founded  by  I- 
of  the  also-defunct  E.  F.  Hutton),  « 
Halsey  Stuart,  Drexel,  A.  G.  Becke  i 
most  recently,  the  U.  S.  arm  of  Ba 
de  Zoete  Wedd.  That,  too,  has  g( 
that  great  wire  house  in  the  sky. 

Hoey  was  at  Dreyfus  for  on: 
months  before  he  got  the  job  of  ru 
the  fund.  It  was  a  particularly  dice  t 
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'Excludes  gain  from  sale  of  credit-card  portfolio 
•'Consensus  of  analysts'  estimates 

DATA:  COMPANY  REPORTS,  ZACKS  INVESTMENT  RESEARCH,  BRIDGE  INFORMATION  SYSTEMS  INC, 


ds.  And  that  is  precisely  why  many 
Listry  executives  and  securities  ana- 
;s  are  puzzled  by  his  emphasis  on 
aey-market  funds.  Stein  declined  to 
interviewed  for  this  article. 
Vhat  confounds  the  Street  is  that 
aey-market  funds  make  sense  when 
rt-tenn  interest  rates  are  rising.  In- 
d,  the  big  asset  buildup  got  started  in 


1989,  when  short-term  rates  were  near 
107".  But  Stein  kept  pushing  money 
funds  aggressively  as  rates  plummet- 
ed— while  most  of  the  industry  was  do- 
ing a  full-court  press  for  equity  and 
bond  funds.  "Even  when  a  [Dreyfus]  eq- 
uity fund  has  good  performance,  they 
don't  seem  to  make  anything  of  it,"  says 
Neil  Bathon  of  Financial  Research  Corp. 


This  fact  hasn't  been  lost 
on  those  who  follow  Dreyfus' 
stock,  which  has  been  an 
underperformer  of-  late. 
Shares  have  climbed  509' 
since  the  beginning  of  1988, 
while  the  Standard  &  Poor's 
500-stock  index  has  risen  by 
more  than  70%.  Compared 
with  its  competitors,  Dreyfus 
looks  even  worse:  Shares  in  T. 
Rowe  Price  Associates  Inc. 
are  up  300%  in  the  same  peri- 
od, and  Franklin  Resources 
more  than  400%.  As  a  result, 
Franklin's  market  value  is 
now  $2.5  billion,  while  Drey- 
fus is  worth  only  $1.4  billion. 
DEEP  POCKETS.  If  Dreyfus  has 
suffered  in  the  short  term  to 
pursue  its  asset-gathering 
strategy,  it  can  afford  the 
pain.  Few  companies  are  more 
solid — or  more  liquid.  The 
management  company  has  re- 
serves of  $688  million  in  cash, 
marketable  securities,  and,  of 
course,  Dreyfus  funds.  And 
there's  no  long-term  debt.  The 
conservative  management, 
say  observers,  has  been  a  sell- 
ing point  in  luring  savers 
away  from  banks  and  thrifts, 
and  in  selling  their  own 
wares — mainly  single-state 
municipal  bond  funds — 
through  banks. 
DiMartino  notes  that  the  company 
could  reach  record  earnings  this  year: 
Wall  Street  analysts  are  projecting  $2.46 
per  share.  But  that's  only  about  11% 
more  than  the  1988  level  and  comes  af- 
ter a  long  profit  slump.  The  downturn 
was  caused  by  the  decision  to  subsidize 
expenses  and  waive  management  fees. 
Over  the  past  three  years,  subsidies 


an  equity  fund.  The  stock  market 
ged  in  1991,  and  investors  shov- 
ney  into  stock  funds  in  the  hope 
year's  gains  would  be  repeated. 
,  the  market  seesawed — and 
•oved  adept  at  market  timing, 
tarters,  he  was 
invested  in 
winners — small 
and  companies 
d  recently  gone 
Itocks  were  mov- 
iwerfully,  and 
luldn't  resist  the 
ion  to  "plunge 
2  churning  wa- 
e  was  careful  to 
^ay  from  health 
icks,  which  were 


ICE 


beginning  to  sour.  "It  was  like  going  into 
a  restaurant  and  seeing  someone  turning 
blue,"  he  says.  "You  tell  the  waiter:  'I 
think  I  won't  order  what  he's  eating.'  " 
By  February,  Hoey  had  moved  into  cycli- 
cal stocks  and  money-center  banks,  and 
in  July,  he  reacted  swift- 
ly to  glum  economic  tid- 
ings by  dumping  cycli- 
cals and  moving  into 
high-yielding  stocks. 

Nowadays,  Hoey  is  al- 
tering his  asset  mix 
again  by  gradually  buy- 
ing cyclical  stocks. 
About  50%  of  the  fund 
is  in  common  stock,  with 
about  25%  in  convertible 
securities  and  25% 


HOEY:  "LOSING  MONEY  FOR 
OTHER  PEOPLE  IS  A  LOT  DIFFERENT 
THAN  JUST  GIVING  ADVICE" 


cash.  But  if  the  tide  turns,  he  will  feel 
unencumbered  about  changing  his 
mind — quite  different  from  his  days  as  a 
brokerage-house  seer,  when  public  con- 
sistency was  the  order  of  the  day.  "Fore- 
casting pride  doesn't  count  for  much," 
says  Hoey. 

Performance  alone  is  the  key — and  an 
area  where  Dreyfus  desperately  needs 
an  equity-fund  star.  "You  can't  point  to 
any  of  the  Dreyfus  stock  funds  and  say: 
'This  is  a  fund  you  can  really  be  proud 
of,'  "  notes  John  Rekenthaler,  editor  of 
Morningstar  Mutual  Funds. 

But  with  Hoey  proving  that  an  eco- 
nomic maven  can  manage  money,  maybe 
the  Dreyfus  lion  finally  has  something  to 
roar  about. 

By  Gary  Weiss  in  Neiv  York 
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have  cost  $37.2  million,  and  this  year 
could  cost  $6  million  more. 

Indeed,  earninjjs  look  this  good  only 
because  of  income  from  the  company's 
cache.  From  1989  through  1991,  Drey- 
fus' pretax  income  came  63/'  from  divi- 
dends, interest,  and  capital  gains  on  se- 
curities. Even  this  year,  some  analysts 
estimate  the  portfolio  will  contribute  at 
least  20'A  of  the  bottom  line. 

Dreyfus'  earnings  are  picking  up  now 
because  it  has  been  gradually  phasing  in 
fees.  On  Oct.  1,  it  will  add  an  additional 
0.05  percentage  points  in  management 
fees  to  the  $6.5  billion  Dreyfus  World- 
wide Dollar  Fund.  That  will  produce  $3.3 
million  more  a  vear.  But  Dreyfus  still 
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DATA:  DREYFUS  CORP. 


absorbs  expenses  and  waives  fees  on 
startups,  such  as  the  three  new  Dreyfus 
BASIC  money-market  funds,  with  $542 
million  in  assets.  Those  subsidies  can  be 
powerful  in  today's  yield-starved  world. 
While  the  average  taxable  money  fund 
yields  only  3'',  Dreyfus  B.ASIC  pays  more 
than  3.7''.  The  extra  yield  that  goes  to 
the  fund  investor  comes  out  of  the  cor- 
porate shareholder's  pocket. 

"Every  decision  we  make  is  looking 
toward  the  long-term  best  interests  of 
the  company,"  says  DiMartino.  "If 
short-term  earnings  take  a  hit,  so  be  it." 
He  says  senior  executives  have  much  to 
lose  from  such  hits,  "since  most  of  our 
compensation  is  based  on  pretax  in- 
come." Yet,  he  says,  the  basis  for  execu- 
tive pay  has  never  been  an  issue  in  plan- 
ning strategy.  The 
Worldwide  Dollar 
fund  is  a  success,  he 
argues:  757'  of  the 
customers  attracted 
were  new  to  Dreyfus, 
and  50'  f  had  never  be- 
fore invested  in  a  mu- 
tual fund. 

But  for  all  the  in- 


A  reputation  for 
caution  helps  Dreyfus 
lure  risk-averse 
savers  from  banks 


vestment  in  building  assets,  Dreyfus  is 
not  the  leader  in  money-market  funds. 
According  to  Dreyfus,  it  has  a  9.25?' 
share  of  that  business,  up  from  6.347  in 
1989.  But  competitors  are  not  standing 
still,  either.  It  still  trails  Fidelity,  Merrill 
Lynch,  and  Lehman  Brothers,  according 
to  IBC's  Money  Market  Insight.  In  fixed- 
income  and  equity  funds,  Dreyfus  is 
10th,  with  a  2.77  share  at  the  end  of  the 
second  quarter,  according  to  Financial 
Research.  Its  market  share  slipped  from 
nearly  37  a  year  earlier. 
BIG  HOLES.  That's  surprising  for  a  com- 
pany whose  roots  are  in  the  stock  mar- 
ket. But  its  first  and  still-largest  equity 
fund,  the  $2.8  billion  Dreyfus  Fund,  has 
been  a  middle-of-the-pack  performer  for 
most  of  the  past  decade  and  has  suf- 
fered from  net  redemptions  for  years. 
The  fund  lineup  also  has  some  big  holes. 
Global  investing,  where  risks  can  be 
spread  around  the  world,  is  one  of  the 
fastest-growing  categories  of  funds.  Yet 
Dreyfus  has  only  one  global  equity  fund 
and  no  global  fixed-income  products. 

There  are  some  bright  spots.  The  in- 
fant Dreyfus  Growth  &  Income  Fund  is 
on  a  tear  (box,  page  114),  and  Dreyfus 
Third  Century  Fund,  a  social-investing 
fund,  has  been  revitalized  under  new 
portfolio  managers.  That  fund  and  Drey- 
fus Strategic  Investing  were  in  the  high- 
est-rating category  in  the  1992  BU.SINESS 
WEEK  Mutual  Fund  Scoreboard. 

Industry  executives  say  Dreyfus 
needs  a  broader  lineup  of  equity  funds, 
if  it  is  going  to  succeed  in  gathering 
401(k)  assets  and  other  defined-contribu- 
tion  retirement  plans.  DiMartino  says 
that's  one  reason  the  firm  hired  Fayez 
Sarofim,  a  well-known  manager  of  cor- 
porate and  public  pension  plans,  to  man- 
age the  Dreyfus  Appreciation  Fund.  And 
Dreyfus  recently  announced  a  series  of 
index-like  funds  as  a  joint  venture  with 
Wilshire  Associates,  a  pension-fund  con- 
sulting firm.  DiMartino  says  the  compa- 
ny is  talking  with  a  British  investment 
manager  that  could  result  in  some  new 
global  offerings. 

In  the  final  analysis,  Dreyfus'  for- 
tunes will  depend  on  how  well  its  money- 
market  funds  fare.  If  the  economy  re- 
mains in  the  doldrums,  interest  rates 
will  stay  in  the  cellar,  and  so  investors 
will  shy  away  from  money  funds.  If, 
however,  economic  growth  picks  up,  in- 
terest rates  will  re- 
bound, and  investors 
will  begin  to  pile  into 
the  funds.  If  that  hap- 
pens, Stein's  conserva- 
tive strategy  will  turn 
Dreyfus  into  the  big 
winner  once  again. 

By  Jeffrey  M. 
Laderman  in  New  York 
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THERE'S  PAIN 
IN  AMEX'  GAIN 


To  get  Mellon  to  buy  Boston  Co 
it  had  to  retain  risky  loans  to  O&Y 


On  the  surface,  the  hefty  de; 
struck  by  American  Express  C 
for  its  Boston  Co.  unit  seen 
like  a  windfall.  On  Sept.  14,  Pittsburg 
based  Mellon  Bank  Corp.  agreed 
cough  up  $1.45  billion  for  the  old-lii 
private  bank  and  money-managemei 
firm.  Thanks  to  a  bidding  war,  the  pri( 
tag  is  a  cool  $100  million  higher  th£ 
AmEx's  asking  price. 

A  closer  look  reveals  that  AmEx  d 
less  well  than  appearances  suggest, 
get  the  deal  done,  it  had  to  clean 
Boston  Co.'s  balance  sheet.  AmEx  is  a 
suming  well  over  $100  million  in  proble 
Boston  Co.  assets  that  could  result  in 
write-off  for  the  card  giant  after  tl 
deal  closes  early  next  year. 
NORTHERN  EXPOSURE.  AmEx  agreed 
transfer  to  its  books  a  $100  million  ii 
vestment  Boston  Co.  made  in  three  Ne" 
York  office  buildings  owned  by  Canada 
Olympia  &  York  Developments  Ltd. 
the  late  '80s,  Boston  Co.  invested 
three  collateralized  mortgage  obligatioi 
on  the  properties  worth  $132  million.  A 
ter  the  O&Y  empire  collapsed,  Boston  C 
wrote  off  $15  million  in  losses  on  tl 
CMOS.  AmEx  says  the  CMOs  are  securt 
by  the  rents,  which  are  current,  and  tl 
properties  themselves.  "They're  bein 
carried  at  fair  value,"  says  an  AmE 
spokesperson.  But  the  risk  is  that  0& 
will  cut  rent  payments  or  that  the  buil 
ings  will  decline  in  value. 

AmEx  also  will  keep  a  portfolio 
British  jumbo  mortgages  worth  "in  tl" 
low  tens  of  millions,"  says  an  AmE 
spokesperson.  Mellon  and  AmEx  agree 
to  split  any  losses  from  the  portfolio. 

Despite  these  concessions,  Ame 
should  still  come  out  a  winner.  If  regul 
tors  approve  the  sale,  AmEx  expects  1 
post  a  $250  million  boost  to  the  tangib' 
net  worth  of  its  Shearson  Lehma 
Brothers  Inc.  brokerage,  which  is  Bo 
ton  Co.'s  immediate  parent.  Many  an; 
lysts  believe  a  stronger  Shearson  mear 
AmEx  has  a  better  chance  of  reachin 
its  long-term  goal  of  finding  a  buyer  fc 
the  brokerage  (BW — Aug.  24).  Saj 
Dean  Witter  Reynolds  Inc.  analyst  M 
chael  Lewis:  "They  may  have  had  to  e; 
some  problems,  but  they  also  increase 
their  options  with  Shearson." 

By  Geoffrey  Smith  in  Bosto 
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'ORTRAIT  OF  A  QUITTER 
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.hout  six  years  ago,  I  decided  to  stop  smoking.  So  I  tried  cold  turkey.  But  soon,  my  wife  caught  me 
sneaking  cigarettes  out  the  bathroom  window. 

QUITE  FRANKLY,  I  NEVER  THOUGHT 
/  COULD  REALLY  QUIT  SMOKING.  ^ 

Then  my  doctor  suggested  Hahitrol™  Hahitrol  is  a  skin  patch,  available  only  by  prescription  to  help  relieve 
nicotine  cravings.  Wlien  used  as  part  of  a  comprehensive  behavioral  smoking  cessation  program,  it's  been 
clinically  proven  to  increase  the  chances  of  quitting  in  the  critical  first  three  months.  That's  when  nicotine 
withdrawal  symptoms  force  many  people  back  to  smoking. 

As  part  of  my  smoking  cessation  program,  1  attended  a  support  group  my  doctor  recommended.  He  also 
gave  me  a  free  support  kit  with  tips  on  getting  through  the  rough  times.  And  an  audio  tape  tor  relaxation 
and  motivation. 

Since  Hahitrol  contains  nicotine,  do  NOT  smoke  or  use  other  nicotine  containing  products  while  receiving 
Habitrol  treatment.  If  you're  pregnant  or  nursing,  or  have  heart  disease,  he  sure  to  first  find  out  from  your  doctor 
all  the  ways  you  can  stop  smoking.  It  you're  taking  a  prescription  medicine  or  are  under  a  doctor's  care,  talk 
with  your  doctor  about  the  potential  risks  ot  Habitrol.  Habitrol  shouldn't  be  used  tor  more  than  three  months. 

If  you're  really  determined  to  quit,  ask  your  doctor  if  Habitrol  as  part  of  a  comprehensive  smoking  cessation 
program  is  right  for  you.  Or  call  1-800-YES-U-CAN,  for  a  brochure  today. 

If  you're  tired  of  quitting  and  failing,  Habitrol  can  help  you  with  the  nicotine  craving  and  this  can  help  you  in 
your  program  to  quit  smoking.  After  that,  it's  up  to  you. 

F  YOUyE  GOT  THE  WILL,  NOW  YOU  CAN  HAVE  THE  POWER,  Habitrol 

(nicotine 
transdermal 


'BASEL 

I  Pharmaceuticals 

on  o(  CIBft-GEIGY  Cofpofation 
Tilt,  New  Jersey  07901 
92  CIB^-GEIGY  Cofporalon 


273-22860-A  qvqtpm^ 

See  next  page  for  additional  important  intormation,  oucm; 


Habitrol" 

(nicotine  transdermal  system) 

Systemic  delivery  ot  21 . 14,  or  7  mg/day  over  24  hours 

BRIEF  SUMMARY.  FOR  FUU  PRESCRIBING  INFORMATION  SEE  PACKAGE 
INSERT. 

INDICATIONS  AND  USAGE 

Hdbilml  IredlmenI  is  indicaled  js  an  aid  lo  smoking  cessalion  lot  Ihe  teliel  ol  nico- 
line  wiihdrawdl  sympionis  Habilrol  IrealmenI  should  be  used  as  a  pari  ol  a  com- 
piehensive  behavioral  smoking  cessalion  program 

The  use  ol  Habilrol  systems  lor  longer  lhan  3  monlhs  has  nol  been  sludied 
CONTRAINDICATIONS 

Use  ol  Habilrol  systems  is  l  onlraindicaled  in  palienis  wilh  hypersensilivily  or  alter - 
gy  lo  nirniine  or  lo  any  nl  Ihe  toniponenis  ol  Ihe  Iherapeulic  system 
WARNINGS 

11,1  iini  ii  jrn  any  sourcf  can  he  loxic  and  addiclive  Smoking  causes  lung  cancer 
iii/art  di'jMSP  emphysema  and  may  adversely  ailed  Ihe  lelus  and  Ihe  pregnani  woman 
For  any  smoker  wilh  or  *ilhoul  concomilani  disease  or  pregnancy  Ihe  risk  ol  nicoline 
replacement  in  ,i  smoking  cessalion  program  should  be  weighed  againsi  Ihe  hazard  ol 
conlinued  smoking  while  using  Habilrol  systems,  and  Ihe  likelihood  ol  achieving  ces- 
salion ol  smoking  wilhoul  nicoline  replacemeni 
Pregnancy  Warning 

Tobacco  smoke  which  has  been  shown  lo  be  harmlul  lo  Ihe  lelus  conlains 
nicoline  hydrogen  cyanide,  and  carbon  monoxide  Nicoline  has  been  shown  in 
animal  sludies  lo  cause  telal  harm  II  is  Iheieloie  presumed  lhal  Habilrol  Ireal- 
menI can  cause  telal  harm  when  administered  lo  a  pregnani  woman  The  ellecl 
ol  nicoline  delivery  by  Habilrol  systems  has  nol  been  examined  in  pregnancy 
Isee  PRECAUTIONS  Other  Eltecis)  Theielore  pregnant  smokers  should  be 
eocouraged  lo  attempt  cessation  using  educational  and  behavioral  interven- 
tions beloie  using  pharmacological  approaches  It  HabiUol  therapy  is  used 
during  pregnancy  or  it  Ihe  patient  becomes  pregnani  while  using  Habilrol 
IrealmenI  Ihe  patieni  should  be  apprised  ol  the  potential  hazard  lo  Ihe  lelus 
Safety  Note  Concerning  Children 

Ihe  amounts  ol  otcolme  lhal  are  tolerated  by  adult  smokers  can  produce  symptoms 
ol  poisoning  and  could  prove  lalal  it  Habilrol  systems  ate  applied  or  ingested  by 
childien  or  pets  Used  21  mg/day  systems  contain  aboul  60%  132  mg)  ol  their  im- 
liat  drug  content  Therelore  patients  should  be  cautioned  to  keep  both  used  and 
unused  Habilrol  systems  oul  ot  Ihe  reach  ol  children  and  pels 
PRECAUTIONS 
General 

Tlie  patient  should  be  urged  lo  stop  smoking  completely  when  initiating  Habiliol 
Iherapy  (see  DOSAGE  AND  ADMINISTRATION]  Patients  should  be  inloimed  that  it 
Ihey  continue  lo  smoke  while  osmg  Habilrol  systems  they  may  experience  adverse 
etiecis  doe  to  peak  nicotine  levels  higher  lhan  those  expetienced  liom  smoking 
alone  II  Ihete  is  a  clinically  signilicani  inctease  in  catdiovasculat  or  olher  ellecis 
allribotabte  to  nicotine  Ihe  Habilrol  dose  should  be  reduced  or  Habilrol  IrealmenI 
discontinued  (see  WARNINGS)  Physicians  should  anticipate  lhal  concomitant 
medications  may  need  dosage  adiuslmeni  (see  Drug  Interactions) 

The  use  ol  Habilrol  systems  beyond  3  months  by  patients  who  slop  smoking 
should  be  discouraged  because  the  chronic  consumption  ol  nicotine  by  any  route 
can  be  harmlul  and  addicting 

Allergic  Reactions:  In  a  6-week  open-label  dermal  irritation  and  sensitizalion 
study  ol  Habilrol  systems  22  Ol  220  patients  exhibited  delinite  erythema  al  24 
hours  alter  applicalion  Upon  rechallenge  3  palienis  exhibited  mild-to-moderate 
contact  altergy  Patients  with  contact  sensitialion  should  be  cautioned  lhal  a  sen  - 
ous  reaction  could  occur  from  exposore  lo  olher  nicotine-contaimng  products  ot 
smoking  In  Ihe  ellicacy  mats  erythema  lollowing  system  removal  was  typically 
seen  in  aboul  17%  ol  patients  some  edema  in  4%  and  dropouts  due  lo  skin  reac- 
trons  occuried  m  6%  ol  patients 

Patients  should  be  instructed  to  promptly  discontinue  Ihe  Habilrol  treatment 
and  conlaci  their  physicians  it  Ihey  experience  severe  or  persistent  local  skin  reac- 
tions at  the  site  ol  application  le  g  severe  eiylhema,  pruritus  or  edema)  or  a  gen  - 
eiatized  skin  reaction  (eg  udicaria  hives  or  generalized  rash) 
Skin  Disease:  Habilrol  systems  are  usually  well  tolerated  by  patients  with  normal 
skin  bul  may  be  irrilaling  lor  patients  wilh  some  skin  disorders  (atopic  or  eczema- 
lous  dermatitis) 

Cardiovascular  or  Peripheral  Vascular  Diseases:  The  risks  ol  oicoline 

■'i.i   :!'■■'  :!  .1   :mi  and  peripheral  vascular  dis- 

>-.i>. .  ,  1,:; A' ;  ,i,j.i  :ii:,-:ii.  .' including  nicotine  replacement  in 
a  smoking  cessalioii  program  loi  them  Speciticatty  patients  with  coronary  heart 
disease  (history  ol  myocardial  inlarclioo  and/or  angina  pectoris)  serious  cardiac 
arrhythmias  or  vasospastic  diseases  (Buerger  s  disease  Prinzmetal  s  variant  angi  - 
na)  should  be  carelolly  screened  and  evaluated  belore  nicotine  replacement  is  pre- 
scribed 

Tachycardia  occurring  in  association  with  Ihe  use  ol  Habilrol  treatment  was 
repotted  occasionally  II  serious  catdiovascolat  symptoms  occut  with  Habiltol 
itealmenl  it  should  be  discontinued 

Habiltol  Itealmenl  should  genetally  nol  be  used  m  palienis  during  the  immedi- 
ate posl-myocatdial  inlatction  period  patients  with  serious  arrylhmias,  and 
patients  with  severe  or  viorsening  angina  pectoris 
Renal  or  Hematic  Insaflicienci:  The  pharmacokinetics  ol  nicotine  have  nol 
l,^-"-  ,i,j:]i'-'l  in  the  elderly  or  in  patients  with  renal  or  hepatic  impairment 
Hcwvei  given  that  nicotine  is  extensively  metabolized  and  lhal  ils  total  system 
clearance  is  dependent  on  liver  blood  How  some  mltuence  ot  hepatic  impairment 
on  drog  kinetics  (reduced  clearance)  shoold  be  anticipated  Only  severe  renal 
impairment  would  be  expected  lo  ailed  Ihe  clearance  ol  nicotine  or  its  metabolites 

■•'  11,  olaiioii  (See  CLINICAL  PHARMACOLOGY  Pharmacokinetics) 
Endocrine  Diseases:  Habilrol  treatment  should  be  used  with  caution  in 
patients  with  hyperthyroidism  pheochromocyloma  or  insolin-dependeni  dia- 
betes since  nicoline  causes  Ihe  release  ol  catecholamines  by  Ihe  adrenal  medol- 
la 

Peptic  Ulcer  Disease:  Nir  oline  delays  healing  m  peptic  ulcer  disease  Iherelore 
H,it,  1-  ,  -  ■  ,'  ^luld  be  used  wilh  caulion  m  palienis  wilh  atlive  peptic  ulcers 
,jr"l  ,.1!'!/  A'  •  1'  ufiii.'tits  ol  including  nicotine  replacement  in  a  smoking  cessa- 
tion piogram  outweigh  the  risks 

Accelerated  Hypertension:  Nicotioe  constitutes  a  risk  laclor  lor  development 
ol  malignant  hypertension  in  patients  with  accelerated  hypertension  therelore 
Habilrol  IrealmenI  should  be  used  with  caution  in  Ihese  palienis  and  only  when  the 
benelils  ol  inctoding  nicotine  replacemeni  in  a  smoking  cessation  program  ool  - 
weigh  Ihe  risks 
Information  for  Patients 

A  patient  instruction  sheet  is  included  in  the  package  ol  Habiltol  systems  dis 
pensed  to  the  patient  It  conlains  important  intormalion  and  inslroclions  on  how  lo 
use  and  dispose  ol  Habilrol  systems  properly  Patients  should  be  encouraged  to 
ask  guestions  ol  the  physician  and  ptiarmacist 

Palienis  most  be  advised  to  keep  both  osed  and  unused  systems  ool  ol  the  reach  ol 


childreo  and  pets 
Drug  Interactions 

Smoking  cessation  with  or  withoot  nicotine  replacement,  may  alter  the  pharma- 
cokinetics ol  certain  concomitant  medications 
May  Require  a  Decrease  in 

Dose  at  Cessation  of  Smoking     Possible  Mechanism 


pentazocine  propranolol 
theophylline 


eii/yllii-,,, 
cessation 


Insulin  Increase  ol  subcutaneous 

insulin  absorption  with 
smoking  cessation 

Adrenergic  antagonists  Decrease  in  circulaling 

(eg  prazosin,  labelalol)  catecholamines  with 

smoking  cessation 

May  Require  an  Increase  In 

Dose  at  Cessation  of  Smoking      Possible  Mechanism 

Adrenergic  agonists  Decrease  in  circulating 

(eg  isoproterenol  catecholamines  wilh 

phenylephrine)  smoking  cessation 

Carcinogenesis,  Mutagenesis,  Impairment  of  Fertility 

Nicoline  ilsell  does  not  appear  to  be  a  carcinogen  m  laboratory  animals  However 
nicotine  and  its  metabolites  increased  Ihe  inciiience  ol  tomors  in  the  cheek  pooch- 
es ot  hamsters  and  loreslomach  ol  F344  rats  respectively  wheo  giveo  in  combina  - 
lion  with  tumor-iniliators  One  stody  which  could  not  be  replicated  suggested  that 
colinine  Ihe  primary  metabolite  ol  nicotine  may  cause  lympborelicular  sarcoma  in 
Ihe  large  inlesline  in  lals 

Nicotine  and  colinine  were  nol  mutagenic  in  the  Ames  Salmonella 
lest  Nicotine  induced  reparable  DNA  damage  in  an  f  coli  test  system  Nicotine 
was  shown  lo  be  genotoxic  in  a  lest  system  using  Chinese  hamster  ovary  cells  In 
rats  and  rabbits,  implanlalion  can  be  delayed  or  inhibited  by  reduclion  in  DNA  syn- 
thesis that  appeals  to  be  caosed  by  nicotine  Sludies  have  shown  a  decrease  in  titlet 
size  in  tats  tteated  with  nicotine  during  gestation 
Pregnancy  Category  0  (see  WARNINGS) 

The  hatmlol  ellecis  ol  cigatelte  smoking  on  maternal  and  telal  health  ate  cleatly 
eslablished  These  inclode  low  bitth  weight,  an  mcteased  tisk  ol  spontaneoos 
abotlion  and  mcteased  petinatat  mottalily  The  specilic  ellecis  ol  Habiltol  Iteal- 
menl on  telal  devetopmeni  ate  unknown  Thetelote  ptegnani  smokets  should  be 
encouraged  to  altempi  cessation  osmg  educational  and  behaviotal  inletvenlions 
belote  osmg  phatmacological  apptoaches 

Spontaneous  abotlion  during  nicotine  replacement  theiapy  has  been  reported 
as  with  smoking  nicotine  as  a  contriboting  laclor  caooot  be  excluded 

Habilrol  IrealmenI  should  be  used  during  pregnancy  only  it  Ihe  likelihood  ol 
-,m  -;t ';■) .    „i'irin  |uslilies  the  potential  risk  ol  use  ol  nicotine  teplacement  by  Ihe 
li.t.'  ■  /.■    .,1,  untinue  lo  smoke 
Teratogenicity 

Animal  Studies:  Nicotine  was  shown  to  ptodoce  skeletal  abnotmatilies  in  Ihe  otl- 
,;  "  given  doses  loxic  lo  the  dams  125  mg/kg/day  IP  ot  SCl 

Human  Studies:  Nicotine  teialogenicily  has  not  been  studied  in  humans  except 
as  a  component  ol  cigatelte  smoke  (each  cigarette  smoked  delivers  aboul  1  mg  ol 
nicotine)  It  has  nol  beeo  possible  lo  conclode  whether  cigarette  smoking  is  leialo- 
genii  Ic  humans 
Other  Effects 

Animal  Studies:  A  nicotine  bolus  (up  lo  2  mg/kgi  to  pregnant  rhesus  mon- 
keys I  ,iused  acidosis  hypercarbia  and  hypotension  (telal  and  maternal  con- 
centrations were  abool  20  limes  those  achieved  alter  smoking  1  cigarette  in  5 
minutes)  Fetal  breathing  movements  were  reduced  in  Ihe  telal  lamb  alter 
inlravenoos  inieclion  ol  0  25  mg/kg  nicotine  lo  Ihe  ewe  (egoivatent  to  smok 
mg  1  cigarette  every  20  seconds  lot  5  minutes)  Uterine  blood  How  was 
ledoced  abool  30%  alter  inlusion  ol  0  1  mg/kg/min  nicotine  lor  20  minotes  lo 
pregnani  thesus  monkeys  (egurvateni  to  smoking  about  6  cigarettes  every 
minote  lor  20  minules) 

Human  Experience:  Cigarelle  smokiog  during  pregnancy  is  associated  wilh  an 
increased  risk  ol  spontaneous  abortion  tow-birlh-weight  inlants  and  perinalat  mor- 
tality Nicotine  and  carbon  monoxide  are  considered  the  most  likely  mediators  ol 
these  Outcomes  The  ellecis  ol  cigarette  smoking  on  telal  cardiovascular  parameteis 
have  been  studied  neat  tetm  Cigatetles  mcteased  telal  aortic  blood  How  and  heart 
tate  and  decteased  oletme  blood  How  and  lelat  brealhmg  movements  Habilrol 
IrealmenI  has  not  been  slodied  in  pregnant  homans 
labor  and  Delivery 

HabiKol  systems  are  nol  recommended  to  be  tell  on  during  labor  and  delivery  The 
eltects  ol  otcolme  on  the  mother  or  the  lelus  during  labor  are  unknown 
Nursing  Mothers 

Caution  shoold  be  exercised  when  Habilrol  Iherapy  is  administered  to 
norsing  women  The  salety  ol  Habilrol  treatment  in  nursing  inlants  has  not 
been  examined  Nicotine  passes  treety  into  breasi  milk  the  mitk-to-ptasma 
ratio  averages  2  9  Nicotine  is  absotbed  oiatty  An  inlani  has  Ihe  abitily  lo 
cleat  nicotine  by  hepatic  titst-pass  cleatance  howevet  Ihe  elliciency  ol 
temoval  is  ptobably  lowest  al  bitlh  The  mcolme  concentrations  in  milk  can 
be  expected  to  be  lower  with  Habilrol  Itealmenl  when  used  as  directed  lhan 
with  Cigarette  smoking  as  maternal  plasma  nicotine  concentratrons  art 
generally  reduced  with  nicotine  replacement  The  irsk  ol  exposure  ol  Ihe 
intant  to  nicotine  Irom  Habilrol  systems  should  be  weighed  against  Ihe 
risks  associated  with  the  inlant  s  exposuie  lo  nicotine  Irom  continued 
smoking  by  the  mother  (passive  smoke  exposure  and  contamination  ol 
breasi  milk  wilh  other  components  ol  tobacco  smoke)  and  Irom  Habilrol 
systems  atone  or  in  combination  with  continued  smoking 
Pediatric  Use 

Habilrol  systems  are  nol  recommended  tor  use  in  children  because  Ihe  salety  and 
ellecliveness  ol  Habilrol  treatment  m  chitdien  and  adolescents  who  smoke  have  not 
been  evatoaled 
Geriatric  Use 

Forty-eight  patients  over  Ihe  age  ot  60  partir  ipated  in  clinical  trials  ot  Habilrol  Iher  - 
apy  Habilrol  therapy  appeared  lo  be  as  elleclive  in  this  age  groop  as  in  younger 
smokers 

ADVERSE  REACTIONS 

Assessment  ot  adverse  events  in  Ihe  792  patients  who  participated  in  controlled 
clinical  trials  is  complicated  by  Ihe  occurrence  ol  Gl  and  CNS  ellecis  ol  mcolme 
withdrawal  as  well  as  mcolme  excess  The  aclual  incidences  ol  bolh  ate  conlound  - 
ed  by  concurteni  smoking  by  many  ol  Ihe  palienis  In  Ihe  tiiats  when  tepotting 
adverse  events  the  invesligalots  did  not  attempt  to  identity  Ihe  cause  ol  the  symp- 
tom 

Topical  Adverse  Events 

The  miost  commnn  adverse  event  associated  with  topical  nicotine  is  a  short-lived 
erythema,  pruritus  or  burning  al  Ihe  application  site  which  was  seen  at  least  once 


in  35%  ot  palienis  on  Habilrol  IrealmenI  in  Ihe  clinical  liials  Local  erythema  atler 
system  removal  was  noted  al  teasi  once  m  1 7%  ol  patients  and  local  edema  m  4'~ 
Eiylhema  generally  resolved  within  24  hours  Cutaneous  hypersensitivity  (contac 
sensilizalion)  occuried  in  2%  ol  patients  on  Habilrol  Itealmenl  (see  PRECAU- 
TIONS Allergic  Reactions) 
Probably  Causally  Related 
The  lollowing  adverse  events  were  reported  more  Ireguenlly  in  HabilroTlrealed  patient! 
lhan  in  placebo-ttealed  patients  or  exhibited  a  dose  response  in  clinical  trials 
Digestive  system  -  Diarrhea'  dyspepsia' 
Moulh/Toolh  disorders  -  Dry  moulh 
Musculoskelelal  system  -  Arthralgia'  myalgia' 
Nervous  system  -  Abootmat  dreamsf ,  somnolencet 
Frequencies  lor  21  mg/day  system 
'Reported  in  3%  lo  9%  ol  patients 
tReported  in  1%  lo  3%  ol  patients 
llnmarkpft  it  ippoitPrt  in   r,-,  ot  palienis 
Causal  Relationship  Unknown 

and  placebo-treated  patterns  al  aboul  Ihe 

I  ■  ' '  .,,  I  :  ,i   in- listed  below  The  clinical  signrlicanceot  the 

.association  between  Habilrol  IrealmenI  and  these  events  is  unknown  bol  they  are 
repotted  as  alerting  intormalion  lor  the  clinician 
Body  as  a  whole  -  Alletgyt  back  paint 
Cardiovascular  system  •  Hypertensiont 
Digestive  system  •  Abdominal  paint  conslipationt  nausea'  vomiting 
Nervous  system  -  Dizziness',  concenltalion  impairedt  headache  (17%),  insomnia' 
Respitaloty  system  ■  Cough  incteasedt  phatyngilist,  sinusilist 
Uiogenilat  system  -  Dysmenotthea' 
Freguencies  lor  21  mg/day  system 
■Reported  in  3%  lo  9°'»  ol  patients 
tReported  in  V'„  In  Vr,  nl  pjliprils 
Unmark'  ■  '  :  *  :  '  ' ;  ,-,iienls 
DRUG  ABUSE  AND  DEPENDENCE 
Habilrol  ■ly'j'.-m  :.  ,if  iikciy  lu  r.]vi  a  tow  abuse  potential  based  on  dilleiences  betwef 
It  and  cigarettes  m  lour  characlenslics  commonly  considered  important  in  conlribuli 
to  abuse  much  slower  absorption  much  smaller  Ituctualrons  in  blood  levels  lower 
blood  levels  ol  nicotine  and  less  Ireguent  ust,  (i  e  once  daily) 

Dependence  on  mcolme  potacrilex  chewing  gum  replacemeni  Iherapy  has  b 
reported  Such  dependence  mrght  also  occur  Irom  translerence  lo  Habilrol  sysleri 
ot  tobacco-based  oicoline  dependence  The  use  ol  Ihe  system  beyond  3  monlhs 
has  not  been  evaluated  and  should  be  discouraged 

To  minimize  Ihe  nsk  ol  dependence  patients  should  be  encoutaged  lo  wilhdtaw 
gradually  Irom  Habrlrol  IrealmenI  alter  4  lo  8  weeks  ol  usage  Recommended  dose 
reduction  is  to  progressively  decrease  the  dose  every  2  to  4  weeks  (see  DOSAGE  AN 
ADMINISTRATION) 
OVERDOSAGE 

The  ellecis  ot  applying  several  Habilrol  systems  simultaneously  or  ol  swallow 
mg  Habilrol  systems  are  unknown  ( see  WARNINGS  Salety  Note  Concerning 
Children) 

The  otal  LD.  lot  nicotine  in  todenis  vaties  wilh  species  bul  is  in  excess  ol  24 
mg/kg,  dealh  is  doe  lo  tespitatoty  patalysis  The  otal  minimom  lethal  dose  ol  met 
line  in  dogs  is  gteatei  than  5  mg/kg  The  otal  mmimum  acute  telhat  dose  lot  nico 
line  in  human  adults  is  lepotted  lo  be  40  to  60  mg  (■  1  mg/kg) 

Two  or  three  Habiltol  30  cm  systems  in  capsules  ted  lo  iJogs  werghing  8- 1 7  k 
were  emetic  bul  did  not  produce  any  other  signilicant  clinical  signs  The  adminis 
tration  ol  Ihese  patches  corresponds  lo  aboul  6-17  mg/kg  ol  mcolme 

Signs  and  symptoms  ol  an  overdose  ol  Habilrol  systems  would  be  expecif 
lo  be  Ihe  same  as  those  ol  acule  nicotine  poisoning  including  pattot,  cold 
sweat  nausea  salivation  vomiling  abdominal  pain  diatthea  headache,  dizz 
ness  dislutbed  heating  and  vision  Itemot  mental  contusion,  and  weakness 
Ptosltation  hypotension  and  tespiralory  taiture  may  ensue  with  targe  over- 
doses Lethal  doses  produce  convolsions  guickly  and  death  lotlows  as  a  resu 
ol  peripheral  or  cenlrat  respiratory  paralysis  oi  less  Ireguenlly,  cardiac  lailuf 
Overdose  From  Topical  Exposure 
The  Habilrol  system  should  be  removed  immediately  il  Ihe  palieni  shows  signs  ol 
overdosage  and  the  patieni  should  seek  immediate  medical  caie  The  skin  surlace 
may  be  Hushed  wrih  water  and  dried  No  soap  should  be  used  since  it  may 
increase  nicotine  absorption  Nicotine  will  continue  lo  be  delivered  into  Ihe  blood 
stream  lor  several  hours  (see  CLINICAL  PHARMACOLOGY,  Pharmacokrnelics) 
alter  rpmpv,ii  i'  "-i-  '  v  ,|pm  because  ol  a  depot  ol  nicotine  m  the  skin 
Overdose  From  Ingestion 

Person-,  r  ;> -  I.'  ^  n,ii,nol  systems  should  be  relerredloaheallhcarelacitilylor 
management  Due  lo  the  possibility  ol  nicolme-induced  seizures,  activated  char- 
coat  should  be  admimslered  In  unconscious  patients  with  a  secore  airway  rnslilt 
activated  charcoal  via  nasogastric  lube  A  saline  cathartic  or  sorbitol  added  lo  the 
lirst  dose  ol  activated  charcoal  may  speed  gasltomteslinat  passage  ol  Ihe  system 
Repeated  doses  ol  activated  chatcoat  should  be  admmisleted  as  long  as  Ihe  sys- 
tem temains  in  Ihe  gastrointestinal  trad  since  it  will  continue  lo  release  mcolme  Ir 
many  hours 

Management  of  Nicotine  Poisoning 

Other  sopportive  measures  include  diazepam  pt  batbiluiates  lor  seizures,  atropine  lo 
excessrve  bronchial  secretions  ot  diarrhea  respiratory  support  lor  respiratory  lailuie. 
and  vigorous  lluid  support  tor  hypotension  and  cardiovascular  collapse 
Safety  and  Handling 

Habilrol  systpms  can  be  a  dermal  irritant  and  can  cause  conlaci  sensitization 
Although  exposute  ol  health  caie  wotkets  lo  nicotine  Irom  Habiltol  systems  shoul 
be  minimal  cate  should  be  taken  lo  avoid  unnecessary  contact  with  active  sys- 
tems It  you  do  handle  active  systems  wash  with  watet  atone,  since  soap  may 
inctease  mcolme  absotplion  Do  nol  looch  your  eyes 
Disposal 

When  Ihe  osed  system  is  removed  Irom  the  skin  it  should  be  lotded  over  and  placet 
in  Ihe  protective  pouch  which  contained  the  new  system  The  used  system  should  b 
immediately  disposed  ol  in  such  a  way  to  prevent  its  access  by  children  or  pels  '. 
patient  intormalion  lor  lurther  directions  tor  handling  and  disposal 
How  to  Store 

Do  not  store  above  86  -  F  (30  C)  becaose  Habiltol  systems  ate  sensilive  lo  heal  A 
slight  discolotation  ol  Ihe  system  is  nol  sigmlicani 

Do  nol  slote  unppuched  Once  temoved  Itom  Ihe  pioleclive  pouch  Habiltol 
systems  shoold  be  applied  piomplly  since  mcolme  is  volatile  and  Ihe  system  may 
lose  sitength 

CAUTION:  Fedetal  taw  ptohibits  dispensing  withoot  ptesctiplion 
Ptinted  in  U  S  A  C92-1  iRev  2/92) 
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ESTATE  I 


CE  AND  TRUDY  BUSBY  SOLD  THEIR  COLUMBUS  HOME  IN  EIGHT  DAYS  AND  MADE  A  TIDY  PROFIT 


EAL  ESTATE  SLUMP? 
fHAT  REAL  ESTATE  SLUMP? 


using  is  hot  in  markets  such  as  Denver  and  Columbus,  Ohio 


^eal  estate  still  equals  real  head- 
caches  in  most  places.  Although 
^home  sales  are  up  nationally  from 
sastrous  1991,  residential  real  estate 
!alifornia  and  much  of  the  Northeast 
ains  a  picture  of  despair.  Price  incen- 
s  haven't  helped  much.  Mortgage 
IS  are  at  19-year  lows  (an  average  of 
%  for  a  30-year  conventional  loan). 
I  some  houses  have  dipped  as  much 
me-third  in  price  from  the  boom  days 
he  1980s.  Yet  layoff  frenzy  in  Corpo- 
'  America  has  left  people  in  many 
;s  of  the  country  too  scared  to  buy. 
ut  dotted  across  the  map  are  mar- 
;  that  do  quite  handsomely  (table), 
se  Elysian  fields  of  housing  prosperi- 
ire  generally  clustered  around  small- 
lities  where  the  past  decade's  prices 
I't  spiral  out  of  control  and  where 
local  economy  has  weathered  the  re- 
;ion.  Homebuilders  in  these  areas  are 
y,  home  buyers  are  eagerly  taking 
antage  of  still-modest  prices,  and 
estate  brokers  are  enjoying  plenty 
iction. 

olumbus,  Ohio,  is  one  big  winner.  In 
go-go  real  estate  era,  the  city  of 

000  was  the  Land  That  Time  Forgot. 

[987,  when  the  median  home  price  in 
Francisco  spurted  by  20.47c,  Colum- 
posted  a  pedestrian  5.7%  rise.  Today, 

umbus'  prices  keep  inching  up  at 

ut  5%  annually,  while  San  Francis- 
are  dropping  by  3'X. 


Columbus'  secret:  Its  white-collar 
work  force  is  in  sectors  scarcely  touched 
by  the  layoff  scythe.  Unemployment  is  a 
mere  5.8%.  As  the  state  capital,  Colum- 
bus benefits  from  the  steady  paychecks 
of  government  workers,  as  well  as  those 
from  huge  Ohio  State  University.  Strong 
private  employers,  such  as  the  corporate 
headquarters  of  apparel  chain  The  Limit- 
ed Inc.,  provide  extra  ballast. 

Among  the  beneficiaries  of  this  propi- 
tious climate  are  Trudy  and  Bruce  Bus- 
by, who  had  no  trouble  selling  their  old 


HOUSING'S  OASES 
OF  PROSPERITY 

BOISE,  IDAHO  High-tech  niche  compa- 
nies keep  economy  buoyant.  Expatriate 
Californians  pour  in 

CHARLOTTE,  N.C.  This  magnet  for  small 
business  is  also  pushed  as  a  very  conge- 
nial place  to  live 

COLUMBUS,  OHIO  State  government,  a 
huge  university,  and  a  surprisingly  healthy 
service  sector  provide  a  stable  economy 

DENVER  Home-sales  market  benefits 
from  diversified,  white-collar  employment 
base  and  new  airport 

SALT  LAKE  CITY  Another  hot  spot  for  ex- 
Californians.  Local  biotech  and  software 
companies  cruise  through  recession 


three-bedroom  Cape  Cod  at  a  nice  profit 
to  move  up  to  a  four-bedroom  nearby. 
The  old  house,  says  Trudy,  an  instruc- 
tional assistant  at  Ohio  State,  "was  on 
the  market  for  eight  days."  San  Francis- 
co homes  languish  unsold  for  months. 

In  the  West,  dismay  over  California's 
crumbling  economy  has  been  a  boon  to 
Boise,  Idaho,  and  Salt  Lake  City.  Thanks 
to  the  decline  in  defense  contracting  and 
other  recessionary  malaise,  unemploy- 
ment in  the  Golden  State  hit  9.8%  in 
August,  while  housing  prices  tumbled 
3.5%  during  the  past  year.  In  Boise,  how- 
ever, joblessness  is  a  mere  3.8%.  High- 
tech employment  may  be  suffering  in 
other  areas,  but  not  in  Boise,  where  ex- 
ploiting successful  computer  industry 
niches  is  an  art.  Hewlett-Packard  Co., 
which  produces  its  popular  laser  printers 
here,  is  expanding  rapidly.  Its  plant  em- 
ploys 4,100  people,  with  500  hires  in  just 
the  past  six  months. 

Spur  Products  Corp.,  which  makes  in- 
terfaces between  printers  and  main- 
frames, moved  to  Boise  last  fall  from  El 
Segundo,  near  Los  Angeles.  Fed  up  with 
Southern  California's  high  costs  and 
traffic  hassles,  the  small  (36-person) 
company  was  attracted  to  Boise's  ameni- 
ties. Many  El  Segundo  employees  had 
two-hour  commutes;  now,  no  one  lives 
more  than  20  minutes  from  work. 
ROCKY  MOUNTAIN  HIGH.  Denver  shows 
that  even  more  urbanized  locales  can  be 
housing  hot  spots.  Although  beset  by 
pollution  and  congestion  problems,  the 
so-called  capital  of  the  Rockies  offers 
outdoorsy  attractions  that  have  long 
beckoned  newcomers.  Having  survived  a 
1980s  bust,  when  the  oil  and  gas  indus- 
try collapsed,  Denver  has  emerged  as  a 
diverse  economy  with  few  cyclical  manu- 
facturing companies.  Regional  phone 
heavyweight  U.  S.  West  Inc.  is  one 
steady  employer,  along  with  the  federal 
government,  which  has  its  highest  con- 
centration of  nondefense  workers  out- 
side Washington.  A  new  airport  is  being 
built,  further  sparking  job  creation. 
Thus  far  this  year,  home  sales  in  Denver 
are  up  a  head-turning  26%  . 

Given  performances  like  that,  the  usu- 
al boosterism  of  real  estate  sales  folk  is 
on  the  mark.  Says  Roy  Currie,  executive 
vice-president  for  the  Charlotte  (N.  C.) 
Association  of  Realtors:  "We've  got  a 
good  year  going."  Indeed — the  city,  a 
mecca  for  new  small  businesses,  has 
added  6,000  jobs  this  year.  No  wonder 
home  sales  there  are  up  13%.  For  all  of 
the  markets  battling  the  recession,  these 
success  stories  offer,  if  not  hope,  at 
least  a  bit  of  inspiration. 

By  Larry  Light  in  New  York,  with  Nancy 
Peacock  in  Medina.  Ohio,  Sandra  D. 
Atchison  in  Denver,  Don  Jones  Yang  in 
Seattle,  and  bureau  reports 
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MUTUAL  FUNDS I 


BULLS  IN 

THE  CHINA  SHOP 


Tliree  new  funds  are  betting  on  Beijing — but  investors  beware 


When  Beijing  first  allowed  for- 
eigners to  buy  shares  on  Chi- 
na's two  fledgling  stock  mar- 
kets in  February,  investor  enthusiasm 
was  at  a  fever  pitch.  China  has  long 
been  considered  to  have  enormous  po- 
tential as  a  manufacturing  center  and 
consumer  market.  But  U.  S.  investors 
had  no  easy  way  to  take  a 
direct  stake  in  China's  eco- 
nomic future. 

Not  surprisingly,  profes- 
sional investment  managers 
have  come  to  the  rescue  with 
mutual  funds  to  invest  in  Chi- 
nese securities.  The  first 
closed-end  China  fund  avail- 
able to  U.  S.  investors,  China 
Fund  Inc.,  was  launched  on 
July  10,  and  two  similar 
funds,  Greater  China  Fund 
Inc.  and  Jardine  Fleming  Chi- 
na Region  Fund  Inc.,  came  to 
market  soon  after.  So  far,  the 
funds  have  attracted  a  hefty 
$;:500  million.  But  just  as  the 
funds  are  making  their  debut 
on  the  New  York  Stock  Ex- 
change, the  romance  with  Chi- 
na is  cooling  off.  While  the 
potential  seems  seductive,  the 
risk  to  fund  investors  is  high. 
'CONFLICTS.'  One  reason  is  po- 
litical uncertainty.  "Unfortu- 
nately, by  the  time  the  funds 
came  out,  we  had  the  begin- 
nings of  conflict  over  human- 
rights  issues  with  China,  and 
now  additional  conflict  over 
trade,"  says  Frank  Cappiello, 
publisher  of  Capiello's 
Closed-End  Fund  Digest  in 
Santa  Barbara,  Calif. 

But  the  main  problem  has  been  con- 
cern about  the  high  valuation  of  Chinese 
stocks,  even  though  prices  have  been 
coming  down  recently.  "We  have  passed 
the  first  few  months  of  euphoria,"  says 
Dudley  Howard,  director  of  investor  re- 
lations for  the  $101  million  Jardine  Flem- 
ing China  Region  Fund  Inc.  "Consider- 
able caution  is  being  used  at  this 
moment." 

The  universe  of  Chinese  securities  is 
still  very  limited.  Only  17  stocks  listed 
on  China's  Shanghai  and  Shenzhen  ex- 


changes offer  the  "B"  shares  that  for- 
eigners can  invest  in.  While  more  issues 
are  needed  to  broaden  the  market,  ana- 
lysts caution  that  many  listings  may 
turn  out  to  be  premature.  "When  a  gov- 
ernment starts  to  push  companies  into 
the  marketplace  that  aren't  ready,  esti- 
mates on  which  they're  brought  to  mar- 


THREE  WAYS  TO  PLAY  CHINA 

CHINA  FUND  The  $1 10  million  fund  plans  to  invest  at  least 
65%  in  companies  that  trade  mainly  with  China.  It  will  also 
consider  companies  that  derive  at  least  50%  of  their  reve- 
nues from,  or  have  at  least  50%  of  their  assets  in,  China 

GREATER  CHINA  FUND  The  $95  million  fund  will  invest 
"substantially  all"  of  its  assets  in  companies  that  get  at  least 
50%  of  revenues  from  China.  At  least  65%  will  be  in  stocks 
listed  on  the  Chinese  and  Hong  Kong  exchanges,  but  the 
fund  may  also  invest  in  stocks  listed  on  exchanges  in  Korea, 
Singapore,  and  Taiwan 


ter  its  original  $73  million  offering, 
one's  sure  what  they  did  with  the  fi; 
$73  million,"  says  Matthew  Sarno,  a  ; 
curities  analyst  with  Asia  Securit 
Inc.,  one  of  the  top  five  brokerages 
Taiwan. 

Managers  of  the  new  China  funds, 
a  result,  are  very  wary.  All  three  ha 
most  of  their  assets  still  in  cash  and  pi 
to  make  less  direct — but  more  secure 
China-related  investments  via  the  Ho 
Kong  stock  exchange  and  other  Asi 
exchanges.  China  Fund  Inc.,  for  exa 
pie,  plans  to  invest  65%  of  its  ass( 
in  companies  that  trade  mainly  wi 
China,  get  at  least  50%  of  revenu 
from  China,  or  have  50%  of  their  ass( 
in  the  country.  The  fund  estimates  tl 
50  companies  on  the  Hong  Kong 
change  fit  the  bill. 

Such  strategies  make  t 
funds  similar  to  the  numero 
Pacific  Basin  mutual  fun( 
many  of  which  are  also 
vesting  heavily  in  the  Ho: 
Kong  market.  "We  prefer 
buy  China  on  the  cheap 
using  Hong  Kong  securitii 
which  have  attractive  vah 
tions,  good  dividend  yiek 
and  dollar-linked  currencie; 
says  Andrew  Economos,  t 
portfolio  manager  for 


JARDINE  FLEMING  CHINA  REGION  FUND  Jardine's  $101 
million  fund  plans  to  invest  its  assets  in  equities  listed  on  Chi 
no.  Hong  Kong,  Taiwan,  and  Macao  exchanges.  Like  the 
other  two  funds,  it  may  make  modest  late-stage  venture- 
capital  investments 


ket  turn  out  not  to  hold  too  much 
water,"  says  William  McBride,  interna- 
tional editor  for  Lipper  Analytical  Ser- 
vices Inc. 

The  reliability  of  financial  data  is  a 
constant  worry.  Accounting  practices 
and  securities  regulation  in  China  are 
primitive  at  best.  Recently,  the  market 
was  jolted  when  the  first  issue  to  list 
"B"  shares  on  the  Shanghai  Exchange, 
Shanghai  Vacuum  Electron  Device  Co., 
issued  a  $110  million  rights  offering  af- 


t 

$115  million  Scudder  N( 
Asia  Fund. 

GROUND  FLOOR.  Econom( 

China  plays  include  Chi 
Power  &  Light  Co.  About  2( 
of  the  company's  sales  are 
China's  special  econon 
zones,  where  there's  a  sho 
age  of  electric  power.  Unli 
the  electricity  it  sells  in  Ho 
Kong,  which  is  subject  to  n 
regulations,  the  20%  sold 
China  goes  for  whatever  t 
market  will  bear. 

Even  if  the  economics 
Chinese  investments  impro' 
the  political  risks  remain  si 
stantial.  The  key  question 
whether  reformers  will  ke 
an  upper  hand  in  the  ongoi 
and  hard-fought  batt 
against  hard-liners.  Ther 
also  plenty  of  uncertainty  about  w? 
happens  in  1997,  when  Hong  Kong 
verts  to  Chinese  rule. 

If  anything  is  clear,  it's  that 
vestors  need  to  take  a  long-term  vie 
"There  are  going  to  be  nasty  shoe 
along  the  way,"  says  McBride.  "WI 
fund  managers  are  counting  on  is  tl 
the  sheer  vigor  of  the  economic  situati 
will  be  such  that  these  things  s 
surmountable." 

By  Suzanne  Woo/ley  in  New  York  a 
Joyce  Baniathan  in  Hong  Kong 
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GLOBAL     OPPORTUNITY     INCOME  FUND 


Benjamin 

FR  AN  K  L  I  n's 

WORK   HAD  GLOBAL 
SIGNIFICANCE. 


For  today's  investors,  global 
markets  represent  significant 
financial  opportunities. 
♦ 

The  Franklin  Global  Opportunity 
Income  Fund  currently  invests 
in  high  yielding  corporate  and 
government  f  i  x  e  d  -  i  n  c  o  m  e 
securities,  issued  worldwide. 
♦ 

The  fund's  primary  objec- 
tives:   high  current  income 
(paid  m  o  n  t  h  1  y )  a  n  d  capital 
preservation. 
♦ 

Many  foreign  government  bonds 
offer  substantially  higher  yields 
than  those  available  in  the  U.S. 
This  globally  diversified  Franklin 
fund  attempts  to  take  advantage 
of  the  values  offered  by  those 
bonds.  ^ 
♦ 

Call  Franklin  today. 

1  -800-342-FUND 
EXT  1392 


Yes.  I  would  like  a  free  prospectus  containing  more 
complete  information  on  the  Franklin  Global 
Opportunity  Income  Fund,  including  charges 
and  expenses.  I  will  read  it  carefully  before 
I  invest  or  send  money. 

I  am  currentlv  a  Franklin  shareholder. 


Name 


City/State/Zip 


Daytime  Phone 


BVVK92 
1392 


FRANKLIN     DISTRIBUTORS,  INC. 

Member  $6.3  Billion  Franklin  Group  of  Funds'         777  Mariners  Island  Blvd.,  San  Mateo,  CA  94404-I.5S.5 


tForeign  investing  is  subject  to  certain  risks,  which  are  discussed  in  the  fund's  prospectus. 


BY  GENE  G.  MARCIAL 


HIGH-TECHS 
AND  S&Ls:  OUT  OF 
THE  DOGHOUSE? 


San  Francisco's  Montgomery  Se- 
curities, i<nown  in  the  1970s  as 
the  mecca  for  the  then-hot  high- 
techs,  is  starting  to  push  hard  again 
for  technology  stocks.  On  Sept.  21, 
when  it  welcomes  some  600  influential 
money  managers — who  she])herd  about 
$1  trillion — to  its  yearly  investment 
powwow,  Montgomery  will  once  again 
focus  on  the  group  that  made  it  a  star 
in  the  industry  years  ago. 

"Our  stock  picks  are  now  based 
mainly  on  product  cycles,  rather  than 
on  economic  cycles,"  says  Montgom- 
ery's Senior  Managing  Director  John 
Skeen,  who  is  also  its  research  direc- 
tor. "We  favor  companies  that  have 
the  technology  and  products  that  re- 
spond well  to  the  needs  of  the  market- 
place." Montgomery  has  been  an  un- 
wavering bull  since  October,  1990, 
notes  Skeen,  with  a  widely  diversified 
portfolio.  He  now  sees  high-techs  as 
the  best  growth-stock  bets  in  the  cur- 
rent low-inflation  environment. 
CASH  AND  CHIPS.  Montgomery  feels 
that  companies  whose  products — hard- 
ware or  software — are  specifically  tai- 
lored to  desktop  computing  will  be 
even  bigger  winners  than  the  market  is 
projecting.  Montgomery's  top  choices: 
Chipcom,  Proteon,  and  Novell.  They 
are  among  the  strong  beneficiaries  of 
the  switch  to  desktop  computing, 
Skeen  notes,  along  with  specialized- 
software  system  makers  such  as  Sy- 
base, which  makes  data-base  manage- 
ment systems  for  computer  networks. 

Also  high  on  Montgomery's  high- 
tech picks  are  companies  such  as  Intel, 
a  maker  of  microprocessors  as  well  as 
microcomputers,  and  Conner  Peripher- 
als, producer  of  high-performance  Win- 
chester disk  drives  for  notebook,  lap- 
top, and  desktop  microcomputers  and 
high-performance  workstations. 

Besides  technology,  Montgomery  is 
bullish  on  another  out-of-favor  indus- 
try: savings  and  loans.  "We  favor  the 
survivors  of  the  big  s&L  scandal,"  says 
Skeen.  He  points  out  that  the  mania  in 
the  1980s  to  bag  big  deposits  and  give 
out  loans  is  over,  and  the  industry  is 
now  consolidating. 

Skeen's  S&L  picks:  FirstFed  Finan- 
cial, a  California  S&L  in  which  Goldman 
Sachs  has  taken  a  l.S"'-  stake;  Collec- 
tive Bancorp,  parent  of  Collective  Fed- 
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13 

16 

26 

STUDENT  LOAN 

73 

76 

100 
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eral  Savings  Bank,  which  operates  58 
full-service  thrifts  in  New  Jersey;  and 
SFFed,  the  holding  company  for  San 
Francisco  Federal  Savings  &  Loan 
Assn.  It  has  assets  of  $3.2  billion  and 
operates  35  offices  and  10  loan  centers 
in  Northern  and  Central  California. 

Another  financial  stock  that  Skeen 
believes  will  be  a  smart  winner:  Stu- 
dent Loan  Marketing  Assn.,  otherwise 
known  as  Sallie  Mae.  He  thinks  it  will 
be  a  big  force  in  the  student-loan  busi- 
ness in  years  to  come.  The  company 
has  made  a  bid  to  acquire  Citibank's 
entire  portfolio  of  guaranteed  student 
loans.  Its  stock  has  been  on  the  rise, 
up  from  60  a  share  in  June  to  73. 


THIS  DRUG  STOCK 
COULD  GET  DROWSY 


iotech  and  medical  stocks  have 
been  tough  to  divine  this  year. 
But  so  far,  Evan  Sturza,  editor 
of  Sturzo's  Medical  Investment  Let- 
ter, has  been  proficient  in  spotting  sev- 
eral pretty  big  winners — and  losers — in 
the  group.  In  May,  he  picked  SCIMED 
Life  Systems  when  it  was  46  a  share 
and  Synergen  when  it  was  38.  SCIMED 
is  now  63;  Synergen  is  49.  On  the  short 
side,  Sturza  tagged  Somatogen  as  a 
loser  and  sold  it  short  at  37.  It's  now 
17.  Upjohn  was  another  Sturza  short: 
It  fell  from  44  in  January  to  34. 

Right  now,  Sturza  is  very  down  on 
Gensia  Pharmaceuticals,  trading  at  38 
a  share  with  a  market  cap  of  $1.1  bil- 
lion. That's  high,  says  Sturza,  for  a 
company  that  has  lost  money  since 
1986  and  whose  one  product,  Arasine, 
has  yet  to  be  approved  by  the  Food  & 


Drug  Administration.  "Given  th 
stock's  price  and  worries  about  Ar' 
sine,  Gensia  is  vulnerable  to  a  sever 
sell-off."  Some  pros  agree:  They  hav 
sold  short  1.7  million  of  Gensia's  2 
million  shares  outstanding. 

Gensia  bulls  are  assuming  that  Ar; 
sine,  a  drug  designed  to  prevent 
heart  attack  or  heart-tissue  damag 
during  coronary-artery  bypass  sui 
gery,  will  be  used  in  thousands  of  cai 
diac  and  noncardiac  surgeries  a  year  a 
$500  to  $750  per  patient,  says  Sturz; 
"Since  the  stock's  price  factors  in 
best-case  scenario  for  Arasine,  any  di.-- 
appointment  will  have  disastrous  cor 
sequences  for  shareholders,"  he  warn^ 

Sturza  contends  that  Gensia  has  ye 
to  prove  that  Arasine  can  achie\e 
"statistically  significant  reduction  o 
cardiac  complications."  Sturza  is  be1 
ting  the  stock  will  fall  to  20  in  a  yeai 
Gensia  will  announce  within  days  th 
results  of  the  most  recent  clinical  test 
on  Arasine,  but  the  company  decline^ 
comment. 


SHHH!  HENLEY  MAY 
BE  TALKING 


Acquisition-hungry  Henley  Intel 
national,  a  maker  of  specialt; 
hospital  products  and  physic;i 
therapy  equipment,  wants  to  go  ini 
the  business  of  making  orthopedi 
products.  But  it's  keeping  unusuall. 
quiet  about  talks  going  on  to  purchas 
at  least  one  company  in  that  busines 
for  about  $80  million. 

Henley  is  gun-shy  because  its  stoe 
tumbled  in  July  when  its  bid  to  bu 
Kirschner  Medical  collapsed.  Tha 
drove  the  stock  from  17  in  June  to  11 
It  has  since  come  back  to  13,  afte 
Henley  posted  record  second-quarte 
earnings.  But  some  pros  are  buyin] 
because  they  sense  that  a  deal  is  clos€ 
This  time  the  company  isn't  makinj 
any  firm  comments  until  it's  sure  th 
deal  is  set.  All  that  Chaii  man  and  CE( 
Ken  Davidson  will  say  is  that  the  con 
pany  is  "actively  searching"  for  an  a< 
quisition  in  the  orthopedics  area  am 
that  any  deal  wouldn't  dilute  Henley' 
earnings.  A  company  making  orthope 
die  products  would  tie  in  neatly  wit! 
Henley's  physical-therapy  unit,  whicl 
makes  physical-performance  measurf 
ment  systems  and  exercise  equipment 
The  acquisition,  says  one  money  mar 
ager,  could  add  50$  a  share  to  1993' 
net.  Henley  earned  57$  last  year  O! 
revenues  of  $45.3  million.  One  analys 
expects  80$  this  year  and  $1  nex 
year — excluding  any  boost  from  a  dea' 
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ANNUAL  REPORTS 

1.  Ameritech 

2.  Long  Term  Credit  Bank 
of Japan 

INANCIAL  PRODUCTS 
iHD  SERVICES 

3.  Berger  Associates 

4.  Chicago  Mercantile 
Exchange 

5.  CIGNA 

6.  Delta  Dental  Plans 

7.  Franklin  Fund 

8.  Merrill  Lynch 

9.  Tv^entieth  Century 
Investors,  Inc. 

10.  Wausau  Insurance 
Companies 

•RODUCTS/SERVICES 

IL  American  Medical 
Association 

12.  Amoco  Chemical 
Company 


13. 

ANSALDO  S.p.A. 

1  A 

14. 

A.  1 .  Cross  Company 

15. 

Bose  Corporation 

16. 

Canon  USA  CJIO  Color 

Bubble  -  Jet  Copiers 

17. 

Compaq  Computer 

Corporation 
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Freightways 
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Intergraph  Corporation 

26. 
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Management 
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27. 

Lexus 

28. 

McDonnell  Douglas 

Aircraft  Company 

29.  Mita  Copystar  America 

30.  Motorola  Semi- 
conductor Division 

31.  Motorola  Technical 


Systems  Division 

32. 

Peninsula  Group 

33. 

Preferred  Hotels  & 

Resorts  Worldwide 

34. 

RPS  (Roadway  Package 

System) 

35. 

Roadway  Express  Inc. 

36. 

ROLM  Company 

37. 

Samsung  Electronics 

(ISB) 

38. 

Texas  Instruments,  Inc. 

39. 

Thunderbird 

The  American  Graduate 

School  of  International 

Management 

40. 

Unisys 

41. 

Zenith  Data  Systems 

AREA  DEVELOPMENT 

42.  Iowa  Department  of 
Economic  Development 


How  does 
up  against 


your  present  fax  stack 
the  Mita  plain  paper  fax? 


thermal  paper  fax  Mita  plain  paper  fax 


If  the  way  your  thermal  faxes  curl  up  is  getting  hard  to 
handle,  get  a  Mita  plain  paper  fax  machine  instead  ■  A 
Mita  plain  paper  fax  has  a  resolution  of  400  x  400  dots-per- 
inch,  so  your  images  come  out  as  good  as  if  you'd  printed 
them  on  a  laser  printer  ■  They  won't  fade  or  smudge  like 
thermal  faxes  ■  And  with  its  expandable  memory  there 
may  not  be  another  fax  machine  in  the 
world  that  can  stack  up  to  it  ■  For  more 
information  on  Mita's  full  line  of  plain 
paper  fax  machines,  call  1  -  8  0  0  -  A  B  C  -  M I TA .     [the  image  specialist]' 


mita 


;  199  2  MITA  COPYSTAR  AMERICA.  INC 


iformation  Processin 


•UTERSI 


C  MAKERS 
EAD  FOR  'SOHO' 


lall-office,  home-office'  packages  are  where  the  growth  is 


f  0,  you've  decided  to  set  up  a  home 
I  office,  and  you  need  a  computer. 
'That  used  to  mean  poring  over 
)uter  magazines,  then  going  to  a 
■hostile  store  to  pick  the  right  mix 
ardware  and  software.  But  the  in- 
ry  has  come  to  realize  that's  not 

most  people  like  to  shop.  So  this 
you  can  buy  a  complete  PC  system 
box  at  the  same  place  you  get  your 
r  clips.  Or,  for  some  folks,  at  a  de- 
ment store  while  shopping  for 
ol  clothes.  Still  others  can  order 
1  a  catalog  or  an  800  number. 

other  words,  the  personal-computer 
3try  is  getting  an  overhaul,  splitting 
[  into  lots  of  focused  fragments  as 

of  a  hot  marketing  strategy  called 
lentation.  That's  the  industry  buzz- 
l  for  preconfiguring  computers  and 
vare  into  different  packages  for 
ly  every  type  of  user — and  then  sell- 
them  everywhere.  Before,  vendors 
ght  out  similar  models  in  the  same 

differentiated  only  by  speed  and 


IBM  and  Apple  Computer  Inc.  are  both 
adding  a  third  line  this  fall  for  the  retail 
market,  following  the  lead  of  Compaq 
Computer,  Dell  Computer,  and  AST  Re- 
search. All  are  offering  lines  for  corpo- 
rate, small-business,  and  home  users. 

Segmentation  does  carry  a  risk. 
There's  no  reason  a  manufacturer's  tra- 
ditional corporate  customers  won't  walk 
into  a  superstore  and  buy  one  of  its 


IBM 


PS/1  Sl,200* 
Department  stores,  other  retailers 

PS/2  $2,500 
Computer  dealers,  direct  sales,  mall  order 

22niEC3SI  VALUE  POINT  Under  S1,000" 
Computer  dealers,  computer  superstores 


DELL 


order 


DIMENSION  51,259 


DELL  51,299 
order,  computer  superstores 


cheaper,  less  profitable  PCs.  But  the  big 
guys  may  have  little  choice.  They  feel 
that  if  they  don't  cannibalize  their  prod- 
ucts, they  could  fall  prey  to  rivals. 

Anyway,  it's  a  risk  worth  taking — if 
segmentation  drives  up  the  overall  vol- 
ume. That  could  happen  if  the  industry 
finally  succeeds  in  winning  over  the  elu- 
sive home  buyer,  who  has  resisted  PCs 
for  10  years  now.  This  time  around,  ven- 
dors are  targeting  a  very  specific,  highly 
motivated  segment  of  this  market:  con- 
sumers who  want  to  do  a  lot  more  than 
file  recipes  or  play  electronic  games. 
POWER  SURGE.  These  consumers  live  in 
what  the  industry  calls  SoHo — meaning 
Small  office.  Home  office.  SoHo's  resi- 
dents are  the  millions  of  students,  con- 
sultants, and  workaholics  who  have  com- 
puters on  their  desks  at  school  or  the 
office  and  want  to  work  at  home  as  well. 
Manufacturers  see  SoHo  as  the  only 
computer  market  showing  significant 
growth  right  now:  a  227<^  increase  in 
units  shipped  in  the  U.  S.  this  year,  to  2 
million,  according  to  Alex.  Brown  & 
Sons  Inc.  That  compares  with  a  57f  drop 
in  corporate  purchases,  down  to  3.35  mil- 
lion units. 

SoHo's  emergence  results  from  the 
convergence  of  powerful  computers,  low 
prices,  and  a  reason  to  buy.  For  about 
$1,200,  customers  can  pick  up  a  reason- 
able version  of  the 
computer  system 
they  have  at  work, 
so  they  can  keep  on 


$1,200,  customers 


COMPAQ 


I  BUSINESS 


Club 


PRECISION  51,299 


warehouse 


?r.  They  shipped  the  hardware 
let  dealers  worry  about  the  sell- 
That  was  fine  for  sophisticated 
orate  buyers  but  didn't  suit 
e  with  simpler  needs.  So 
n  corporate  demand 
ed  stagnant  this  year, 
nakers  realized  they 
to  branch  out.  "People 
been  shooting  into  the  mid 
md  missing  the  market,"  says  Wil- 
C.  Michels,  vice-president  at  consul- 
5  Booz,  Allen  &  Hamilton  Inc. 
)  make  sure  they  don't  miss  again, 
ufacturers  are  slicing  and  dicing 
•  products  into  different  lines  for  dif- 
at  markets  and  channels,  including, 
;he  first  time,  mass-market  retailers. 


PROLINEA  5899 
Dealers,  electronic  superstores,  other 

DESKPRO/m  52,269 
I  Dealers,  electronic  superstores,  other 

 9  DESKPRO/i  51,779 

Dealers,  electronic  superstores,  other 


APPLE 


PERFORMA(Mac)  $1,200' 
Office-supply  stores,  other  retailers 

QUADRA  (Mac)  55,199 
Computer  deolers 

CLASSIC  (Mac)  $1,499 
Computer  dealers,  electronic  superstores 


•FULLY  CONFIGURED  SYSTEM  -ESTIMATE 


DATA:  (OMPANY  REPORTS 


fine-tuning  those  reports  in  the  eve- 
ning. "Research  on  all  levels  has 
indicated  that  this  new  user 
and  channel  is  just  now 
ready  to  explode,"  says  Tim 
Bajarin,  consultant  at  Creative 
Strategies  Research  Interna- 
tional Inc.  in  Santa  Clara,  Calif. 
Bajarin  estimates  that  some  20  million 
potential  customers  live  in  SoHo  territo- 
ry. They  aren't  computer  experts  and 
don't  want  to  be.  "They  basically  buy  on 
price  and  functionality,"  says  Bajarin. 

AST  and  Dell  were  the  first  major  ven- 
dors to  go  after  the  SoHo  market  by 
introducing  a  retail  line  of  PCs.  But  in- 
dustry powerhouse  Compaq  turned  the 
strategy  into  an  industry  must-do  in 


lATION  PROCESSING 
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The  Best  Thim 
%u  Can  Do  IbrYxjr  Compare 

Is  Leave  It. 


Come  join  us  for  two  weeks  at  Stanford  Business  School's  Executive 

Program  tor  Smaller  Companies.  Designed  to  tocus  on  practical 
solutions  to  the  special  prohlems  facing  CEOs  and  senior  managers  of 
companies  with  50-1,000  employees.  Now  in  its  18th  year,  the 
EPSC  IS  an  intense  residential  program  offered  twice  a  year,  specializing  m 
competiti\  e  strategy,  marketmg,  finance,  and  human  resources. 

Our  Bottom  Line  Is  Top  Results. 

For  more  information  on  how  to  give  your  company  long-term 
growth  as  well  as  immediate  ideas,  contact:  Ms.  Alyce  Adams, 
Graduate  School  of  Business,  Stanford  University,  Stanford,  CA  94305 

Telephone:  (41  5)  723-9356  Fax:  (415)  723-3950 
Spring  Program:  March  1-15,  1993  Application  deadline:  January  15 
Summer  Program:  July  18-30,  1993  Application  deadline:  May  15 


Executive  Program  For  Sinaller  Companies 
Stanford  Graduate  School  Of  Business 


American  Red  Cross 
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Does  your  corporate  bank 
see  the  future  or 
focus  on  the  past  ? 


DM 


LTCB  enables  you  to  see 
a  world  of  financial  possibilities. 

We  scan  the  horizon  for  new  ideas.  Our  global  vision  and  innova- 
tive ideas  can  complement  your  own  strategic  planning— and  bring 
things  into  sharper  focus. 

Money  isn't  everything...especially  in  finance.  Sometimes  you 
need  a  bank  with  the  right  perspective. 

LTCB 


The  Long-Term  Credit  Bank  of  Japan,  Limited 

Tokyo,  London,  Paris,  Brassels,  Frankfurt,  Zurich,  Milan,  Madrid,  Bahrain, 
New  York,  Chicago,  Los  Angeles,  Greenwich,  Philadelphia,  Toronto, 
Atlanta,  Dallas,  Mexico  City,  Sao  Paulo,  Hong  Kong, 
Singapore,  Seoul,  Beijing,  Shanghai,  Guangzou,  Bangkok, 
Kuala  Lumpur,  Jakarta,  Sydney,  Melbourne 


WE  WERE  DOING  BUSINESS  IN  THE  PACIFIC  RIM  WHEI* 
PEOPLE  TRAVELED  BY  RICKSHAW.  The  AIG  Companies  have  been  dam 
business  in  the  Asia/Pacific  region  for  over  70  years.  In  fact,  we  began  providing  insurance  in  Shanghai  in  J.9JS 
and  our  network  has  now  grown  to  include  virtually  every  major  economy  you  may  do  business  in  worldwidit 


•  experience  in  overseas  markets  and  our  understanding  oj  local  business  practices  and  insurance  needs  give 
'  people  a  unique  advantage  when  serving  multinational  businesses  around  the  world.  Whether  they're  in 
isportation,  steel  textiles  or  global  finance.  In  the  booming  Pacific  Rim  or  anywhere  else  in  the  world. 


ilG 


WORLO  I.EAOERS  IN  INSURANCE  ANO  FINANCIAL  SERVICES. 

American  International  Group.  Inc..  Dept  A,  70  Pine  Street.  New  York.  NY  1()27(). 


oris  Business 


COLLEGE  FOOTBALL  I 


ONE  SAME  CLOSER  TO 
A  COLLEGE  SUPERBOWL? 


The  Southeastern  Conference's  title  bout  could  be  the  spark 


For  more  than  four  decades, 
the  business  of  colleu;e  foot- 
liall  was  a  no-brainer:  The 
National  Collegiate  Athletic  Assn. 
cut  all  the  television  deals.  Period. 
All  that  changed  in  1984,  when 
the  U.  S.  Supreme  Court  in  effect 
deregulated  the  industry  and  al- 
lowed competing  alliances,  or  even 
individual  schools,  to  negotiate 
their  own  T\'  packages.  The  Col- 
lege Footl)all  Assn.,  a  confedera- 
tion of  63  major  colleges,  immedi- 
ately ran  out  and  made  a  deal  of 
its  own.  So  did  a  joint  venture  of 
the  Big  Ten  and  Pac-10.  As  a  re- 
sult, armchair  fans  can  channel- 
sui-f  their  way  through  a  dozen  or 
more  games  every  Saturday. 

But  the  real  revolution  came  in 
1990,  when  the  University  of  No- 
tre Dame  cut  a  deal  with  the  XKc" 
television  network.  For  the  first 
time,  an  individual  school  negotiat- 
ed directly  with  a  network.  The 
message  to  other  college  athletic 
l)rograms  was  clear:  From  then 
on,  financial  self-interest  would 
govern  the  way  footliall  programs 
ai'e  administered. 
HIGHER  PROFILE.  The  lesson  wasn't 
lost  on  Southeastern  Conference 
Commissioner  Roy  Kramer.  In  late  1990. 
he  sat  down  with  the  athletic  directors 
of  the  10  schools  that  at  the  time  made 
up  the  SEC  and  set  about  plotting  the  fu- 
ture. Would  they  l)olt  the  C'FA,  robl)ing  it 
of  some  of  its  greatest  TV  draws  and 
throwing  the  game  into  further  chaos? 
No,  Kramer  &  Co.  hit  upon  an  even 
better  idea— a  postseason  conference 
championship  match.  The  game,  set  for 
Dec.  ."j,  is  fast  shaping  up  as  a  pre\  iew 
of  college  football's  future. 

It's  now  clear  that  the  SKc  leaders 
have  devised  a  strategy  to  raise  the 
conference's  [irofile  and  give  its  member 
schools  a  financial  edge.  The  key  ele- 
ments: making  conference  games  attrac- 
tive as  stand-alone  T\  pi-operties  and 
creating  a  mar(iuee  malcliup  that  will 
rake  in  i)ig  i)ucks  almost  immediately. 

To  accomplish  its  goals,  the  sF.c  cle\'- 
erly  exploited  an  otjscure  XCAA  rule.  In 
the  earlv  1960s,  the  .XCAA,  which  still 


AN  ALABAMA-TENNESSEE  MATCH:  A  POSTSEASON 
SEC  CAME  COULD  REAP  $8.5  MILLION 


regulates  university  football  i)rograms, 
passed  a  statute  allowing  conferences 
with  12  or  more  members  to  split  into 
two  di\'isions  and  hold  a  play-off  to  de- 
termine the  conference  chamix  In  1990, 
the  SEC  was  the  first  alliance  of  major 
schools  to  take  advantage  of  the  rule.  It 
grew  to  12  teams  by  luring  the  Unix'er- 
sity  of  Arkansas  away  from  the  South- 
west Conference  and  bringing  in  inde- 
pendent South  Carolina.  "We're  simply 
taking  advantage  of  something  that's  on 
the  liooks."  savs  Kramei'. 


Even  with  tickets  going  for  up 
to  $780  and  the  game  still 
three  months  away,  only  a 
few  thousand  seats  are  left 


When  the  first  sec  chami>i(>ii-  p 
game  is  played  at  Legion  Field  in  !•- 
mingham,  Ala.,  it  will  pit  the  winnerrf 
the  conference's  Eastern  Div.  (Florii, 
Georgia,  Kentucky,  South  Carolina.  Tt 
nessee,  and  Vanderbilt)  against  le 
champion  of  the  Western  Div.  (Al- 
bania, Arkansas,  Auburn,  Louisiia 
State,  Mississippi,  and  Mississippi  Sta  1 
If  the  play-off  succeeds  as  promised,  (i 
ei-  conferences  are  likely  to  find  ways 
set  up  postseason  championships  of  tl 
1  iwn.  "No  citiestion,  everyone  is  watch 
ihat  SEC  play-off  game."  says  Rich; 
D.  Schultz,  executive  director  of 
XCAA.  "There's  so  much  financial  p: 
sure  on  colleges  these  days.  And 
is  another  way  to  make  money.  If 
idea  works,  I  think  a  lot  of  the  coni 
ences  will  look  at"  copying  it. 

The  Birmingham  Football  Foundati 
a  group  of  local  business  leaders,  m 
the  right  to  stage  the  game.  It  out 
gi'oups  from  Atlanta,  Orlando,  and  M 
phis  l\y  assembling  a  plan  that  recjui 
most  ticketholders  to  make  a  tax- 
ductible  contribution  of  as  much  as  $' 
in  addition  to  the  $30  ticket  price.  W 
the  game  still  almost  three  mom 
away,  only  a  few  thousand  tickets 
main  unsold. 

A  sellout  would  guarantee  an  $ 
million  haul  for  the  SEC,  including 
million  from  the  ABC  television  netwo 
Among  major  bowl  games,  only 
Rose  Bowl,  at  $12.8  million,  boast; 
higher  payout.  The  sec  member  schc 
will  split  most  of  the  take  equally 
'CHANGING  TOO  FAST.'  Not  Surprising 
many  college  sports  administrators  c 
side  the  sec  have  dollar  signs  dancing 
their  eyes.  Still,  most  of  them  are  g 
they  didn't  have  to  blaze  the  trail, 
think  the  sec  jumped  ahead  of 
curve,"  says  Ohio  State  football  co; 
John  Cooper.  "Change  is  fine,  but 
afraid  we  might  be  changing  too  fa. 
All  the  same.  Cooper's  Big  Ten  Coni 
ence  is  watching.  By  adding  Penn  St 
to  its  ranks  this  year,  it  needs  only 
more  team  to  hold  its  own  play-off. 

More  conference  reshuffling  is  a  n€ 
certainty.  "The  sEc  has  started  the  1 
rolling,  and  I  don't  think  we  can  stop 
says  .Jack  Lengyel,  athletic  director 
the  U.  S.  Naval  Academy.  It  proba 
won't  stop  with  conference  play-offs, 
ther.  Says  the  XCAA's  Schultz:  "If  eve 
one  is  going  to  follow  the  sec  and  hoi 
conference  play-off,  then  a  national  pi 
off  would  be  an  obvious  extension.  Sc 
er  or  later,  financial  matters  will 
tate  it."  Financial  matters,  it  seems,  i 
dictate  almost  e\'erything  al)out  coll 
football. 

Bi/  Kci/li  DiDDKirtoit  ill  Biiin'niqhi 
Ala. 


\ 
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SPORTS  BU: 


When  you're  away  from  your  office 
we  bring  your  office  to  you. 


Today  you  can  carry  a  phone  in  your  shirt  pocket,  keep 
computer  in  your  briefcase,  even  send  a  fax  from  your  car. 

Ameritech  is  at  the  forefront  of  this  personal 
Dmmunications  revolution.  Since  we  built  the  world's 
rst  commercial  mobile  telephone  network,  we've  become 
le  largest  operator  in  the  Great  Lakes  region.  With  every- 
ling  from  messagingand  paging  to  information  access,we're 
roviding  people  with  new  freedom  and  mobility. 

We're  preparing  for  the  future,  too.  This  year  we're  con- 
ucting  one  of  the  most  comprehensive  personal  communica- 
ons  services  ( PCS )  trials  in  the  nation.  Our  PCS  technology 
ill  utilize  our  existing  network  and  allow  portable  phones 
)  be  smaller,  lighter  and  less  expensive.  Also,  we  are  pur- 
jing  new  digital  technology  with  the  potential  for  fifteen 
mes  more  capacity  than  current  cellular  systems. 


At  work,  at  home,  and  on  the  move,  we're  connecting 
our  customers  with  tomorrow  and  our  shareowners  with 
financial  opportunity.  In  fact,  we've  already  outperformed 
the  other  regional  communications  companies  in  return 
to  equity  eight  years  in  a  row. 

For  a  copy  of  our  Annual  Report  or  related  financial  pub- 
lications, call  Ameritech  Investor  Relations  at  312/750-5353. 


The  Communications  Companies  of  Ameritech  are: 
Illinois  Bell  •  Indiana  Bell  •  Michigan  Bell  •  Ohio  Bell  •  Wisconsin  Bell 
Ameritech  Audiotex  Services  •  Ameritech  Credit  •  Ameritech  Development 
Ameritech  Information  Systems  •  Ameritech  International 
Ameritech  Mobile  Communications  •  Ameritech  Publishing 
Ameritech  Services  •  The  Tigon  Corporation. 


1992  Ameritech  Corporation 


^smcttt  f  cut 

Connecting  You  With  Tomorrow 


How  A  Boston  Museum 
Sends  Early  American  Roosters 
For  Chicken  Feed. 


Recently,  the  Museum  of  Fine  Arts,  Boston, 
found  a  great  way  to  save  money.  Peter  Terenzi,  the 
Distribution  Manager  for  the  Catalogue  Division, 
switched  to  Two  Day  Priority  Mail™  from  the  Post 


Office.  He  dis- 


covered he  could  ship  2 
pounds  in  2  days  for 
$2.90*  for  back 
orders  during  the 


Since  I  don't  have  to  send 
one  of  my  own  trucks  to 
the  Post  Office,  I  cut 


time  and  manpower  costs  as  well." 


Rter  worked  closelv  with  his  Postal  Account 


Representative,  Dick  Gately,  to  arrange  for  regularly 


scheduled  pickup  times.  "He  really  got  me  going  on  the 


Priority  Mailing,"  says  Peter.  "It's  like  having  someone 


Christmas  rush,  and  get  at  least  a  within  the  PostOffice  working  for  you." 
third  offthe  competition.  All  of  which  has  added  up  To  put  Two  Day  Priority  Mail  to 

to  savings  of  $17,500  in  the  first  six  months  alone.  work  for  you,  call  1-800-843-8777, 

Rter  also  saves  on  the  pickup  service.  "For  Ext.  400,  and  order  a  Starter  Kit 


$4.50  they  pick  up  an  entire  truckload  of  packages.        And  discover  the  fine  art  of  saving  money  yourself. 


WE  DELIVER 


'^J  1442  USPS  'Check  \our  Post  Oftict  ior  detdiK  Some  rc^lntlions  appK 


usiness 


EDITED  BY  AMY  DUNKIf  J 


Investing 


HITCHING  YOUR  PORTFOLIO 
TO  A  NEWSLETTER 


John  Klosterman  has  a 
thin^  about  stockbrokers: 
He  doesn't  think  they 
safeguard  the  interests  of 
small  investors.  So  when  the 
(il-year-old  computer  consul- 
tant wants  financial  advice, 
he  turns  to  Dick  Davis  Di- 
gest, an  investment  newslet- 
ter. It  was  after  studying  Da- 
r/.s's  recommendations  last 
year  that  Klosterman  scooped 
up  shares  in  F'ederal  National 
Mortgage  Assn.  and  later  a 
Fidelity  bond  fund.  The  re- 
sult? His  FNMy\  stock  has 
more  than  doubled,  while  the 
Fidelity  fund  has  risen  nearly 
207> .  "I  can't  recall  having 
ever  done  that  well  with  a 
broker,"  muses  Klosterman. 

Score  one  for  the  newslet- 
ters. For  decades,  many  Wall 


Street  professionals  have 
viewed  newsletter  writers  as 
little  more  than  charlatans 
and  cult  heroes  lacking  the 
proper  pedigrees  to  dispense 
financial  advice.  Indeed,  the 
vast  majority  of  advisory  let- 
ters— like  most  mutual 
funds — have  consistently 
failed  to  beat  the  market. 
EARLY  SIGNALS.  But  for  every 
defrocked  pundit  such  as  Jo- 
seph Granville,  whose  uncan- 
ny predictions  were  followed 
by  disastrous  calls  and  igno- 
miny, there's  a  host  of  news- 
letters with  admirable  long- 
term  records.  And  for 
investors  who  have  become 
disenchanted  with  brokers 
and  want  to  make  their  own 
investments,  financial  news- 
letters can  provide  valuable 


market  insight,  along  with 
other  sources  of  information. 

For  instance,  if  you  had 
taken  your  signals  since  1980 
from  the  Chartist,  a  twice- 
monthly  publication  put  out 
by  Dan  Sullivan,  your  port- 
folio would  be  up  6657f  vs. 
the  5367f  return  for  the  Dow 
Jones  industrial  average. 
Sullivan  achieved  his  gains  by 
studying  not  the  fundamen- 
tals of  companies  but  techni- 
cal indicators  that  analyze 
price  and  volume  trends  of 
stocks.  Sullivan  selects  stocks 
that  have  high  "relative 
strength" — those  rising  fast- 
er than  the  market.  He  then 
adjusts  his  exposure  to  the 
market  according  to  whether 
his  portfolio  of  stocks  is 
trading  above  or  below  its 


200-day  moving  averaj 
Good  newsletters  are  n 
cheap — and  some  bad  ois 
can  be  pretty  expensive,  t 
A  subscription  to  the  h-. 
monthly  letters,  which  rurSi 
dozen  pages  or  so,  can  easjj' 
top  $200  a  year.  In  part,  tilt 
is  because  none  of  the  lett<.- 
accepts  ads. 

With  more  than  800  publi 
tions  on  the  market — incln 
ing  titles  devoted  exclusiv 
to  California  bonds  and  wa' 
stocks — there's  now  a  let 
catering  to  almost  eve| 
whim.  Want  to  canvass  te 
whole  field?  You  can  do  e 
through  Select  Informatio 
Exchange  (212  247-7123),  k 
New  York-based  cleariitr 
house  for  hundreds  of  ne\ 
letters  eager  to  provide  sa 


ii 
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to  prospective 
cribers.  Twelve  bucks 
you  20  sample  letters  of 
choice  and  $69  gets  you 
•  than  200. 

^0  publications — newslet- 
about  newsletters — can 
you  cut  through  the  clut- 
the  monthly  Investor's 
St  ($29  a  year,  800  327- 
t  and  the  biweekly  Dick 
s  Digest  ($120,  305  771- 
I.  Both  serve  as  Reader's 
sts  of  the  industry,  pro- 
g  capsulized  summaries 
tock  picks  and  market 
ngs  gleaned  from  dozens 
e  more  prominent  adviso- 
Tvices.  Each  excerpt  also 
ains  the  address  and 
e  numbers  for  each  ad- 
,  almost  all  of  which  will 
y  mail  you  a  free  sample 
w-cost  trial  upon  request, 
issible,  request  an  old  is- 
to  see  what  the  adviser 
recommending  six 
;hs  or  even  a  year  earlier, 
wary  of  advisers  report- 
outlandish  returns  from 
it  years.  Letter  editors 
!xempt  from  Securities  & 
lange  Commission  regis- 
)n,  unless  they  also  man- 
investments.  "The  old  ad- 
;hat  if  it  sounds  too  good, 
obably  is,  applies  to  the 
5letter  business,"  says 
5n  Halpern,  editor  of  the 
s  Digest.  "There's  almost 
nverse  relationship  be- 
n  the  hype  and  quality  of 
-vice." 

IITIONS.  Fortunately, 
i  is  an  arbiter  of  these 
is:  The  Hulbert  Finan- 
Digest  (703  683-5905),  a 
Storing  service  that  ana- 
;  returns  for  the  model 
folios  of  nearly  130  news- 
rs.  A  five-issue  trial  to 
lert's  monthly  letter,  just 
)0,  gives  you  a  peek  at  its 
ings  for  the  past  three, 
and  eight  years.  Hulbert 
measures  how  much  risk 
adviser  takes  to  achieve 
rns.  That  can  help  you  de- 
whether  you  can  stomach 
gyrations  a  letter's  recom- 
ded  stocks  might  take, 
le  of  the  best  long-term 
Drmers  has  been  the  Val- 
Line  Investment  Survey 
5,  800  634-3583),  which 
ides  commentary  on  eco- 
ic  and  financial  trends 
employs  its  vaunted  sys- 


tem for  rating  stocks.  In  the 
12  years  since  Hulbert  began 
rating  letters.  Value  Line's 
picks  have  gained  621%,  vs. 
536'/f  for  the  Dow.  But  much 
of  those  gains  came  during 
the  early  1980s,  and  in  the 
first  six  months  of  this  year, 
the  service  was  down  87',  vs. 
the  Dow's  %%  gain.  That  has 
prompted  some  to  question 
whether  Value  Line's  system 
has  become  outdated.  Ironi- 
cally, in  the  past  three  years 
Value  Line  has  been  upstaged 
by  Value  Line's  OTC  Special 


started  her  letter  with  a 
friend  26  years  ago  after  her 
economics  degree  failed  to 
land  her  more  than  a  secre- 
tarial job  on  Wall  Street.  For 
years,  she  chose  to  conceal 
her  gender,  signing  her  news- 
letter "G.  Weiss." 
DISK-DRIVE  ALERT.  Rather  roll 
the  dice  on  hot  growths  than 
frumpy  blue  chips?  Louis  Na- 
vellier's  MPT  Review  may  be 
your  letter.  Applying  the  pre- 
cepts of  Modern  Portfolio 
Theory  that  he  learned  from 
California  State's  .MBA  iiro- 


an  accountant  by  day,  using 
his  lunch  hour  and  evenings 
to  pore  over  annual  reports. 
Bishop's  forte  is  special  situa- 
tions— small  companies  that 
are  the  low-cost  operators  in 
their  fields,  for  instance.  His 
current  favorite  is  Rally's,  the 
Louisville  hamburger  chain. 

One  newsletter  that  could 
prove  particularly  timely  in 
the  current  economic  climate 
is  George  Putnam's  monthly 
Turnaround  Letter,  which 
trolls  for  opportunities  among 
the  wreckage  of  the  1980s. 


NEWSLETTERS  THAT  STAND  OUT  FROM  THE  CROWD 

Nome/Phone/ 
Description 

Price/ 

Issues  per  year 

Total  return*  1 
3  yr.               5  yr.  | 

Bl  RESEARCH** 

Published  by  accountant  who  sniffs  out  niche  companies 
that  ore  low-cost  operators  in  their  industries 

$90/9 

158% 

212% 

CLEAN  YIELD  802  533-7178 

Recommends  stocks  of  socially  conscious  companies 

85/12 

25 

NA 

INVESTMENT  QUALITY  TRENDS  6 1 9  459-38 1 8 
Analyzes  dividend  ratios  to  spot  undervalued  blue  chips 

275/24 

52 

91 

MPT  REVIEW***  702  831-7800 

Uses  Modern  Portfolio  Theory  to  pick  growth  stocks 

275/12 

115 

163 

MEDICAL  TECHNOLOGY  STOCK  LEHER  5 1 0  843- 1 857 
Specializes  in  health  care  and  biotech  stocks 

260/24 

204 

97 

THE  CHARTIST  310  596-2385 

Technical  orientation;  uses  proprietary  system  for 

picking  stocks  with  high  relative-strength  measures 

150/24 

87 

98 

THE  ZWEIG  FORECAST  5 1 6  785- 1 300 
Editor  Martin  Zweig  studies  quantitative  market  indica- 
tors to  help  investors  time  when  to  buy  and  sell  stocks 

265/17 

31 

83 

VALUE  LINE  OTC  SPECIAL  SITUATIONS  SERVICE  800  634-3583 
Each  issue  highlights  a  growth  stock,  often  from  health 
care  or  technology  sectors.  Recent  winners:  Cognex,  Altera 

390/24 

97 

81 

1      *For  recommended  stocks  for  periods  ended  June  30,  1 992                                   *  *  V 
1      ***Performance  for  average  of  more  than  one  portfolio                  NA= Not  available 

Ifriteto:  P.O.  Box  133,  Redding,  Conn.  06875 
DATA.  HUIBCRT FINANCIAL  DIGEST;  BW 

Situations  Service,  whose 
97%  gain  was  nearly  double 
that  of  its  parent. 

Conservative  investors 
would  also  cotton  to  Geraldine 
Weiss's  Investment  Quality 
Trends,  which  uses  a  system 
of  buying  blue-chip  stocks 
when  their  yields  (a  compa- 
ny's dividend  as  a  percentage 
of  its  stock  price)  are  at  or 
near  historical  highs  and  then 
selling  when  they  approach 
historical  lows.  Recently, 
Weiss  has  become  bearish 
about  most  stocks  and  is  rec- 
ommending electric  utilities 
with  low  debt  and  dividend 
payouts  that  top  5%.  Weiss 


gram,  Navellier  looks  for 
companies  with  growing  prof- 
it margins  and  rising  earnings 
trends.  Navellier's  approach 
has  been  volatile  but  profit- 
able: Last  year's  blistering 
84%  return  has  been  followed 
by  a  13%  drop  in  the  portfolio 
value  so  far  this  year.  His 
current  hot  stock:  Maxtor, 
the  maker  of  computer  disk 
drives,  which  Navellier  thinks 
will  surprise  Wall  Street  with 
dramatically  higher  earnings. 

Another  top  performer  has 
been  Bl  Research,  which  Tom 
Bishop  produces  every  six 
weeks  or  so  from  his  rural 
Connecticut  farm.  He  toils  as 


During  the  first  half  of  1992, 
Putnam's  portfolio  jumped 
397f,  among  the  best  of  those 
ranked  by  Hulbert.  A  former 
bankruptcy  lawyer,  Putnam 
currently  is  keen  on  Digicon, 
an  oil-and-gas  industry  suppli- 
er that  emerged  from  Chapter 
11  a  year  ago. 

As  they  say  in  the  invest- 
ment business,  past  perfor- 
mance is  no  guarantee  of  fu- 
ture success.  That's  true  for 
brokers,  too.  The  $200  you 
shell  out  for  a  newsletter 
could  be  a  small  price  to  pay 
for  the  insights  of  an  adviser 
not  dependent  on  trading 
commissions.         Dean  Foust 
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Smart  Money 

SELLING  THE  HOUSE 

BY  FINANCING  THE  BUYER 


Tight  money  or  a  sluggish 
economy  can  make  your 
home  sweet  home  hard  to 
unload — especially  a  vacation 
place.  One  incentive  to  offer 
prospective  buyers  is  a  seller 
take-back,  or  purchase-mon- 
ey mortgage.  That's  when 
you  provide  financing  to  the 
buyer  by  "taking  back"  all 
or  part  of  the  mortgage. 

The  arrangement  looks 
win-win.  For  the  buyer,  it 
eliminates  thousands  in  clos- 
ing costs — and  the  buyer 
may  negotiate  a  better  inter- 
est rate  from  the  seller  than 
from  a  bank.  The  seller  gets 
an  annuity  that  pays  out 
monthly  at  a  higher  rate 
than  a  CD  or  Treasury  securi- 
ty. Take-backs  often  range 
from  5  to  15  years,  with  a 
balloon  payment  of  the  prin- 


HOW  A  TAKE-BACK 
COMPARES 


7-year  mortgage 

7-year 

8%;  30-year 

Treasury  note 

payout  rate 

5.8% 

AMOUNT 

$50,000 

$50,000 

RETURN 

86,000 

74,000 

YIELD 

8.1%* 

5.8% 

'Assumes  mortgage  holder  reinvests  monthly 
payments  at  current  one-year  CD  rate  of  about 
3%  The  yield  would  drop  to  about  6-4%  with- 
out reinvestment  DATA  BW 


cipal  at  the  end.  Monthly 
payments  are  based  on  a  15- 
or  30-year  payout. 

Let's  say  a  seller  agrees  to 
take  back  a  $50,000,  seven- 
year  mortgage  at  87^.  The 
monthly  payment  is  $377.  If 
the  seller  reinvests  the  pay- 
ments at  37f  a  year — the  rate 
of  a  one-year  CD — he  will 
have  $86,000  after  seven 
years,  including  a  $46,000 
balloon  payment.  That  would 
amount  to  about  an  8.17 
yield.  Without  reinvestment, 
the  yield  is  much  less.  The 
same  $50,000  in  a  seven-year 
Treasury  note  at  current 


rates    would    get  5.87. 

To  make  a  take-back  mort- 
gage pay  off,  the  holder 
needs  the  discipline  to  re 
invest.  There  are  other  pit- 
falls to  consider  as  well.  You 
need  to  investigate  the  buy- 
er's credit,  financial  and 
housing  history — and  insist 
on  a  down  payment,  so  the 
buyer  has  a  financial  stake 
in  the  home.  But  even  so,  a 
buyer  can  default,  forcing 
you  into  onerous  and  costly 
foreclosure  proceedings— af- 
ter which  you  still  must  sell 
the  house. 

LOCKED  UP.  The  fallout  from 
default  can  be  worse  if  the 
seller  takes  back  a  second 
mortgage.  That  is,  the  seller 
makes  up  the  difference 
when  the  buyer  gets  most, 
but  not  all,  of  the  financing 
from  the  bank.  If  the 
buyer  defaults,  the 
primary  lender  will 
take  everything,  says 
Margaret  Scott,  presi- 
dent of  Mortgage  Ad- 
visory Services  in 
New  York.  Her  client 
had  a  take-back  sec- 
ond mortgage  in  one 
case.  "By  the  time 
Dime  Savings  Bank 
had  foreclosed  on  the 
house,  paid  taxes  and 
legal  fees,"  says 
Scott,  "my  guy  ended 
up  with  nothing." 
Another  problem  is  that 
the  seller's  money  is  locked 
up  for  the  length  of  the  loan. 
You  can  sell  the  mortgage  in 
the  secondary  market  to  in- 
vestors, who  often  advertise 
in  the  classifieds.  But  you'll 
have  to  sell  at  a  discount  to 
boost  the  yield  high  enough 
to  make  it  attractive. 

Take-back  mortgages  have 
fallen  off  from  their  heyday 
in  the  1980s  because  bank 
loan  rates  are  much  lower 
than  they  were  then.  Even 
so,  says  Scott,  "sometimes 
it's  the  only  way  to  make  a 
deal."  Patn  Black 


THE  DEL  SOL:  A  NIFTY  RUNABOUT  THAT'S  EASY  ON  THE  POCKETBOOKt> 

 k 

Autos 


PRACTICAL  HONDA 
TAKES  A  SPORTY  TURN 


Almost  a  decade  ago, 
Honda  created  a  new 
category  of  cars  with 
its  sprightly  CRX,  a  nimble 
two-seater  that  emphasized 
price  and  fuel  economy  over 
macho,  zero-to-60  perfor- 
mance. It  developed  an  in- 
stant cult  following  and 
spawned  a  host  of  competi- 
tors— such  so-called  "pocket 
rockets"  as  the  Pontiac  Fiero 
and  the  Toyota  MR2. 

Now,  with  the  Fiero  rele- 
gated to  history  and  the  MR2 
chasing  the  macho  set,  Honda 
is  taking  the  third-generation 
CRX  off  in  a  more  playful  di- 
rection. The  new  Civic  del  Sol 
is  a  diminutive  yet  practical 
coupe.  But,  as  the  name  im- 
plies, it's  more  fun  to  roll 
down  the  windows,  shed  the 
top,  and  experience  the  wind- 
in-your-hair  exhilaration  for 
which  the  car  was  designed. 
CARGO  CAVERN.  While  the  del 
Sol  brings  to  mind  the  Mazda 
Miata,  an  inexpensive  open-air 
roadster,  the  similarities 
quickly  end.  The  Miata  is  a 
true  ragtop,  with  all  of  a  con- 
vertible's foibles:  body  shake, 
safety  and  security  questions, 
and  a  finicky  canvas  top.  The 
del  Sol  is  more  citified,  with 
its  removable  fiberglass  top 
and  electrically  heated  power 
rear  window  that  retracts. 

As  with  all  Hondas,  the  en- 
gineering is  exquisite.  The  23- 
pound  top,  which  must  be  un- 


hooked manually,  packs  aw 
neatly  in  its  own  frame  tl 
raises  and  lowers  with  te 
trunk  lid.  Even  with  the  i 
stowed,  cargo  space  mea,--ii 
more  than  8  cubic  feel,  c 
ernous  for  a  two-seatei'. 

The  cockpit  is  thought  I  n 
laid  out.  Instruments  are  i 
cluttered,  and  seats  are  fii 
with  good  lumbar  su|)p( 
Locking  storage  com  pa 
ments  are  behind  both  seal 

About  all  that's  missing  i;a 
glove  compartment  and,  : 
noyingly,  a  trunk-releas> 
ver.  Honda  says  that's  for 
curity  reasons,  but  otlr 
carmakers  solve  the  probl'ti 
with  a  lockable  release. 
TWO  FOR  ONE.  Don't  expit 
sports  car  performance  fr(n 
the  del  Sol.  While  the  suspi- 
sion  is  firmer  than  the  big^r 
members  of  the  Civic  famr. 
it's  tuned  more  for  comf1 
than  for  tight  cornering.  Ad 
the  two  engines  are  desigrd 
more  for  fuel  economy  tin 
for  blasting  away  from  1e 
starting  line.  The  base  moci 
with  a  1..5-liter,  four-cyiinor 
engine,  rates  34  mpg  in  te 
city  and  38  on  highways.  < 

What  you  can  expect  isa 
nifty  runabout  that,  starti? 
at  $13,200,  is  pretty  easy  8 
the  pocketbook.  And  that  ret- 
ly  gets  you  two  cars:  a  praci- 
cal  commuter  for  weekdts 
and  a  sporty  roadster  r 
weekends.     Lany  Arni.st 
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THIS    IS    THE  PRINTER 


THAT    PRINTED    THE  PROPOSAL 


THAT    CLINCHED    THE  DEAL 


HAT    PUT    A    NEW    CLIENT    ON    THE  ROSTER 


AND    MIKE    ROGERS'  NAME 


ON    THE  DOOR 


The  better  your  ideas  look  on  paper,  the  better  you 
ok  on  the  job. That's  the  simple  idea  behind  the  sophis- 
:ated  IBM  LaserPrinter,  and  the  company  that  created 
Lexmark  International. 

Lexmark  is  a  new,  independent  company,  two  billion 
hilars  strong,  created  from  a  division  of  IBM.  We're  over 
XX)  people,  doing  business  in  over  100  countries,  creating 
iM  personal  printers,  IBM  typewriters,  advanced  com- 
Jter  keyboards  and  IBM  office -equipment  supplies. 


And  dedicated  to  making  our  mark  by  building  better  ways 
to  help  you  make  yours. 

To  learn  more  about  Lexmark,  call  us  at  1  HOO  358-5835, 
ext.  222. 


Lexm^vrk 


Make  Your  Mark 


3M  is  a  registered  trademark  of  International  Business  Machines  Corporation  in  the  U  S  and/or  other  countries,  and  is  used  under  license  Lexmark  is  a  trademark  of  Lexmark  International,  Inc  ©  1992  Lexmark  International.  Inc 
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Small  Business 

AN  EXPORT 
SERVICE  OF 
GREAT  IMPORT 


espite  all  the  hoopla 
|about  the  American 
export  boom,  thou- 
sands of  smaller  U.  S.  compa- 
nies haven't  tested  the  global 
waters.  If  you're  one  of  these 
business  owners  or  entrepre- 
neurs, the  first  step  is  often 
the  hardest.  Amid  a  great 
clutter  of  government  offices, 
consultants,  and  middlemen, 
where  do  you  get  the  informa- 
tion to  begin? 

Now,  there's  an  innovative 
shortcut  that  could  ease  sonir 
of  the  confusion.  A  Boston 
company  called  International 
Strategies  is  offering  an  Ex- 
port Hotline  that  will  fax  in- 
formation to  callers — for  only 
the  cost  of  the  call.  American 
Telephone  &  Telegraph, 
which  is  eager  to  promote  use 
of  its  phone  lines,  is  a  co-spon- 
sor, along  with  other  compa- 
nies that  provide  export  ser- 
vices, such  as  KPMG  Peat 
Marwick,  Berlitz,  Delta  Air 
Lines,  and  DHL.  To  sign  up, 
call  800  USA-XPORT.  The 
first  call  is  on  them. 
GLOBAL  MENU.  Here's  why  it's 
such  a  hot  idea.  The  U.  S.  gov- 
ernment collects  information 
around  the  world  about  ex- 
port opportunities — but  can't 
s[)eedily  distribute  it  to  the 
small  and  midsize  companies 
that  really  need  it.  In  the 
U.  S.,  the  Commerce  Dept. 
has  a  thin  presence,  and  only 
in  major  cities.  So  if  you're  a 
would-be  exporter,  you  may 
get  caught  up  in  endless  calls 
trying  to  locate  information. 
Or  you  may  have  to  write  a 
letter  and  wait. 

But  the  Export  Hotline 
scoops  up  those  reports  from 
embassies  in  Tokyo,  Bonn, 


RESOURCES  FOR  SELLING  ABROAD 

STATE  TRADE  OFFICES  Can  be  helpful  in  making  contacts,  but  ore  being  cut 
back  because  of  budget  pressure 

U.S.  COMMERCE  DEPT.  Provides  good  tips  on  trade  shows  and  distributors, 
but  is  sparse  on  specific  details  of  markets 

SMALL  BUSINESS  DEVELOPMENT  CENTERS  Offer  advice  on  how  to  export, 
but  lock  knowledge  of  international  markets 

MAJOR  BANKS  Can  assist  in  financing,  but  can't  supply  export  details.  Try 
U.S.  subsidiaries  of  foreign  banks  or  U.S.  regional  banks 


and  other  major  markets  and 
makes  them  instantly  avail- 
able. The  caller  is  offered  a 
menu  of  68  countries,  from 
Argentina  to  Zimbabwe,  and 
of  58  industries,  from  agricul- 
ture to  woodworking  machin- 
ery. You  also  can  request 
country  overviews,  contacts, 
and  shipping  requirements. 

So  if  you,  say,  punch  in  22 
for  Germany  and  25  for  elec- 
trical components,  you  get  an 
18-page  report  prepared  by 
the  American  consular  office 
in  Munich.  Although  a  year 
old  the  report  provides  price- 
less information  for  someone 
trying  to  decide  how  to  sell 


electronic  gizmos  to  the  Ger- 
mans. This  $4  billion  market 
is  growing  by  lO'/f  to  157'  a 
year,  the  largest  end-user  is 
Siemens,  and  programmable 
logic  devices  and  BiC.MOS  (bipo- 
lar complementary  metal-ox- 
ide semiconductor)  chips  are 
gaining  ground.  It  offers  a 
list  of  key  contacts.  Armed 
with  this  information,  a  com- 
pany can  take  the  first  steps 
in  cracking  the  market.  You 
can  get  an  equally  valuable 
report  about  Japan's  ceramics 
market,  expected  to  reach  $40 
billion  a  year  in  sales  by  2000. 

The  hot  line's  data  base  has 
2,500  such  documents  and  is 


increasing  that  by  lij 
a  month,  says  A)y 
Shapiro,  chief  extu- 
tive  of  Internatioal 
Strategies,  at&t  e- 
ports  that  the  ser';e 
has  received  more  t  ir 
70,000  calls  sinceit 
started  in  March,  fin: 
15,000  people.  By  ;2 
to-1  margin,  the  co.n 
try  most  in  demaj. 
Mexico. 

DEAD  ENDS.  Even  sc€ 
sophisticated  play- 
are  using  the  hni  1 
Take  Forte  Te-!ii 
ogy,  a  $5  million-a-\ 
company  in  Norwca 
Mass.  It  sells  comit 
erized  moisture-mi 
suring  systems  in 
countries,  and  7."' 
its   sales  are  alim 
Yet  it  was  able  in  . 
the  hot  line  to  secur . 
$100,000      sale  r 
Czechoslovakia.  "1/ 
erything  started  wi- 
the  hot  line,"  s; 
Rose  Murphy,  the  n; 
keting   manager.  1 
executives  also  use  i 
hot  line   to  find  ni 
about  visas  and  vaii' 
nations. 

There  are  clear  li 
its  on  what  the  hot  U 
can  do,  of  course.  Itf 
still  spotty  for  sot 
countries.  A  requi" 
for  information  about  Yu, 
slavia's  market  for  pum; 
valves,  and  compressors,  i 
example,  runs  into  a  dt 
end.  And  some  of  the  matei. 
is  dated.  The  overview  J 
South  Korea  fails  to  note  tit 
a  major  presidential  electin 
is  at  hand.  Nor  can  the  It 
line  give  you  advice  abi 
translating  your  literature  . 
customizing  your  products. 

But  if  it  continues  to  ■ 
prove,  the  hot  line  could  o] 
information  spigots  for  U. 
exporters,  just  as  Japant 
trading  companies  and  (; 
man  banks  do  for  their  sm; 
er  companies.      Bill  Hols/' 


Worth  Noting 


■  MUSEUM  MUSTS.  With  300 
artifacts  lent  by  Mexico,  a 
fall  exhibit  at  Denver's  natu- 
ral history  museum  details 


Aztec  civilization  before  the 
Spaniards  arrived.  Admission 
is  $7.50  (800  944-2245).  In 
New  York,  visit  the  Museum 
of  Modern  Art's  Matisse 
show  for  $12.50  ($15.50  from 
Ticketmaster:  212  307-4545). 


■  QUICK  STUDY.  For  $10,  Stan- 
dard &  Poor's,  a  unit  of 
McGraw-Hill,  mails  seven- 
page  reports  on  any  of  4,000 
public  companies.  Updated 
daily,  they  show  price  and 
earnings  data,  analysts'  buy- 


sell  consensus,  and  late  con 
pany  news.  Call  800  642-285; 
■  EXAM  TIME.  From  Sept. 
to  Oct.  11,  2,000  medical  cei 
ters  will  offer  free  tests  fc 
prostate  problems.  For  a  l( 
cal  site,  call  800  227-2345. 
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PERSONAL  BUSK 


Native  Califomian 

For  125  years 
our  promise  has  been  our  policy. 


Pacific  Mutual 

800-800-7646 


r  I.  iIk  Muiii.il  !  ik  Insur.uKc  Company.  700  Newport  Center  Drivt,  Newport  Beach.  CA  92660.  Pacific  Mutual  subsidiaries  include:  PM  Group  Life  Insurance  Company.  Rmploycc  Bencfif.  Anici 
r.iLifk  l  in.uKi.il  Asset  Management  Corporation  (PFAMCo),  Pacific  Investment  Management  Company  (PIMCO),  PMRcait\-  Advisors.  Inc..  Cadence  Capital  Management  Corporation, 
N|-|  Iincsimcnt  Croup,  Inc..  Parametric  Portfolio  Associates,  Inc.,  Pacific  Equities  Network.  Mutual  Service  Corporation.  United  Planners'  Group,  Iik, 

(D  I  ')')2  I'-itifn:  Mutual  I  ifc  Insurants  Company 


1*1  m  —  mm 

AMELIA  Island,  Rorida  Atlanta  (Dhwntown)  Boston  Buckhead  (Upto\x/n  Atlanta)  Cleveiand  Dearborn  (Detroit;  Michigan)  ■  [X3uble  Bai',  Australia 
Houston  Hlintinuton  Hotel  (Pasadena,  Calirirnla.)  Kansas  City  Lacuna  Niguel,  California  Marina  Del  Rey,  Caufdrnl\  Mauna  Lani,  Hawaii  Naples,  Rorida  New  York 
pmm  BtA(  1 1,  R  oRii  >A  rmrv  k^nctti'  (  arlm  iton,  Virginia)  Philadelphia  ■  Phoenix  Rancho Mirage  (Palm  springs)  San  Francisco  St.  Louis  Sydney,  australl*, 
r,  -'  'X  1  .i";n'  vva  -.i  iinitton,  DC  ■  Opening  In  1992-1993:  Aspen  •  BARcaoNA  ■  Cancun  -  Hong  Kong  ■  Kapalua,  Maui 


Business  Can 
alws  beneht  from 
A  FRESH  Perspective. 


At  The  Ritz-Carlton,  Laguna  Niguel,  business  meetings 
are  far  from  routine.  Southern  California's  only  Five-Star, 
Five-Diamcmd  resort  offers  elegant  conference  rooms  that 
open  to  terraces  overlooking  the  Pacific.  A  delightful 
variety  oi  settings,  both  in  and  out  of  doors,  for  gatherings 


THeRitz-Carlu^n* 

Laguna  Niguel 


of  every  kind.  Even  a  conference  concierge  to  make  sure 
everything  runs  smoothly  And  of  course,  service  is  warm, 
perstmal  and  uncompromising.  Call  714'240'2000  or  800- 
241-3333  ioT  reservations.  Or  contact  your  travel  profes- 
sional. We'll  change  your  outlook  on  meetings  forever. 
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olumbia's  Marketing  Program  is  educating  our  company 
one  management  team  at  a  time/' 


Scon  Smith,  Chairman  of  the  Board,  Mannington  Mills, 
sends  a  variety  of  senior  managers  to  Columbia's 
Marketing  Management  Program.  He  tells  why: 


Now  in  its  30th  year,  this 
five-day  program  is  held 

in  Santa  Barbara, 
California 


November  1-6,  '92 
October  3 1  -November  5,  '93 

in  Harriman,  New  York 

December  6-11,  '92 
March  7-12,  '93 
April  18-23,  '93 
July  25-30,  '93 
September  12-17,  '93 
December  5-10,  '93 


"At  Mannington,  we  believe  under- 
standing marketing  is  every  manager's 
job.  We  want  everyone  in  the 
organization  to  be  customer-focused. 
And  we  want  every  manager  to  be  able 
to  look  beyond  his  or  her  function  and 
understand  the  organization's  overall 
values  and  goals.  That's  why  we're 
now  sending  management  teams  to 
Columbia  —  and  why  we  don't  send 
just  marketing  and  sales  people.  "We 
also  send  our  senior  manufacturing 
personnel  and  our  vice  president  of 
infomiation  .systems.  As  C.E.O.,  I 
attended  the  program,  too. 

"The  way  I  look  at  it,  every  time  a 
manager  returns  from  the  program 
with  an  applicable  idea,  he  or  she 
enriches  the  company.  Columbia  calls 
the  concept  "just-in-time  education" — 
the  idea  of  a  management  team 
anchoring  what  it  learns  around  what  it 
is  doing  back  on  the  job  rather  than  on 
just  historical  case  studies. 


"The  Marketing  Management  Program 
has  helped  us  successfully  launch 
products  such  as  Mannington  Gold. 
It  corrected  what  we  were  doing  wrong 
and  affirmed  what  we  were  doing  right. 
And  it  has  helped  us  make  continuous 
improvements  on  everything  from 
customer  satisfaction  to  distribution,  to 
the  way  we  stmcture  our  manufacturing 
in  order  to  build  on  our  success." 


Columbia  Executive  Programs 

324  Uris  Hall,  Columbia  University, 
Dept.  434,  New  York,  NY  10027 
Fax  (212)  316-1473 

For  information  and  an  application  to  either  the 
California  or  New  York  Marketing  Management 
program,  mail  or  fax  this  coupon  or  call 
(212)  854-3395,  ext.  434. 


Name_ 


Company 

Address  

City  


Zip_ 


Country  . 


Program  of  Interest 
Phone  


COLUMBIA 
BUSINESS 
SCHOOL 
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If  you  ignore  street  Idds  long  enough,  they'll  go  away. 

Every  year,  over  5,000  American  children  are  buried 
in  unmarked  graves.  They  are  street  kids  — scared, 
abused,  desperate  — who  struggle  every  day  just  to 
survive  in  a  vicious  and  violent  world.  For  these 
children  Larkin  Street  Youth  Center  is  a  haven  A 
safe  place  to  go  for  food,  clothing,  medical  care 
and  professional  counseling.  But  most  of  all,  it's  hope. 
Please  support  Larkin  Street  s  work. 
Kids  are  dying  for  your  help. 

Larkin  Street  Youth  Center 
1044  Larkin  Street,  San  Franci.sco,  CA  94109 
415-67,3-0911 


dex  to  Companies 

ndex  gives  the  starting  page  for  a  story  or  fea- 
«ith  a  significant  reference  to  o  company.  Most 
diaries  are  indexed  under  their  own  names, 
jonies  listed  only  in  tables  are  not  included. 
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Peripherals  122 
!ntal  Airlines  48,  55 
ate  Child  Core 
gement  Service  36 
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Vitter  Reynolds  116 
mputer  38,  125 
Vir  Lines  138 


Dependent  Care 

Connection  36 
DHL  138 
Digicon  134 
Donna  Koran  84 
Dreyfus  114 
Dreyfus  Appreciation 

Fund  114 
Dreyfus  Capital  Value 

Fund  114 
Dreyfus  Growth  &  Income 

Fund  114 
Dreyfus  Third  Century 

Fund  114 
Dreyfus  Worldwide  Dollar 

Fund  114 
Du  Pont  36 


Executive  Office 
Concepts  42 


Foberge  60 
Federated  Department 

Stores  84 
Fidelity  114 
Financial  Research  114 
FirstFed  Financial  122 
First  Marathon 

Securities  55 
Ford  34,35 
Forte  Technology  138 
Franklin  Resources  114 
Freeport-McMoRan  20 
Frito-Lay  76 
Fujitsu  92 

G 


GE  44,92 

Gensia 

Pharmaceuticals  122 
Gillette  60 
GM  34,35,36 
Goldman  Sachs  51,122 
Goodyear  Tire  & 

Rubber  81 
GPA  Group  48 
Greater  China  Fund  120 


Henley  International  122 
Hewlett-Packard  51,  92, 

119 
Hitachi  92,99 
Hondo  34,  136 
Hughes  Aircraft  42,  48,  69 


IBM  36,38,92, 125 

In-Stat  81 
Intel  92,  122 
International 

Strategies  138 
ITT  69 


Jardine  Fleming  China 

Region  Fund  120 
Johnson  &  Johnson  36 


Kinder-Care  at  Work  36 
Kings  Super  Markets  51 
Kirschner  Medical  122 
KLM  48,55 
Komercni  Bonk  111 
KPMG  Peat  Morwick  138 


Lehman  Brothers  1 14 
Lipper  Analytical 

Services  120 
Liz  Claiborne  84 
Logitech  32 
Lotus  Development  32 
Lufthansa  48,  55 

M 


Macy  (R.  H.)  84 
Mangels  Industrial  56 
Marriott  36 
Matsushita  92 
McGrow  Hill  28,  138 
Mellon  Bank  116 
Merrill  Lynch  114 
Microsoft  32,92 
Mitsubishi  34 
Mitsubishi  Electric  92 
MMS  International  28 
Mobil  36 
Montgomery 

Securities  122 
Mortgage  Advisory 

Services  136 
Motorola  92 


National  Steel  56 
NEC  92,  125 
Neimon-Morcus  84 
Nissan  34 
Nokia  81 

Northgote  Computer  38 
Northwest  55 
Novell  32,  122 

o 


Office  Depot  125 
Olsten  69 

Olympia&York  116 
Oracle  Systems  48,  51 


Pacific  Rim  Consulting 

Group  58 
PoineWebber  60 
Parker  Pen  Holdings  60 
Philips  81 
Pinkerton's  69 
Plan  Econ  Capitol 

Group  111 
Polaroid  48 
ProcSys  81 

President  Enterprises  76 
Procter  &  Gamble  60 
Proteon  122 


Rally's  134 
RJR  Nabisco  76 
Robinson-Humphrey  76 
Ruf  Investment  Group  69 


Saks  Fifth  Avenue  84 
Salomon  Brothers  16 
San  Francisco  Federal 
Savings  &  Loan  122 
Schick  60 

SCIMED  Life  Systems  122 
SCI  Systems  38 
Scudder  New  Asia 

Fund  120 
SFFed  122 

S.G.  Warburg  Securities 

(Japan)  92 
Shanghai  Vacuum  Electron 

Device  120 
Shansby  Group  76 
Sheorson  Lehman 

Brothers  116 
Showtime  Event  TV  44 
Siemens  138 
Silicon  Graphics  51 
Somatogen  122 
Sony  92 

Southern  California 

Edison  42 
Spur  Products  119 
Standard  &  Poor's  55,  138 
Sun  Microsystems  92 
Sunshine  Biscuits  76 
Sybase  122 
Synergen  122 


Takihyo  84 

Tandem  Computers  51 

Tandy  125 

Texas  Instruments  92 

The  Gap  84 

The  Limited  119 

Thomson  81 

Time  Warner  44 

Toshiba  92 

Toyota  34 

T.  Rowe  Price  1 14 

Turner  Broadcasting  44 

u 


Unilever  60,  84 
United  Airlines  48 
Upjohn  122 
USAir  55 
U.S.  West  119 


Vanguard  114 

w 


Wharf  (Holdings)  58 
Wilshire  Associates  114 
Word  Perfect  32 
Work  &  Family 

Connection  36 
Work/Family  Directions  36 
Wyndham  Boking  76 

X 


Xerox  92 

z 


Zero  42 


AN  OFFER 
WORTH  THE  PAPER 
IT'S  PRINTED  ON. 

With  every  new  subscription. 

Business  Week  will  plant  a  tree 

in  one  of  America's  Heritage  Forests^ 


Every  week  Business  Week  brings  you  up  to 
dote  on  the  world  of  business.  We're  committed 
to  bringing  you  coverage  of  business  news  that 
is  not  only  timely  but  insightful.  Now,  we're 
also  committed  to  teaming  up  with  you  to  make 
a  positive  contribution  to  our  environment. 

With  the  help  of  the  Global  ReLeaf  Campaign 
of  the  American  Forestry  Associotion  (AFA),  we 
will  plant  a  tree  in  one  of  America's  [heritage 
Forests  with  every  new,  paid  Business  Week 
subscription. 

Global  ReLeaf  educates  people  on  opportunities 
to  enhance  the  environment  through  improve- 
ment of  trees  and  forests.  The  campaign  creates 
these  positive  environmental  opportunities  for 
individuals,  community  groups  and  businesses. 

The  Heritage  Forest  Program  is  one  such 
opportunity.  Heritoge  Forests  are  special  public 
lands,  selected  by  the  AFA  os  lands  where 
private-sector  donations  can  create  new  forests, 
that  would  not  be  possible  under  existing  public 
programs  and  budgets. 


SUBSCRIBE  TO  BusinessWeek  NOW 

We'll  plant  your  tree  and  still  offer  you 
substantial  savings.  At  only  89<an  issue, 
you  save  64%  off  the  $2.50  cover  price 
and  moke  a  positive  contribution  to  the 
environment. 

Enjoy  the  convenience  of  having  Business 
Week  delivered  and  the  satisfaction  of 
having  done  something  to  help  improve 
and  preserve  America's  forests. 

It's  easy  to  do.  Fill  out  one  of  the 
post-paid  cards  found  in  this  issue  and 
drop  it  in  the  mail  today  or  call  toll-free 
1-800-635-1200. 

For  more  intormotion  on  the  Globol  Releof  Program,  coll  (702)  66/  3300 
or  write  to  them  ot  P  0  Box  2000,  Woshingion,  D  C  2001 3 
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WE 

WANT 

YOU 
BACK. 


NOW  SMALL  BUSINESSHS  THAT  SWITCH  TO  AIJST 
GET  ONE  MONTH  OI  LONG  DLSTANCE  SER\  ICE. 

You  couldn't  pick  a  better  time  to  come  back  to 
KY&V.  Because  small  businesses  that  switch  by  Dec.  18 
will  get  credit  for  one  month  of  AT&T  lon^j  distance 
service-up  to  $2,000* 

So  if  your  btrsiness  left  AT^T  but  didn't  saw  what 
)'oud  hoped,  or  if  you  miss  AT&T's  fast  connections  for 
calls  and  faxes,  or  if  you  simply  think  KIKT  quality  is 
better,  now  is  the  perfect  time  to  come  \xick. 

You'll  Hnd  that  Xl&y  has  calling  plans  to  tit  the 
needs  of  most  every  small  business.  Like  ATsT 
PRO^  WATS,  a  discount  calling  plan  that  gives  you  ATsT 
quality  at  very  competitive  prices— 4%  to  18%  off  our 


©  1492  AT8T  *Musl  select  ATST  as  primary  carrier  One  time  credit  based  on  average  monthly 
bill  h '  the  second  through  the  sixth  month  of  service,  up  to  $2,000  Will  receive  credit  after 
SIX  fu  t  months  of  service  t^ust  request  an  installation  no  later  than  January  8.  1993  Other 
conditions  may  apply  "Average  daytime  interstate  direct-dialed  off  AT&T  Long  Distance  rates 
Actual  discounts  may  vary  depending  on  calling  patterns  tOther  restrictions  apply  UD5 


regular  rates**  And  you  can  even  save  on  AT&T 
CorjDorate  Calling  Card  calls,  plus  most  international 
calls. 


Call  to  switch  now  and  we'll  guarantee  your 
satisfaction.  (If  you're  not  happy  for  any 
reason  within  the  first  90  days,  we'll  pay  to 
switch  \'ou  back  to  \'0ur  old  carrier.''") 


We  can  also  help  \'ou  with  your  phone  equipmeni 
In  fact,  if  you  trade  in  your  non-AT&T  plione  system, 
we'll  give  you  credit  toward  a  new  ATsT  small  busines 
phone  system. 

At  ATlS:T,  we're  giving  you  more  reasons  than  evei 
to  return.  We  want  vou  back.  Call  1  800  222-0400  toda' 


AT&T 

The  right  choice. 


ivestment  Figures  of  the  Wee 


lENTARY 

3rs  initially  sow  the  Bundes- 
i  rate  cuts  as  a  big  positive 
global  economy,  and  the 
urged  70  points— its  best 
]y  gain  of  the  year.  But  then 
ubts  surfaced,  and  the  mar- 
ve  up  a  good  part  of  the  rise 
xt  day.  Nonetheless,  for  the 
U.S.  slocks  showed  a  neot 
Niote,  that  the  dividend  yield 
S&P  nearly  equals  the  3- 
Treasury.  And  that  puts  a 
nder  stock  prices.  Tokyo 
declined,  following  their 
the  two  previous  weeks. 


STOCKS 

Sept.      Mar      Sept,     Sept,  10-16 


BONDS 

Sept       Mar      Sept.    Sept  1016 


425  1400 


52-week  change 
■t-8.5% 


1  -week  change 
+0.9% 


410  1100 


Treasury  index 


r  t-  M.S8 


52-week  change  1 -week  change 

■I- 7.0%  -0.8% 


THE  DOLLAR 

Sept       Mar       Sept     Sept.  9-16 


1480  90 


52-week  change  1  -week  change 

-2.6%  -•■4.5% 


iRKET  ANALYSIS 

%  change 

STOCKS 

Latest 

Week 

52-week 

FUNDAMENTALS 

Latest 

Week  ago 

Year  ago 

ONES  INDUSTRIALS 

3319.2 

1.5 

10  0 

90-DAY  TREASURY  BILL  YIELD 

2.95% 

2.98% 

5.33% 

)MPANIES  (Russell  1000) 

222.-5 

1.0 

9.7 

30-YEAR  TREASURY  BOND  YIELD 

7.33% 

7.26% 

7.92% 

COMPANIES  (Russell  2000) 

192.8 

1.1 

9.0 

S&P  SOO  DIVIDEND  YIELD 

2,93% 

2.97% 

3.2% 

MPANIES  (Russell  3000) 

236.4 

1.0 

9.6 

S&P  SOO  PRICE/EARNINGS  RATIO 

24,7 

24  5 

19.8 

IGN  STOCKS 

Latest 

%  change  (loca 

currency) 

TECHNICAL  INDICATORS 

Latest 

Week  ago 

Reading 

Week 

52-week 

S&P  500  26-week  moving  average 

412.9 

412.3 

Positive 

IN  (FINANCIAL  TIMES  100) 

2378.3 

2  2 

-7  9 

Stocks  above  26-week  moving  average 

47.4% 

45.2% 

Neutral 

(NIKKEI  INDEX) 

17,944.7 

-4.9 

-23  0 

Speculative  sentiment;  Put/call  ratio 

0  39 

043 

Neutral 

TO  (TSE  COMPOSITE) 

3453.8 

0  1 

1.0 

Insider  sentiment:  Vickers  sell/buy  ratio 

1  74 

1  78 

Positive 

lUSTRY  GROUPS 


■WEEK  LEADERS 


%  change 
4-week  52-week 


Strongest  stock  in  group 


BRIDGE  INFORMATION  SYSTEMS  INC 


%  change 
4-week  52-week 


Price 


EXPLORATION  AND  PRODUCTION 

10.6 

-22.3 

ORYX  ENERGY 

14,7 
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25  ye 

l/IPUTER  SOFTWARE  AND  SERVICES 

10.0 
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-9.2 
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>STONE  NIKKO  JAPAN 
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% 
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% 
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DATA  RESOURCES  INC 


Ti^easury  bonds 
$11,669 

-1.03% 


U.  S.  .--Jtocks 
$11,213 

+  1.29% 


nil 


Money  market  fund 
$10,344 

+0.06% 


Forei,n'n  stock.s 
$10,195 

-2.22% 


Gold 
$9,893 

+  1.08% 


a  on  this  page  are  as  of  market  close  Wednesday,  September  16,  1  992,  unless  otherwise 
ed  Industry  groups  include  S&P  500  companies  only;  performance  and  share  prices  are  as  of 


market  close  September  1  5  Mutual  fund  returns  ore  as  of  September  1  1  Relative  portfolios 
of  September  1  5  A  more  detailed  explanation  of  this  page  is  available  on  request 
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AFTER  THE  CURRENCY 
CRISIS,  GIOBAL  GROWTH? 


TO  RIVAL  JAPAN, 
RIVAL  ITS  R&D 

To  a  U.S.  executive  hu.sy  downsizin"'  his  company,  com- 
peiition  from  Japan  may  seem  less  threatening^  aj^ainst 
the  l)ack(lrop  of  Japan's  plunginf^  profits  and  impending' 
credit  crunch.  But  to  executives  at  the  keiivt.su  that  dominate 
Jai)aiiese  industry,  l)i,y,'  i^^  ^till  beautiful.  They  continue  to  in- 
vest heavily  in  lon.!r-term  re.search  and  development  and 
rely  on  syner.i^y  to  kee])  their  "global  competitive  edj^e. 

Hitachi.  Toshiba,  Fujitsu,  xtX',  Mitsubishi  Electric,  and 
Matsushita  are  all  sticking  with  the  .same  vertically  inte- 
grated model.  There's  no  more  striking  example  than  Hitachi 
Ltd.  (page  92).  Its  board  of  engineer-managers  is  making 
plans  very  similar  to  those  of  the  past  three  decades.  The 


goal  is  growth,  more  integration,  and  the  discovery  of  rA' 
synergies  among  its  33  research  labs,  28  factories,  and  ^0 
.subsidiaries. 

Hitachi  builds  nuclear  reactors.  How  about  a  nationwi^ 
energy  network?  It  also  makes  Shinkansen  bullet  ti-aii. 
How  about  a  magnetic-levitation  railway Hitachi's  gi;  t 
computers,  automated  steel  plants,  and  rolling  stock  factor 
will  be  essential  to  such  systems.  Says  k&d  Chief  Yasutsu,, 
Takeda:  "People  think  Hitachi  is  an  integrated  company  m 
They  haven't  seen  anything  yet."  With  world-class  desi 
and  manufacturing  skills  in  chijjs,  fiber  optics,  wireless  and  \ 
eo  technology,  Hitachi  is  made  for  multimedia— the  biggest 
dustry  buzzword  since  color  TV. 

Forget  Japan's  financial  turmoil.  Are  its  competitors  inve 
ing  enough  in  R&D  to  counter  the  long-term  investments  of  1 
keiretstt'?  U.  S.  companies  are  not.  In  this  election  year,  gove 
ment  policy  that  included  vastly  increased  R&D  encoui'aged 
tax  incentives  would  be  a  good  idea. 


FAMILY-LEAVE  TIME 
IS  GOOD  BUSINESS 

Tremendous  demographic  changes  are  being  felt  in  t 
U.  S.  worki^lace.  In  many  families,  both  parents  worl 
women  account  for  45%  of  the  work  force— and  oft 
the  family  must  cope  with  ailing  grandparents.  All  this  I 
dr'amatically  increased  employees'  need  for  help  in  caring 
dependents  young  and  old.  A  coalition  led  by  IBM  is  alrea 
tackling  one  aspect  of  the  problem,  the  dearth  of  adecju; 
child  and  elder  care.  In  early  September,  the  group,  co 
posed  of  137  companies  and  public  entities,  announced  thai 
would  put  up  $25  million  t(^  fund  child-  and  elder-care  p 
grams  in  44  locations  around  the  country.  While  this  isn' 
lot  of  money— IBM  alone  pledged  $9  million— it  marks  t 
largest  effort  so  far  in  which  comj^anies  and  governnu 
have  actefl  in  imison  on  this  problem. 

An  even  more  comprehensive  approach  is  taken  l)y  t 
Family  &  Medical  Leave  Act,  which  requires  employers  to 
fer  12  weeks  per  year  of  unpaid  leave  to  care  for  a  new  r 
sick  child,  a  parent,  or  spouse  (page  36).  Congress  fiit 
pas.sed  a  family-leave  bill  in  1990.  but  President  Bush  vetr 
it  on  the  grounds  that  government  shouldn't  mandate  cor] 
rate  benefits.  Congi'ess  has  passed  such  a  bill  once  more,  a 
the  President  says  he  will  veto  it  again.  This  would  be  a  n 
take.  Last  year,  a  nonprofit  group  called  the  Families 
Work  Institute  released  the  most  thorough  study  ever  do 
of  corporate-leave  policies.  The  survey  found  that  83% 
companies  already  offer  an  average  of  11  weeks  of  matern 
leave.  It  also  found  that  60%  offer  paternity  leave.  In  a 
case,  unpaid  leaves  represent  a  financial  hardship,  so  the  r; 
is  unlikely  to  increase  dramatically.  Because  it  applies  only 
companies  with  more  than  50  employees,  the  current  bill  ( 
emi)ts  95%  of  all  companies  and  would  impose  a  burd 
only  on  the  minority  of  companies  that  don't  feel  the  need 
match  their  rivals'  policies.  The  cop's  campaign  emphasis 
family  values  would  be  a  lot  moi'e  believal)le  if  Preside 
Bush  ignored  ideology  and  signed  this  modest  family-lea 
legislation. 


The  unraveling  of  the  European  Community's  monetary 
system  on  Sept.  16  is  l>ad  news  for  German  Chancellor 
Helmut  Kohl  and  French  President  Franqois  Mitter- 
rand, who  crafted  the  Maa.stricht  agreement  to  turn  the  EC 
into  a  tightly  knit  economic  and  jjolitical  union  (page  30).  But 
the  outcome  of  the  late-summer  currency  turmoil  is  likely  to 
be  healthy  for  Europe  and  the  entire  world.  While  nations 
have  gi'appled  with  recession  and  deflation,  the  stern  anti-in- 
flation monetary  policy  that  Germany's  Bundesbank  thrust  on 
European  and  other  allies  has  proved  tragically  inappropriate. 
Now,  the  Germans  must  cut  rates  convincingly. 

That  will  allow  the  rest  of  Europe  to  cut  rates  decisively 
and  get  gi'owth  going,  and  leave  room  for  further  rate  reduc- 
tions in  the  U.  S.  and  Japan.  With  Japan  already  promising  to 
spend  $87  billion  to  revive  its  own  tottering  economy,  the  in- 
dustrial world  may  achieve  a  healthy  expansion  by  1993. 

Sure,  Europe's  laggards  need  to  get  their  acts  together.  If 
Italy  wants  to  benefit  from  Europe's  unity,  it  must  jjrivatize 
and  slash  its  staggering  budget  deficit.  And  the  Germans  are 
going  to  have  to  find  a  way  to  finance  the  rehabilitation  of 
eastern  (Germany  without  bankrupting  the  rest  of  Europe. 

Until  Sept.  16,  Europe  l)elieved  that  it  couldn't  achieve  rap- 
id monetary  and  political  union  without  hewing  to  the  Bun- 
desbank's no-inflation,  strong-currency  stand.  When  the  $100 
billion-a-year  cost  of  rehabilitating  eastern  Germany  induced 
the  Bundesbank  to  raise  interest  rates  to  record  highs  to 
keep  domestic  prices  in  line,  Bonn's  allies  followed  the  Ger- 
mans even  as  their  own  economies  ran  out  of  gas.  Obviou.s- 
ly  something  had  to  give.  Two  decades  ago,  the  Bretton 
Woods  system  of  fixed  exchange  rates  broke  apart  when  the 
U.  S.,  Britain,  and  other  industrial  countries  decided  they  no 
longer  could  sacrifice  growth  and  jobs  to  an  unyielding  plan 
for  currency  stability.  The  l':(''s  currency  mess  shows  once 
again  that  there  are  limitations  on  adhering  to  rigid  mone- 
tary goals  until  the  Europeans  get  their  economies  in  line. 
But  until  they  do,  monetary  union  will  be  a  i^ipe  dream. 
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The  Travelers'  commitment  to 
quality  products  and  cost  control 
starts  with  33,000  employees  dedi- 
cated to  customer  satisfaction. 

Of  these,  10,000  work  exclusively  in  our 
Managed  Care  and  Employee  Benefits 
Operation. 

That's  the  real  Travelers  difference. 

But  the  numbers  get  even  more  impressive. 

100,000  carefully  selected  and  credentialed 
physicians  and  other  health  professionals  and 
1,000  hospitals  in  130  major  metropolitan  areas. 

$1.4  billion  in  new  business  in  1991  —  testi- 
mony to  a  company  whose  health  care  network 
delivers  appropriate  care  more  efficiently  through 
local  medical  management-  A  company  that  cus- 
tomizes programs  because  it  understands  that 
not  all  businesses  are  the  same.  A  company 
committed  to  avoiding  illness  —  and  expense  — 
through  wellness  and  counseling  programs. 

Two  more  nurnbers  to  be  remembered.  The 
Travelers  is  backed  by  over  $50  billion  in  assets 
and  by  a  128  year  tradition  of  service. 

This  is  Managed  Care  The  Travelers  Way. 

TheTravelersj 

You're  better  off  under  the  Umbrella 


©1992 

The  Travelers  Insurance  Company 
and  its  Affiliates,  Hartford,  CT  06183. 


Hyundai:  Your  Globa 


Hyundai  has  grown  into  one  of  the  largest  and  mosl 
innovative  industrial  business  groups  in  the  world. 
We  design  and  manufacture  cars,  ships  and  machine^ 
industrial  plants  and  petrochemicals,  robots,  compuH 
and  telecommunications  systems. 


I 


usiness  Partner. 

dai  is  involved  in  over  30  different  business  areas. 

you  are  looking  for  a  strong  partner  who 

im  your  business  venture  into  a  great  success, 

with  us  at  Hyundai. 

her  we  can  build  the  future. 

HYUNDAI 

K  PO  Box  92  Seoul,  Korea  Tel,  (02)  746-1873 
Tlx  K23175/7    Fax:  (02)  741-2341 


Now  all  across  the  U.S.,  wake  up  to  the  ultimate  ■  /. 
power  breakfast  in  our  newly  redesigned  First  Class.  »^  ^ 
You'll  begin  with  a  complimentary  newspaper,  rich  ^  ' 
100%  Colombian  coffee  and  fine  herbal  teas. 

Then  ease  into  your  day  with  such  stylish  comforts 
as  hot  refresher  towels  and  new  electronic  headsets. 

And  soon,  USA  TODAY'S  Sky  Radio^  featuring  live 
npws  nninion.  and  snorts.  ^ 


f  business.  Its  truly  hrst  class. 

Come  flythe  airline  that's  uniting  the  world.  Comq 

fly  the  friendly  skies. 

uniTED  AiRune& 
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Or,  How  National  ISDN  Can  Open 
A  New  Era  Of  Communications  ForYou. 

The  benefits  of  a  new  di;4ital  pLiblie  network,  National  ISDN,  will 
.soon  he  made  available  to  you  by  yonr  loeal  telephone  eompany 
and  ATtiT.  Using  our  teehnology,  the  teleos  already  offer  eentral 
offiee  based  solutions  like  advaneed  xoiee  seivices,  PC  sereen 
sharing  and  image  eomniunicalions.  National  ISDN  represents 
an  industry-wide  agreement  to  digitize  the  publie  network  based 
on  open  standards,  so  you'll  soon  be  able  to  get  the  same  high 
quality  seiTice  wherever  you're  loeated.  If  you're  evaluating  your 
current  network  or  forecasting  capital  investment,  it  makes  more 
.sense  than  ever  to  talk  to  your  local  telephc  )ne  c(  )mpany.  And 
find  how  much  m(  )re  they  can  do  f(  )r  yc  )u. 

ATSTand  Your  Local  Phone  Company 
TeclniologiesFor  JJieReal  World. 
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STRAP  ON  THE  GEAR,  FLIP  A  SWITCH— AND  VOIIA,  VIRTUAL  REALITY.  FOR  THE  COMPUTER  INDUSTRY,  IT'S  A  UNIVERSE  OF  OPPORTUNITY 
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96  VIRTUAL  REALITY 

Welcome  to  cyberspace.  It's  a  place 
filled  with  computer-generated 
worlds — worlds  you  touch  and  hear 
as  well  as  see.  The  possibilities  are 
nearly  limitless:  Improved  product 
design,  medical  breakthroughs,  new 
forms  of  entertainment,  and  much 
more.  There  are  still  technological 
hurdles,  but  computer  worlds  seem 
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PRODUCTION 

Change  from  last  week:  -0.3% 
Change  from  lost  year:  1 .3% 


1 967=  1 00  (four-week  moving  average) 


LEADING 

change  from  lost  week:  0,1% 
Change  from  last  year;  3.3% 
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The  production  index  fell  during  the  week  ended  Sept  12  On  a  seasonally 
adjusted  basis,  output  of  outos  and  trucks  bounced  back  after  o  Generol  Motors 
Corp  strike  coused  some  plont  closings  in  the  previous  week  Electric  power,  crude- 
oil  refining,  and  coal  production  increased  as  well  Steel,  paper,  paperboard,  and 
lumber  output  and  roil-freight  traffic  declined  Before  calculation  of  the  four-week 
moving  average,  the  index  dropped  to  180  7,  from  182.1- 

BW  production  index  copyright  1  992  by  McGrow  Hill  Inc 


The  leading  index  was  little  chonged  for  the  week  ended  Sept.  12  High 
stock  prices,  lower  bond  yields,  improved  growth  for  real  estote  loans  ond  materic 
prices,  plus  a  decline  in  the  number  of  business  foilures  signal  faster  growth  for  tl 
economy  in  the  future.  However,  a  sharp  swing  in  the  growth  rate  of  M2  offset  tl 
five  positive  signs.  Before  calculation  of  the  four-week  moving  average,  the  index  f 
to  215,7,  from  216.2, 

Leading  index  copyright  1992  by  Center  for  Internationol  Business  Cycle  Research 


PRODUCTION  INDICATORS 


LEADING  INDICATORS 


Latest 
week 

Week 
ago 

%  Change 
year  ago 

STEEL  (9/19)thous.  of  net  Ions 

1,672 

1,619# 

-3.0 

AUTOS  (9/19)  units 

1  1  1,41  1 

89,178r# 

-8.0 

TRUCKS  (9/191  units 

80,687 

65,566r# 

3.5 

ELECTRIC  POWER  (9/ 19|  millions  of  kilowatt-hours 

60,571 

59,907# 

-2.3 

CRUDE-OIL  REFINING  (9/i9ithous.ofbbl./day 

13,739 

13,864# 

-0.9 

COAL  (9/12)thous.ofnetton5 

17,827# 

19,266 

-15.9 

PAPERBOARD  (9/121thous.  oflons 

779.0# 

794.  Ir 

-0.9 

PAPER  (9/121  tfious.  of  tons 

758.0# 

757.0r 

-1.0 

LUMBER  (9/12)  millions  of  ft. 

398.6'* 

477  5 

-22.0 

RAIL  FREIGHT  (9/12)  billions  of  ton-miles 

19  4# 

21.8 

-10  6 

Sources:  American  Iron  &  Steel  Institute,  Ward's  Automotive  Reports,  Edison  Electric  Institute, 
American  Petroleum  Institute,  Energy  Dept ,  American  Poper  Institute,  WWPA',  SFPA  ,  Association 
of  American  Railroads 


Latest 
week 

Week 
ago 

Year 
ago 

JAPANESE  YEN  (9/23) 

120 

125 

134 

GERMAN  MARK  (9/23) 

1.50 

151 

1  68 

BRITISH  POUND  (9/23) 

1 ,71 

1.84 

1  73 

FRENCH  FRANC  (9/23) 

5.1 1 

5.14 

5.74 

CANADIAN  DOLLAR  (9/23) 

1.24 

1  22 

1.14 

SWISS  FRANC  (9/23) 

131 

1  32 

1  47 

MEXICAN  PESO  (9/23) 

3,091 

3,073 

3,050 

Sources:  Ma|or  New  York  banks  Currencies 
pound  expressed  in  dollars 

expressed  in  units  per 

J  S  dollar,  exce 

pt  for  British 

PRICES 

Latest 
week 

Week 
ago 

%  Change 
year  ago 

GOLD  (9/23)  S/troyoz. 

348  250 

349.000 

-1.3 

STEEL  SCRAP  (9/22)  #1  heavy,  $/lon 

87  00 

93  50 

-10  3 

FOODSTUFFS  (9/21)  index,  1967=100 

198  7 

198  1 

-4  7 

COPPER  (9/19)  c/lb. 

1  1  1.5 

113  5 

0  9 

ALUMINUM  (9/19)  c/lb 

58  3 

58  5 

4.5 

WHEAT  (9/19)  #2  hard,  S/bu 

3  55 

3.54 

5  0 

COTTON  (9/19)  strict  low  middling  11/16 

in  ,  C/lb        55  98 

54.10 

-9.9 

Sources:  London  Wednesdoy  final  setting,  Chicago  market.  Commodity  Research  Bureau,  Meto/s 
Week,  Kansas  City  market,  Memphis  market 

latest 
week 

Week 
ago 

%  Chai: 
year  i 

STOCK  PRICES  (9/18)S&P500 

421  56 

417.58 

CORPORATE  BOND  YIELD,  Aaa  (9/18) 

7.89% 

7  87% 

INDUSTRIAL  MATERIALS  PRICES  (9/i8) 

100.1 

100.1 

BUSINESS  FAILURES  (9/ii) 

380 

400 

1( 

REAL  ESTATE  LOANS  (9/9)  billions 

$398.3 

$397.0r 

MONEY  SUPPLY,  M2  (9/7)  billions 

S3, 412. 8 

$3,446.9r 

INITIAL  CLAIMS,  UNEMPLOYMENT  (9/5)thous 

400 

394 

Sources:  Standard  &  Poor's,  Moodys,  Journol  of  Commerce  (index:  1980=100),  Dun  &  Br 
street  [failures  of  large  companies).  Federal  Reserve  Board,  Labor  Dept,  CIBCR  seasonally  adji 
data  on  business  failures  and  real  estate  loons 

MONTHLT  ECONOMIC  INDICATORS 

Latest 
month 

Month 
ago 

r 

%  Chai< 
year  o 

HOUSING  STARTS  (Aug  )  annual  rote,  thous 

1,237 

1,120 

M 

BUDGET  SURPLUS  OR  DEFICIT  (-)  (Aug  )  millions 

-524,702 

-$43,146r 

IMPORTS  (July)  millions 

S45,154 

$44,893r 

u 

EXPORTS  (July)  millions 

$37,332 

S38,164r 

< 

Sources:  Commerce  Dept ,  Treasury  Dept 

Latest 
week 

Week 
ago 

%  Chan 
year  a 

MONEY  SUPPLY,  Ml  (9/7) 

$983.3 

$979.0r 

i; 

BANKS'  BUSINESS  LOANS  (9/9) 

274  3 

276. 2r 

-9 

FREE  RESERVES  (9/16) 

361 

804r 

-9 

NONFINANCIAL  COMMERCIAL  PAPER  (9/9) 

139.4 

140.4 

Sources:  Federol  Reserve  Board  (in  billions,  except  for 
two-week  period  in  millions) 

■ree  reserves. 

which  are  expressed  fo 

MONET  MARKET  RATES 

latest 
week 

Week 
ago 

Ye 
a 

FEDERAL  FUNDS  (9/22) 

3.04% 

3.20% 

5.29 

PRIME  (9/23) 

6.00 

600 

8.0C 

COMMERCIAL  PAPER  3-MONTH  (9/22) 

3.23 

3.15 

5.52 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (9/23) 

3.19 

3  09 

5.41 

EURODOLLAR  3-MONTH  (9/i9) 

3.05 

3  08 

5.43 

Sources:  Federal  Reserve  Board,  First  Boston 


**Raw  dota  in  the  production  indicators  ore  seosonolly  od|usted  in  computing  the  BW  index  (chart),  other  components  (estimated  and  not  listed)  include  machinery  and  defense  equipmei 
1  ^Western  Wood  Products  Assn      2  =  Southern  Forest  Products  Assn      3  =  Free  market  value     NA  =  Not  available     r=  revised     NM  =  Not  meaningful 
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Coping  With  unexpected  Growth. 

Growth  is  great. 

It  s  what  every  business  scratches,  digs  and  sweats  for. 
Jt  it  can  present  problems  if  you're  not  ready  for  it.  To 
andle  the  fruits  of  your  labor,  you  need  to  plan  ahead.  And 
ie  of  Minolta's  small  business  copiers  would  be  an  excellent 
ace  to  start. 

in  addition  to  being  compact,  easy  to  operate  and  load, 
ley  can  give  you  the  Kinds  of  things  that  help  any  growing 
jslness  keep  up. 

LIKe  complete  sets  of  copies  (without  expensive  sorting 
:tachments).  Cartridge  loading.  Interrupt  capability  (which 


allows  you  to  jump  In  and  maKe  a  quick  copy  even  In  the 
middle  of  a  long  job).  A  50-200%  zoom  range.  And  an 
optional  no-risk  warranty. 

So  If  you  want  a  copier  that  will  allow  you  to  be  ready 
for  whatever  crops  up.  call  1-800-9 -MINOLTA. 


ONLY  FROM  THE  MIND  OF  MINOLTA    MINOLTA 


HOW  A  QUIET 
TELECOMMUNICATIONS 
GIANT  KEEPS  AMERICA'S 
BELLS  RINGING. 


We've  learned  some- 
thing over  the  last  half  century  about 
fitting  new  telecommunications  systems  into 
existing  ones.  Even  more  than  technology,  it  takes 
ingenuity.  And  that  keeps  the  entrepreneurial  juices  flow- 
ing. qD    Fujitsu  technology  and  timing  made 
the  first  self-healing  SONET  fiber  optic  ring  net-  ^ 
/ork  in  the  U.S.  a  reality  for  Cincinnati  Bell  Tele- 
lone.  And  made  America's  first  high-bandwidth  WMk^--^  .^^,-.^iL 
rvivable  ring  network  achievable  for  New  Jersey  Bell.  Making  costly 
rvice  interruptions  caused  by  natural  or  man-made  disasters  virtually 
Dsolete.  When  NYNEX  called,  we  installed  for  joint  trials  the  world's 

rst  switching  system  capable  of  handling  everything  from  narrowband 
voice  to  broadband  video.  qD   And  with  higher  technology  we  offer 
higher  service,  including  the  industry's  longest  warranty  on  our  F9600 
ISDN  platform  PBX.  Matching  resources  with  resource- 

fulness has  helped  make  us  a  world  leader  in  communi- 
cations and  computers.  Now  it's  helping  us  pro- 
vide the  answers  when  America's 
P  Bells  ring. 


(P 


FUJITSU 


COMPUTERS,  COMMUNICATIONS,  MICROELECTRONICS 
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JUST  HOW  MANY  ENTITLEMENTS 
ARE  WE  ENTITLED  TO? 

Regarding  your  article  "Can't  live 
with  'em,  can't  live  without  'em" 
(Economics,  Sept.  7):  Other  highly  devel- 
oped nations  that  furnish  their  citizens 
with  cradle-to-grave  "entitlements"  man- 
age to  do  so  without  creating  the  huge 
deficits  that  we  generate.  To  reduce  or 
eliminate  them,  as  some  conservatives 
advocate,  would  only  widen  the  gap  be- 
tween the  lower  and  higher  income 
groups  and  would  demolish  the  middle 
class,  which  is  even  now  threatened  with 
extinction. 

Placing  the  blame  for  this  condition 
serves  no  purpose;  solutions  must  be 
found  for  the  future.  Talk  concerning 
tax  cuts  [and  favorable  treatment  for] 
capital  gains  is  ludicrous  while  a  large 
segment  of  our  population  is  at  the  pov- 
erty level  or  flirting  with  it. 

'To  reduce  medical  expenses,  doctors' 
fees  must  be  controlled.  To  reduce  bud- 
getary deficits,  some  of  the  Reagan  tax 
cuts  should  be  [reversed].  It  will  take 
political  courage  and  statesmanship. 

Leonard  H.  Carter 
Lantana,  Fla. 

■ will  happily  have  my  medicare  premi- 
ums increased,  do  away  with  my  cost- 
of-living-adjustment,  and  even  listen  to  a 
proposal  to  reduce  my  cash  benefits  if — 
and  this  is  a  big  if: 

1.  We  eliminate  the  subsidy  for  mort- 
gage interest  deductions — in  entirety 
(not  above  $200,000,  as  Ross  Perot  pro- 
poses). 

2.  Cut  pensions  for  legislators  and 
their  staffs. 

3.  Reduce  congressional  staffs  and 
committees  by  about  iO"< . 

4.  Cut  perks  of  all  ex-Presidents  but 
one,  the  most  recent. 

5.  Either  collect  taxes  on  value  of 
medical  payments  paid  by  employers  or 
disallow  deduction  by  the  employer. 

6.  Do  away  with  the  use  of  tax-exempt 
bonds  for  states  and  local  governments. 

7.  Cut  out  farm  supports. 

8.  Stop  veterans'  benefits  10  years  af- 
ter their  service  is  over. 

9.  Cut  out  insuring  bank  deposits,  pen- 
sions, floods,  etc.,  unless  the  reserves 


can  stand  on  their  own  and  innocent  tic- 
payers  do  not  get  hit. 

J.  E.  Bue.selr 
Bellville,  T^ 

MANAGEMENT  GURUS:  THERE  MAy' 
BE  MORE  THAN  MEET  THE  EYE 

In  your  article  "Management's  new  j- 
rus"  (Cover  Story,  Aug.  31),  you  re  r 
to  17  "gurus,"  past  and  present,  all  I 
one  of  whom  is  American. 

The  performance  of  U.  S.  companies 
the  global  marketplace  in  recent  years 
not  such  as  to  give  anyone  confidei 
that  the  mentors  of  America's  busin( 
have  a  monopoly  on  wisdom. 

I  believe  that  until  Americans  ( 
pense  with  their  not-invented-here 
proach  to  new  management  ideas,  th 
companies  will  remain  vulnerable  to  a 
bush  by  those  with  more  catholic  m; 
agement  cultures. 

Tom  Llo 
Wellingborough,  Englap 

■ was  quite  surprised  that  you  left  < ' 
Warren  Bennis,  professor  of  organi:- 
tional  development  at  the  University  f 
Southern  California.  I  was  doubly  sr- 
prised  that  you  credited  John  Kottr 
with  what  has  been  a  quintessential  B( 
nis  quotation:  "Organizations  are  ov 
managed  and  underled."  Bennis  origin 
ed  that  statement,  and  it  was  publish 
in  the  book  Leaders:  The  Strategies 
Taking  Charge  in  1985. 

Don  L.  Gevii 
Chairman  and  C 
Foothill  Gro 
Agoura  Hills,  Ca 

KUTTNER  IS  CONFUSED: 
HIGHER  TAXES  STUNT  GROWTH 

Robert  Kuttner,  writing  in  the  arti( 
"All  right,  we've  been  in  enou 
deep  voodoo.  Next?"  (Economic  Vie 
point,  Aug.  31),  gives  favorable  remarl 
for  the  Clinton  tax-hike-called-public  - 
vestment  package  that  the  Democr; 
are  dangling  before  us.  The  job-prodi- 
ing  companies  of  the  U.  S.  have  slowJ 
their  hiring  for  the  short  term,  so  b 
argues  that  the   federal  bureaucrai' 
must  step  in  and  take  over. 

Between  the  lines  of  his  essa 
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international  passengers 
start  clearing  customs 
fore  our  planes  even  land. 


While  we're  flying  your 
packages  overseas,  detailed 
shipment  information  is  flying 
ahead  on  UPSnetTour  global 
data  network. 

That  gives  UPS  customs 
brokers  in  destination  coun- 
tries a  sizable  head  start:  from  2 
to  36  hours.  And  that  gives  us 
extra  time  to  sort  out  potential 
clearance  problems  before  the 
packages  even  an'ive. 

As  a  result, UPS  interna- 
tional shipments  are  well  on 
their  way  while  other  delivery 
companies  are  still  getting  their 
paperwork  in  order. 

What's  more,  this  technol- 
ogy doesn't  just  make  us  faster 
and  more  reliable.  It  makes  us 
more  efficient.  So  we  can  de- 
liver to  over  180  countries  and 
territories,  usually  for  a  lot  less 
than  other  companies  charge. 

So  next  time  you  have  an 
international  shipment  to  send, 
just  send  it  UPS. 

After  all  ,  many  companies 
can  fly  your  packages  overseas. 

It's  what  we're  do- 
ing while  they're  flying 
that  makes  all  the  dif- 
ference in  the  world. 


We  run  the  tightest  ship  in 
the  shipping  business! 


yps 


0 


"Dealing  with  Akzo  means  dealing  with  business 
units  who  are  right  in  the  forefront  of  their  chosen 
field.  So  it  may  surprise  you  that  we  haven't  the 
slightest  inclination  to  become  one  of  the  world's 


largest  chemical  companies.  We  much  prefer 
big  in  the  areas  we  choose.  Yes,  we  make  acqu 
tions.  But  never  just  to  grow  bigger.  Only  if  it 
value  to  our  existing  operations.  Yes,  we  pene 


Akzo  is  one  of  the  world's  leading  companies  in  selected  areas  of  chemicals,  fibers,  coatings,  salt  and  health  care  products.  Some  6 
people,  active  in  50  countries  around  the  world,  make  up  the  Akzo  workforce.  For  more  information,  write  or  call:  Akzo  Americ 
Corp.  Comm.  Dept./R2,  300  South  Riverside  Plaza,  Chicago,  II.  60606.  Phone  (512)  906-7500. 


Hans  van  Oosterom,  Executive  Vice  President  Strategic  Planning  Akzo: 


CREATING  THE  RIGHT  CHEMISTRY  AK290 


can  t  tuy 
your  corporate 
image. 
But  you 
can  0et  it. 


Fr 


ee. 


A. 


t  a  time  when 
corporations  spend  millions 
to  enkance  their  images, 

let  Cross  do  it  free. 
Right  no^  we  11  place  your 
company  emhlem  on  your 
choice  of  our  new  Medalist, 

Blue,  or  Gray  writing 
instruments,  free?  Simply 
order  a  minimum  of  48 
writing  instruments  and  place 

the  order  through  an 
authorized  Cross  Distrihutor. 

'Free  emlilems  are  avadaLle  only  one  time 
per  emlilem  design  and  include  new  or  current 
designs.  Offer  expires  Decemter  31,  1992. 

For  complete  details  and  a  catalogue,  call 

1-800-241-8269 

8:30  to  4:30  E.S.T.  Mon.-Fri. 

Or  attack  your  business  card  (witk  logo)  to  tkis 
ad  and  mail  to:  A.T.  Cross  Company, 
92  Altion  Road,  Lincoln,  RI  02865-3700 


CROSS" 

SINCE   1  B^B 

Unquestioned 
LiFETLME  Mechanical 
Guarantee 
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How's  the  new  proposar' 


"Finished!' 


'C'mon,  the  research  alone..!'    "That  was  the  easy  part'.' 


5054  TMZ 


5054  TMZ 


S054  TMZ  10 


5054  TMZ 


l^sy]  I  hope  it's  right!' 


'The  client  said  we  nailed  it'.' 


'You  already  turned  it  in?" 


'Days  ago.  We  were  first'.' 


"Hey,  are  we  talking  some  kind  of  secret  weapon  here?" 


The  answer  is  in  Dialoi 


irmafioji— complete,  precise,  up- 
:he  minute.  It's  your  most  powerful 
iness  tool.  Find  exactly  what  you 
d  to  know  fast  in  Dialog,"  the  world's 
t  and  largest  electronic  library.  We 
>r  over  400  diverse,  detailed  data- 
es  readily  accessible  online  via 
nputer  and  modem,  many  even 


on  compact  disc.  You  probably  won't 
have  to  look  anywhere  else.  See  your 
Information  Specialist  about  Dialog. 
Or  call  for  a  free  kit  on  Dialog  infor- 
mation for  your  industry. 


1-800-3-DIALOG 


Outside  U.S.,  415-858-3785.  Fax  415-858-7069. 


Dialog  Business  Tools:  For  marketing, 
finance,  manujacturing,  and  manage- 
ment. Full-text  industry  reports,  financial 
tables,  worldwide  company  data,  market 
data, patents  and  trademarks,  techni- 
cal articles,  current  news.  From  D&iB, 
S&;.F,  Reuters,  Teikoku,  McGraw-Hill, 
Knight-Ridder,  and  many  other  sources, 
many  updated  daily,  ei>en  continuously. 


DIALOG  INFORMATION  SERVICES,  INC. 

A  KNIGHT-RIDDER  COMPANY 


?1  Dialog  Information  Services.  Inc  ,  3460  Hillview  Avenue,  Palo  AJto,  California  94304  All  nghts  reserved  DIALOG  is  a  servicemark  of  Dialog  Information  Services,  Int ,  Registered  U  S  Patent  and  Trademark  Office 
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lEIHUEHTIHG  RHEIIICII 

In  the  course  of  human  events,  it  has  become  necessary  for  American  busi- 
ness to  accommodate  change.  Global  competition,  new  technologies,  and  a 
changing  workforce  are  among  the  challenges  we  face.  Reinventing  America, 
the  fall  1992  bonus  issue  from  Business  Week,  provides  a  blueprint  for  our 
future  business  endeavors.  Issue  date:  October  23rd. 


BusinessWeek 


PROFIT  BY  IT 


fled,  W/h/fe  and  Blueprint  Original  Rendering  Commissioned  by  Business  Weel<. 


©  1992  McGraw-Hill  Inc.  Illl 


Document  management  is  changing.  The  process  can  he  wrenching 
and  expensive,  or  it  can  evolve  the  Kodak  way:  film  or  digital  or  both,  at 
a  pace  matched  to  your  needs.  Kodak  has  mapped  an  intelligent  migration  path  to 
the  future,  with  innovations  that  include  a  high-speed  scanner  which  simultaneously 
films  and  digitizes  a  document,  and  software  that  lets  you  file,  retrieve  and  manipulate 
microfilm  images  on  your  desktop.  For  details,  call  /  800  445-6325,  Ext.  950M. 


Imaging  by  all  means 


WIUEL  WAN1S  YOU  10  KNOW 
nCGER  ISNT  AlWAYS  BETTEH 


ometimes  big  comijanies  only  come  up  with  tjig  solutions,  not  smait  (jnes.  So  call  WilTel""  Communications  Systems. 
We  offer  small  and  medium  siz(^  businesses  the  featui'e-filled  Norstar  digital  key  system,  smartly  designed  by  Northern 
Telecom.  Plus  personal,  setvice-oriented  support  that's  making  the  big  phone  company  nei'vous. 

From  voice  processing  systems  to  full-scale  outsourcing,  we're  one  of  the  nation's  leading 
independent  PBX  suppliers.  So  call  WilTel  at  l-(S00-324-()6U(S.  For  solutions  that  are  big  on  smarts. 


The  Norstar  digital  key  system. 


norrhcrn 
roiccum 


norskr 


mm 


Nnrslnr  is  ii  rrqislrn'il  tiiiili'iinuk  nj  A'lirlhcni  Trln  niii  II  il'I'i-l  is  iiii  iiiilhiirizi'il  Nitrllirni  Ti'li'niiii  ilislrihiilnr 
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TURNS  UP  Technology 


BEHEFITS— AND  HANDICAPS- 
HE  DISABILITIES  ACT  

efjiinling  "How  the  Disabilities  Act 
will  cripple  business"  (Economic 
'point,  Sept.  14),  I  state  to  Gary 
:er:  Most  businesses  don't  view  hir- 
)eople  with  disabilities  as  good  busi- 

but  rather  as  charity.  Once  employ- 
.tart  focusing  on  the  skills  of  people 

disabilities  rather  than  the  limita- 
,  they  will  learn  that  reasonable  ac- 
nodation  is  very  inexpensive  and 
people  with  disabilities  are  often  the 
,  qualified  for  a  job.  Further,  they 
hire  people  with  disabilities,  thus  in- 
king the  number  of  taxpayers  and 
cing  the  number  of  tax  users. 

Gordon  W.  Anthony 
Anthony  Co. 
Los  Angeles 

s  Becker  touched  on,  U.  S.  workers 
.are  faced  with  handicaps  in  the 
d  marketplace  of  labor.  While  the 
we  have  enacted  make  our  nation 
!  humane,  the  costs  hinder  our  eco- 
c  well-being. 

ior  to  enacting  the  free-trade  agree- 
;  with  Mexico,  Congress  should  con- 
■  that  when  any  company  moves  a 
)ry  to  Mexico  it  no  longer  has  to 
the  costs  of  the  Occupational  Safe- 
:  Health  Administration,  the  Envi- 
lental  Protection  Agency,  the  Amer- 
;  with  Disabilities  Act,  the  Civil 
ts  Act,  the  Federal  Insurance  Con- 
tions  Act,  or  unemployment  insur- 
,  as  well  as  other  regulations. 

Marcus  Marino 
Senior  Partner 
Mainland  Manhattan 
Real  Estate  Consultants 
New  York 


UNCONVENTIONAL  WISDOM 

'Iliey're  The  McLiuglilin  Gn^up.  Each  with  a  view  that's  contentious 
and  contiigious.  (clockwise  from  left) Jack  Gemiond,  Clarence  Page, 
jolin  McLiiiiglilin,  Ele:uior  Clift,  Morton  Kondracke  and  Fred  Barnes. 
Made  possible  by  a  grant  firom  GE, 


The  McLaughlin  Group 

(^heck  ytjur  kxid  listing  for  station  and  time. 

l/l/e  bring  good  things  to  fife. 


ecker's  article  grossly  misrepre- 
sents the  Americans  with  Disabil- 
Act  and  exposes  his  own  disability: 
an  dignity  deficiency  syndrome.  The 
cannot  "cripple  business"  when  it 
sets  only  "qualified  employees." 
'Ople  with  disabilities  don't  want  a 
lout;  they  want  respect.  Becker 
Id  see  employment  of  this  "quali- 
'  labor  resource  as  a  boon  to  individ- 
to  businesses,  and  to  the  economy. 

Michael  J.  Dugan 
General,  U.  S.  Air  Force  (Ret.) 

President  and  CEO 
National  Multiple  Sclerosis  Society 
New  York 

rs  to  the  Editor  should  be  sent  to  Readers 
t,  Business  V/eek,  1221  Avenue  of  the  Ameri- 
■Jew  York,  N.  Y.  10020.  Fox:  (212)  512-4464, 
12-7960,  Intl.  4998204.  All  letters  must  in- 
on  address  and  daytime  and  evening  tele- 
:  numbers.  We  reserve  the  right  to  edit  letters 
□  rity  and  space. 


Wedidrit 
start  the  PC 
price  war 


(We'd  never  back  down 
on  quality) 
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BASEBALL  AND  BILLIONS:  A  PROBING  LOOK  INSIDE  THE  BIG  BUSINESS 
OF  OUR  NATIONAL  PASTIME 

By  Andrew  Zimbalist  •  BasicBooks  •  270pp  •  $20.00 


A  BEANBALI  AIMED  AT 
THE  FRONT  OFFICE 


Professional  baseball  is  ou  the  woue. 
Salaries  must  come  down  or  the  inter- 
est of  the  publie  must  be  increased  in 
some  way.  If  one  or  the  other  does  not 
happen,  bankruptcy  stares  every  team 
in  the  face. 

Sounds  familiar,  doesn't  it?  The 
words,  quoted  in  Baseball  and 
Billions,  by  Smith  College  eco- 
nomics professor  Andrew  Zimbalist, 
might  have  come  from  any  of  the  cur- 
rent owners  of  Major  League  Baseball's 
28  teams.  It  has  the  earmarks  of  the 
standard  owner's  lament:  a  tone  both 
dire  and  querulous,  a  complaint  that 
those  players  make  too  darn  much  mon- 
ey, and  a  hint  that  somehow  the  players 
and  public  are  to  blame  for  baseball's 
messy  finances.  Equally  characteristic  of 
this  minatory  utterance  is  what  it  lacks: 


any  specific  dollar  figures.  Trust  us,  say 
the  owners.  We're  losing  our  shirts. 

The  owners  could  probably  have 
spared  themselves  years  of  strain  on 
their  vocal  cords  by  printing  the  state- 
ment on  index  cards  and  handing  them 
out  to  anyone  who  asks  how  business  is 
going.  Of  course,  they  would  be  duty- 
bound  to  cite  the  author  and  date:  Chica- 
go White  Stockings  owner  Albert  Spal- 
ding, January,  1881.  Yes,  in  a  turbulent 
world,  baseball  is  unchanging. 

What  Zimbalist's  book  demonstrates  is 
that  owners'  greed,  pettiness,  and  arro- 
gance have  featured  prominently  in  the 
sport's  landscape  almost  as  long  as 
pitchers'  duels  and  well-turned  double 
plays.  In  the  brief  history  of  profession- 
al baseball  that  opens  the  book,  we  learn 
that  owners  treated  players  shamefully 
long  before  New  York  Yankees  boss 


George  Steinbrenner  paid  a  low'-'e 
$40,000  to  dish  him  the  dirt  on  star  ct- 
fielder  Dave  Winfield — an  enormity  tit 
resulted  in  Steinbrenner's  all-too-tem> 
rary  banishment  from  the  game.  To  (» 
just  one  example  of  egregious  behav,p, 
Spalding,  once  a  player  himself,  pe»- 
lantly  refused  to  pay  his  team's  trn 
fare  home  after  it  lost  a  big  series. 

Even  more  impressive  than  the  histci- 
ca!  overview  is  Zimbalist's  discussion  f 
baseball  economics.   Although  ownis 
and  officials  in  Major  League  Baseba; 
central  office  treat  their  financial  sta'- 
ments  like  state  secrets,  Zimbalist  lite 
gathered  hard  data  on  stadium  re>- 
nues,  local  TV  deals,  and  merchandisii? 
money.  What  he  uncovered  is  eye  pw- 
ping.  Did  you  know,  for  example,  tl' 
average  revenues  per  team  grew  11. 
per  year  from  1970  to  1991?  Put  aiKitl 
way,  revenues  went  from  $5.7  millioi 
year  in  1970  to  $58  million  in  1991.  VI' 
Mart  Stores  Inc.  would  have  to  strain 
match  that  performance. 

The  good  professor  even  managesi 
coherent,  convincing  discussion  of  t» 
most  slippery  subject  to  vex  any  studet 
of  the  financial  side  of  baseball:  proi- 
ability.  Zimbalist  cites  Paul  Beest( 
president  of  the  Toronto  Blue  Jays,  i 


Wedidrit 
start  the  PC 
price  war. 


(Price  isn't  everything.) 
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ibing— appurcntly  in 

unguarded  moment — 
V  owners  manage  to 
t  sorry  results  even  in 
iner  years:  "Anyone 
D  quotes  profits  of  a 
eball  club  is  missing 

point.  Under  general- 
accepted  accounting 
iciples,  I  can  turn  a  $4 
lion  profit  into  a  $2 
lion  loss,  and  I  can  get 
ry  national  accounting 
n  to  agree  with  me." 
laseball  executives 
\l  down  team  earnings 
^ely  to  turn  public 
nion  against  highly 
i  players.  But  as  Zim- 
st  makes  clear  in  a 
pter  on  salaries,  players  are  general- 
compensated  commensurate  with 
ir  monetary  value  to  the  team, 
'he  most  useful  parallel  for  player 
,  in  fact,  is  to  salaries  in  the  movie 
ustry.  As  Zimbalist  demonstrates, 
y'ers  whose  exploits  draw  the  fans, 

actors  who  are  good  box  office,  earn 
big  bucks.  That  seems  fair  to  me.  No 

complains  when  Julia  Roberts  pulls 
.^n  $6  million  for  her  latest  film.  After 

she  delivers  entertainment.  And 
it  do  we  call  it  when  Boston's  Roger 


ong  before  George 
Steinhrennef  s  day, 
Zimbalist  tells  us, 
owners  treated 
players  shamefully 


Clemens  fans  seven  in  a  row  or  Philadel- 
phia's John  Kruk  fouls  off  five  pitches 
before  slapping  a  single  to  the  opposite 
field?  I  call  it  great  entertainment.  And 
Americans  pay  their  entertainers  well. 

Don't  get  me  wrong.  Baseball  does 
have  serious  problems.  Former  Commis- 
sioner Fay  Vincent,  whose  recent  ouster 
by  the  owners  was  largely  over  econom- 
ic issues,  may  well  have  been  right  when 
he  warned  in  1991  that  "baseball  is 
poised  for  a  catastrophe."  But  it  is  Zim- 
balist's  considerable  achievement  to 


show  that,  as  he  puts  it, 
"if  catastrophe  does  be- 
fall the  sport.  Major 
League  Baseball  has  no 
one  to  blame  but  itself." 
Many  owners  would  still 
prefer  to  wage  war 
against  the  players  rather 
than  cooperate  with  them, 
a  la  the  National  Basket- 
ball Assn.  Equally  obnox- 
ious is  the  mistreatment 
of  the  fans,  either 
through  cutting  TV  deals 
that  shut  out  those  view- 
ers who  aren't  wired  for 
cable  or  through  attempts 
to  extort  new  stadiums  by 
threatening  to  move 
teams  to  a  new  city. 
The  concluding  chapters  of  Baseball 
and  Billions  offer  ways  to  fix  baseball, 
but  I  doubt  the  owners  will  heed  them. 
The  solutions  require  cooperation,  a  con- 
cern for  the  greater  good,  and  a  firm 
commitment  to  long-term  goals.  Owners, 
alas,  have  rarely  strayed  from  their  de- 
votion to  selfish  interests  and  short-term 
gains.  I  doubt  they'll  start  now. 

BY  HARRIS  COLLINGWOOD 
Despite  the  urgings  of  common  sense, 
Sports  Business  Editor  Collingwood  still 
roots  for  the  Red  Sox. 


This  is  where  we  draw  the  line.) 


P's  new  low-priced  PCs  don't  surrender  features. 


se  cheap  PCs  don't  stand  a 
ice.  Hewlett-Packard  has  intro- 
?d  486  models  starting  at  under 

00. *  With  prices  of  our  entire 
of  HP486  and  386  PCs  down  as 
h  as  42%  in  the  last  9  months. 

our  low  prices  have  not  come  at 
?xpense  of  quality,  performance 
\e  features  you  want. 

cream  through  those  Microsoft" 
dows  and  CAD  projects,  we  give 
real  power  and  superior  graphics. 

1,  with  true  multivendor  com- 
bility,  HP  PCs  fit  easily  into  your 
iputer  environment. 


We've  made  some  big  advances 
on  the  networking  frf)nt,  too.  Many 
models  are  network- ready.  That 
saves  you  time,  whether  you're  add- 
ing to  a  network  now  or  in  the  ftiture. 
And  HP  PCs  are  fully  tested  antl 
certified  with  all  major  NOSes. 

lb  protect  against  data  theft,  viruses 
and  prying  eyes,  we  buUt  in  industry- 
leading  seciu-ity  features.  Your  invest- 
ment is  safe,  too.  Because  when 
you're  ready  to  add  more  firepower, 
you  can  simply  and  inexpensively 
upgrade  across  our  entire  line  of 
486  desktop  PCs. 


All  this  for  as  little  as  $1,200!  And 
for  a  few  hundred  dollars  more,  we'll 
throw  in  a  hard  drive  with  |)re- 
installed  DOS  5.0,  Wnidows  3.1 
and  a  mouse. 

To  be  a  winner  in  the  price  wars, 
call  1-800-752-0900,  Ext.  7095  for 

your  nearest  HP  P( '  dealer.  Or  call 
1-800-333-1917  from  your  fax  hand- 
set for  immediate  details.^  Then 
start  calling  the  shots. 


HEWLETT 
PACKARD 


Economic  Viewpoint 


CLINTOi  AS  PRESIDENT: 
CONSIDER  THE  POSSIBILITIES 


BY  PAUL  CRAIG  ROBERTS 


From  Las  Vegas 
to  London, 
oddsmakers  are 
backing  Clinton.  In 
the  event  they  are 
right,  here  are 
differing  versions 
of  what  America 
can  expect 


PAUL  CRAIG  ROBERTS  IS  CHAIRMAN 
OF  THE  INSTITUTE  FOR  POLITICAL 
fcCONOMY  IN  WASHINGTON 


In  thf  waning  days  of  the  Bush  Administi'a- 
tion,  George  Bush  has  rediscovered  the 
supply  side,  l)ut  the  economic  team  that 
flestroyed  him  is  still  in  place— in  effect  jam- 
ming the  message  of  the  President's  Sept.  10 
speech  to  the  Detroit  Economic  Clul>.  Bush 
needed  more  than  words,  but  he  allowed  a 
Justice  Dept.  underling  to  foreclose  indexing 
the  cost  basis  of  capital  gains— the  policy  that 
would  have  made  him  credible.  In  the  end, 
we  are  left  with  moi"e  mush. 

Public  opinion  polls  are  an  unreliable  meas- 
ure of  Bush's  reelection  chances  because  they 
reflect  anger  at  the  President  and  not  delight 
with  Bill  Clinton.  What  really  looks  bad  for 
Bush  are  the  Itetting  odds,  which  have  turned 
decisively  against  him.  People  will  tell  a  poll- 
ster anything,  but  they  are  careful  how  they 
bet  their  money.  The  Boston  consulting  firm 
H.  C.  Wainwright  &  Co.  reports  that  the  odds 
have  turned  against  Bush  both  in  the  Las 
Vegas  betting  market  and  at  the  Ladbroke 
betting  parlors  in  London. 

In  the  event  that  the  oddsmakers  have  it 
right  and  Bush  is  history,  here  are  three  dif- 
fering scenarios  of  what  a  Clinton  Presidency 
could  be  like: 

SCENARIO  1.  Clinton  inherits  an  economy  ready 
to  blossom:  Inflation  has  Iieen  wrung  out,  the 
real  estate  crisis  is  over,  companies  are  re- 
structured and  ready  to  compete,  and  debt  is 
paid  down.  A  surging  economy  provides  no 
liasis  for  a  politics  of  revenge  against  the  rich. 
Clinton  is  forced  to  become  a  moderate  in 
order  to  benefit  frf)m  the  economy. 

Under  this  scenario,  the  economy  itself  will 
bring  the  Democrats  back  to  Middle  America 
and  foi'ce  them  to  shed  the  left-wing  infantil- 
ism that  has  l)anished  the  party  from  the 
White  House  for  20  of  the  past  24  years.  This 
would  be  good  for  Repul)licans,  too,  who  would 
again  have  to  govern  well  in  order  to  comjiete 
for  the  Presidency. 

SCENARIOS.  Clinton  sweejis  in  with  his  stable 
of  eccentric  economic  advisers,  including  his 
old  Oxford  University  buddy  Derek  N.  Shear- 
ei-,  now  professor  of  i)ublic  jiolicy  at  Occident- 
al College  in  Los  Angeles— who  has  apparent- 
ly slept  through  the  20th  century— and 
produces  a  renin  in  the  U.  S.  of  PYance's  disas- 
trous expei'ience  with  socialism  a  decade  ago. 
Shearer  thiindei's  against  the  capital  markets 
and  Professor  Ilol)ert  B.  Reich  of  Harvai'il 
University  attempts  to  dismantle  the  autono- 
my of  corjjorations  with  industrial  policy.  The 
dollai-  dies,  capital  flies,  and  long-term  interest 
rates  go  thi'ough  the  roof. 

With  the  world's  monetary  system  at  stakt', 
the  Group  of  Seven  industrialized  countries 
forces  a  chastened  and  shaken  President  Clin- 


ton to  jettison  his  advisers  and  take  on  ne 
more  sensible  ones.  Within  90  days,  the  e 
periment  is  all  over.  And  just  as  in  France  f( 
lowing  President  Francois  Mitterrand's  r 
treat,  no  American  ever  mentions  socialis 
or  "economic  democracy"  (Shearer's  euph 
mism)  again. 

This  possibility  has  a  lot  going  for  it  b 
cause  it  is  the  best  way  for  the  U.  S.  to  cat 
up  with  the  rest  of  the  world  and  to  get  soci 
ism  out  of  its  blood  forever.  It  is  extraordinai 
that  Clinton  has  advisers  who  are  determint 
to  socialize  America,  while  the  rest  of  tl 
world  is  trying  to  escape  from  the  sociali 
ashes  of  the  20th  century. 
SCENARIO  3.  The  left  wing  gral)S  power  ar 
demands  revenge  for  years  of  Reaganism.  Tl 
Intei'nal  Revenue  Service  is  used  to  yank  tl 
tax-exempt  status  of  conservative  think  tanl 
for  allegedly  violating  the  rule  against  lobi), 
ing.  Special  prosecutors  are  used  to  indict— 
they  are  today— many  former  members  of  tf 
Bush  and  Reagan  Administrations  on  or 
trumped-up  charge  or  another.  A  flounderii 
economy  creates  a  pul)lic  atmosphere  that  su 
jiorts  a  politics  of  revenge  against  "those  r 
sponsible."  The  ranks  of  the  Republican  Par 
are  weakened  by  indictments,  and  the  sourc 
of  its  ideas  are  neutralized.  America  l:)ecom( 
a  dangerously  armed  reactionary  force 
world  affairs. 

One  might  think  this  latter  scenario  couldr 
happen  in  America,  but  much  of  its  grounr 
work  has  already  been  laid  by  the  Republicai 
themselves  in  the  past  decade.  Policy  diffe 
ences  have  been  criminalized,  and  Presider 
Reagan  acquiesced  in  the  ajipointment  of 
special  prosecutor,  who  continues  to  houn 
foi-mer  members  of  his  Administration.  Th 
Republican  Justice  Dept.  criminalized  acc 
dents  in  the  Exxon  Valdez  case.  Republic;! 
U.  S.  attorneys  have  succeeded  in  criminalizin 
civil  violations  of  vague  securities  laws.  Pi 
tending  that  private  fraud,  and  not  gover 
ment  policy,  is  behind  the  collapse  of  real  e 
fate  values,  Bush  Administi'ation  officials  hav 
indicted  many  innocent  thrift  executives  an 
board  members. 

Under  Reagan  and  ]>usli,  federal  prosecutor 
have  been  able  to  pervert  the  law  into  a  scali 
collecting  mechanism  that  has  destroyed  .som 
of  our  traditional  legal  protections.  Thus  th 
door  has  been  opened  for  the  ideological  left 
wield  these  new  practices  now  as  Lenin  d 
scribed  his  use  of  them— "to  break  up  th 
ranks  of  the  opponent,  to  wipe  his  organizatio 
off  the  face  of  the  earth."  This  would  be  a 
ironical  fate  for  Republicans,  who  themselve 
have  unleashed  prosecutoi'ial  aliuses  in  thei 
enthusiasm  for  convictions  whatever  the  cosi 
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AE^  GLOBAL 
BUSINESS  VDEQ 


It's  easy  inexpensive, 
and  here  are  some  reasons 
why  you  do  need  it. 

AT&T  Global  Business  Video  Services 
is  a  family  of  services  that  makes  it 
easy  and  affordable  to  use  videocon- 
ferencing. You  can 
have  a  meeting, 
train  employees, 
demonstrate  a 
new  product,  do 
anything  that  you 
could  normally  do 
in  any  face-to-face 
meeting,  with  clients  and  customers 
all  over  the  country  or  the  world, 
without  having  to  leave  your  office. 
And  you  can  do  it  simply  by  dialing 
a  telephone  number 

The  Better  It  Gets, 
The  Cheaper  It  Gets. 

One  of  the  best  things  about  AT&T 
Global  Business  Video  Services  is  how 
affordable  it  is. 


Distance  Learning 


New  Product  Introductions. 


It  costs  less  than 
the  price  of  a 
cellular  phone 
call.  And  the 
picture  quality 
today  is  better 
than  ever  before. 
We've  Got  The  Best  Connections. 
AT&T  has  the  largest  fiber-optic  digital 


network,  with  con- 
nections  to  more 
domestic  and  inter- 
national locations 
than  any  other  car- 
rier Dialing  your 

.  ,  c  ■         Executit'e  Conferences. 

videoconrerence  is 
as  easy  as  dialing  a  telephone  call. 

A  Solution, 
No  Matter  What  You  Need. 

Whether  it's  network  design, 
equipment  solutions  or  developing  the 
right  video  applications  for  your  busi- 
ness, AT&T  will  be  there  to  help. 
A  Video  Center  That's  All  Yours. 

We  created  the 
AT&T  Video  Center 
solely  to  satisfy  your 
video  communica- 
tion needs.  In  fad, 
you  can  call  us  for 

Equipment  D-ouhleshooting.  almOSt  any  SLippOrt, 

service  or  information. 
Seeing  Is  Believing. 

AT&T  Global  Business  Video 
Services  can  save  you  time  and  money 
It's  one  of  the  most  practical,  state-of- 
the-art  solutions  for  your  business  com- 
munication needs.  It's  something  you 
and  your  business  should  take  a  serious 
look  at.  Because  once  you  see  it,  you'll 
believe  in  it.  For  more  information,  call 
1  800  VIDEO  GO. 


ATBiT 

The  right  choice. 


BY  GENE  KORETZ 


DEFENSE  CUTS  COULD 
WOUND  THE  ECONOMY 
FOR  A  DECADE 


Experts  studyiiiy'  tlu'  implications  of 
tho  ([(.'fcnsc  "liuild-down"  in  the  wake 
of  the  cold  war  have  generally  been  op- 
timistic r(.',L;ardiny  its  lonu;-run  economic 
I'ffects.  While  acknowled^iny;  that  some 
re,u;i(iiis  and  industries  face  a  wrenching 
readjustment,  the  consensus  view  has 
heen  that  the  huge  U.S.  economy  ulti- 
matidy  should  he  able  to  takt'  these 
painful  changes  in  stride. 

Nestor  E.  Terleckyj  of  the  National 
Planning  Assn.  disagrees.  Writing  in  the 
current  issue  of  the  XPA's  (piarterly, 
L<ii)l;i)ni  Alicail,  he  warns  that  defense 
cuts  not  only  ma\'  he  shoi't-circuiting 
the  current  recovery  hut  also  could  ham- 
per economic  growth  through  the 

The  Nl',\  economist  concedes  that  the 
economy  was  ahle  to  hounce  hack  nicely 
in  the  wake  of  much  larger  defense  cut- 
hacks  after  the  Korean  and  Vietnam 
wars.  Hut  he  points  out  the  drop  in  de- 
fense outlays  (hn'ing  thesi'  two  earlit'r 
pei'iods  was  offset  hy  ln'althy  gi"ow^th 


COHTINUING  CARNAGE 
IN  DEFENSE-RELATED  JOBS 


It 


ANNUAL  CHANGE 
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PROJEOIONS 


in  the  two  Luost  dynamic  scctoi-s  of  ihe 
econom.\':  consimiei'  iliii-ahles  and  fixed 
in\cstmeiit.  I!\'  coiiti'ast,  real  oLitlays  in 
these  secUirs  since  f!)Mll  have  declined 
twice  as  much  as  defense  spending. 

Thai's  not  all.  Terleckyj  points  out 
that  the  l;ii-g(.'st  I'eductions  in  hfrth  mili- 
tary manpowei-  and  defense  purchases 
from  the  piavate  sectoi-  ai'e  occin-ring 
right  now.  All  told,  ovei-  1.12  million  de- 
fense-i'elated  johs  ai'c  scheduled  to  he 
axed  trom  l!ii)2  thi-oLigh  i;H>4-neai-|y 
half  the  cuts  pi'ojected  foi-  the  decade. 

"The  evidence,"  says  Tei-leckyj,  "sug- 
gests that  defense  ciLthacks,  in  the  ab- 


sence of  offsetting  momentum  elsewhere 
in  the  economy,  are  undermining  the  re- 
covery." Since  April  of  last  year,  he 
notes,  the  joliless  rate  in  the  12  states 
with  the  highe.st  dependency  on  defense- 
related  spending  dias  jumped  hy  0.6%, 
comjiared  with  a  minuscule  0.1%  rise  in 
the  18  least  defense-dependent  states. 

Terleckyj  says  that  defense-related 
johs  have  a  multiplier  of  3..5  (that  is, 
each  joh  indii'ectly  sustains  2.5  non-de- 
fense-related johs).  Thus,  in  a  worst- 
case  scenai'io,  he  calculates  that  defen.se- 
related  layoffs  next  year  alone  could 
eventually  cost  the  economy  1.6  million 
johs  if  employment  growth  lags  in  othei- 
sectors.  Such  a  dire  pi'ospect,  though 
unlikely,  says  Terleckyj,  suggests  that 
policymakers  consider  adopting  more  ex- 
l)ansionary  fiscal  policies  now  to  offset 
coming  defense  cuts. 

"In  view  of  the  economy's  continued 
weakness  and  the  accelerated  pace  of 
defense  reductions,"  says  Terleckyj, 
"time  is  of  the  essence." 


WHY  COST-SHIFTING 
AT  NURSING  HOMES 
HURTS  EVERYONE 


Relatively  lew  people  (5%  of  those 
aged  (if)  and  ahove)  wind  up  nec'ding 
long-term  nursing-home  care  in  old  age. 
But  for  those  who  do,  the  costs  can  he 
horrendous.  The  average  charge  to  pii- 
vate  payers  is  currently  close  to  $;!(), 000 
a  year— enotigh  to  hankiMipt  most  fami- 
lies in  shf)rt  ordei-. 

One  of  the  most  distressing  a.spects  of 
this  sitiLation  is  that  those  who  have 
the  assets  to  pay  foi'  such  cai'e  are  heing 
significantly  ovei'chai'gi'd.  In  an  ailicle  in 
the  latest  issLLe  of  the  Ncir  Kiujlatid  Ec- 
(iiKiiiiic  lu  i-icir.  economist  .lane  Sneddon 
Little  of  the  Fedei'al  Ile.serve  Bank  of 
Boston  notes  that  in  27  of  Si  states  for 
which  data  aL-e  availahle,  private  daily 
cliai-ges  loi-  luu'sing-home  care  exceed 
nu'dicaid  I'l.'imhui'sement  I'ates  hy  an  av- 
ei'age  of  .'iOVn.  Little's  analysis  data  indi- 
cate that  in  most  states,  the  one-third  of 
pi-i\'ate  luu'sing-honn'  residents  who 
ai-en't  eligihie  for  medicaid  are  actually 
paying  foi'  20%,  to  :',()%  of  the  long-tei-m 
care  I'eceived  hy  medicaid  i);itients. 

Such  cost-shifting,  Little  argues,  is 
inhei'ently  unfair  and  counterproductive. 
By  increasing  the  already  heavy  htu'- 
dens  of  those  private  payers  who  are 
unfoi'tunate  enough  to  ref]uii'e  such  care 
themselves,  the  pi'actice  hastens  the 
painful  day  when  they  exhaList  their 
savings  and  mo\'e  onto  medicaid.  It  also 
tends  to  encoui'age  families  to  hide  as- 
sets to  avoid  depleting  their  savings. 
And  hy  muddying  the  cost  picture,  it 


impedes  effoi'ts  to  control  medicaid  cos 
A  lietter  jiolicy.  Little  helieves,  wo( 
he  for  states  to  require  nursing  honi 
to  charge  public  and  private  payers  t( 
same  rates  (as  Minnesota  already  do() 
Fees  that  reflect  the  true  costs  of  ser'  ■ 
es  would  he  fairer  to  private  patiei;; 
They  also  would  make  it  easier  for  r^,; 
ulators  to  spot  inefficiencies  and  cil 
the  explo.sive  rise  in  medicaid  spendit; 


CAPITAL-SPENDING 
PIANS  KEEP  RECEDING 
INTO  THE  FUTURE 


Some  economists  evaluating  the  C't 
merce  Dept.'s  latest  capital-spei 
ing  survey— conducted  in  July  and  . 
gust— have  been  impressed  by  how  \\i 
spending  plans  have  held  up.  The 
crease  in  current  dollars  for  1992  is  n 
estimated  at  4.3%,  down  less  than  hal 
l)ercentage  point  from  the  previous  s 
vey.  But  economist  William  Griggs 
Griggs  &  Santow  Inc.  notes  that  t 
key  to  analyzing  such  surveys  is  1 
way  the  patterns  change  from  sur\ 
to  survey.  "When  businessmen  are  i 
very  optimistic,"  he  says,  "they  cut  b; 
on  current  outlays  and  keep  shifting  i 
amount  cut  back  to  future  quarters." 

In  Ai)ril  and  May,  for  example,  cc 
panics  indicated  they  woukl  spend  $55 
billion  at  an  annual  rate  in  the  secc 
iiuarter  and  $557.6  in  the  third.  N 
they  report  that  they  actually  sp< 
$540.9  billion  in  the  second  quarter  i\i 
intend  to  spend  $5(>5.2  in  the  third. 

"If  you  believe  they  will  actua 
spend  $24..'!  billion  more  in  this  quar 
than  they  spent  last  cpiarter,"  Sc 
Griggs.  "I  ha\'e  a  bi-idge  for  sale." 
thinks  capital  outlays  in  1992  will  be 
only  half  the  4.3%.  I'ise  now  projectec 


A  LEADING  INDICATOR 
THAT'S  LEADING  IN  THE 
RIGHT  DIRECTION 


Is  business  activity  starting  to  st 
Chief  Economist  Irwin  L.  Kellner 
Ghemical  P>ank  notes  that  the  Comm4 
ity  Reseai'ch  Bureau's  spot  industr  1 
price  index  recently  hit  its  highest  le  ■ 
in  over  a  year  and  is  more  than  1 
ahove  its  early  P>bruary  low.  Althoii 
a  lead  strike  in  Peru  helped  push  1 
index  higher,  Kellner  notes  that  10  of 
l-'!  components  have  posted  gains  sii< 
February.  "At  the  very  least,  the  rise 
the  index  suggests  that  the  economy 
still  expanding,"  says  Kellner,  "and 
may  just  be  the  first  sign  of  an  accel 
at  ion  in  economic  growth." 
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BY  JAMES  C,  COOPER  AND  KATHLEEN  MADIGAN 


OWER  RATES  IN  EUROPE 
OULD  HELP  THE  U.S.  ECONOMY 


HOMEBUILDING 
SHOWS  SOME  LIFE. 


Jnited  Europe  is  starting  to  reseml)le  the  Tower  of 
Bal)el:  It's  not  getting  built  because  each  country 
is  being  forced  to  talk  in  a  different  currency, 
t  despite  the  foreign-exchange  disarray  and  the  whole 
lastricht  mess  (page  34),  Europe's  internal  squabble 
1  not  affect  the  U.  S.  economy  anytime  soon.  When  it 
?s,  it's  more  likely  to  help  than  hurt, 
rhe  ongoing  problems  facing  the  U.  S.  economy  are  all 
ht  here  at  home.  On  balance,  the  latest  data  paint  a  pic- 
•e  of  sluggish  U.  S.  gi-owth,  pi'ol)ably  through  the  end  of 
)  year.  The  main  reason  is  the  poor  financial  condition  of 
isumers.  Households  are  still  l)urdened  by  a  stack  of 
Js,  and  their  dim  employment  prospects  generate  little 
3e  for  relief  any  time  soon. 

Clearly,  the  outlook  is  unin- 
spiring, but  if  you  think  it's  any 
worse  than  that— headed  for  an- 
other dip  into  recession,  per- 
haps—lot)k  at  the  latest  housing 
data.  While  currency  traders 
stay  awake  nights  mulling  over 
the  turmoil  in  Europe,  many 
builders  in  the  U.  S.  are  sleep- 
ing a  little  easier.  That's  because 
housing  activity  showed  a  lot 
more  life  in  August,  and  the 
kup  should  extend  into  the  fall. 

Housing  starts  jumped  by  10.4%,  to  an  annual  rate  of 
4  million  (chart).  That  was  the  biggest  monthly  gain  in 
months,  and  pushes  starts  up  to  their  highest  level 
ce  March.  So  far  this  quarter,  homebuilding  is  run- 
ig  at  a  13%  annual  rate  above  its  second-quarter  pace. 
The  August  gain  was  broad.  Single-family  starts  rose 
%  in  the  month,  more  than  erasing  two  smaller  declines 
June  and  July,  and  multifamily  units  also  increased.  All 
?ions  except  the  Northeast  posted  gains. 

HOUSING  The  large  advance  in  starts  suggests  that 
HEATS  the  year-and-a-half-old  housing  recovery— 

which  had  sputtered  in  the  spring— is  once 
AUGUST  again  fired  up.  Ti'ue,  the  relwund  is  not  as 
"ong  as  past  upturns,  but  any  growth  in  housing  will 
ve  a  broad  impact  on  the  economy. 
One  reason  that  the  housing  recovery  has  been  muted 
demographics:  Fewer  new  households  are  being  formed 
the  1990s  than  in  the  two  previous  decades.  Also,  past 
erbuilding  of  apartment  projects  has  hurt  that  seg- 
int  of  housing.  In  the  last  three  housing  rebounds,  mul- 
imit  starts  grew  by  a  torrid  89%  in  the  first  18  months. 


m  '91  AUG  '92 

MILLIONS  Of  UNITS,  AT  ANNUAL  RATES 
DATA:  COMMERCf  DEPT 


...HELPED  BY  FALLING 
MORTGAGE  RATES 
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This  time,  they  have  gone  nowhere  since  early  1991,  and 
that's  where  they'll  be  until  developers  can  work  down  the 
glut  of  existing  apartments. 

The  jump  in  mortgage  applications  for  home  purchase  in 
July  telegraphed  the  rise  in  August  housing  starts.  More- 
over, loan  applications  have  remained  at  a  relatively  high 
level  into  Septeml)er,  suggesting  that  the  strength  in 
housing  demand  should  carry  through  into  the  fall. 

That  bodes  well  for  consumer  spending  on  home-relat- 
ed durable  goods.  Purchases  of  furniture  and  building 
materials  sagged  in  August,  but  stronger  housing  numl)ers 
suggest  that  buying  bounced  back  in  September. 

The  reason  for  the  uplift  in 
housing  is  falling  mortgage  rates, 
dating  back  to  the  Federal  Re- 
serve's easing  of  monetary  policy 
on  July  2.  The  average  fixed  rate 
on  a  30-year  mortgage  has 
dropped  from  8.52%  at  the  end 
of  June  to  a  19-year  low  of  just 
under  8%  by  late  August  (chart). 
Rates  have  stayed  down  in  Sep- 
tember, which  will  help  home 
buying  in  the  fall.  But  as  long 
as  consumers  are  struggling  financially,  the  impact  of 
lower  rates  will  be  limited. 

Builders  expect  sales  to  pick  up  in  the  future.  The 
National  Association  of  Home  Builders  says  31%  of  its 
meml»ers  surveyed  in  September  expect  new-home  sales 
to  be  good  during  the  next  six  months.  That's  from 
28%  in  August. 

Even  with  Iniilders  feeling  more  upbeat,  starts  may 
look  shaky  in  September  because  of  Hurricane  Andrew. 
The  Commerce  Dept.  notes  that  Andrew  had  a  minimal 
effect  on  August  housing  starts.  But  the  September  data 
are  likely  to  show  a  drop-off  in  construction  in  the  South. 

In  coming  months,  however,  rebuilding  in  southern 
Florida  and  Louisiana  will  boost  those  areas'  building  ac- 
tivity. Also,  the  data  on  construction  employment  may  be 
skewed,  as  carpenters  and  roofers  from  other  parts  of  the 
country  headed  south  looking  for  work. 

PROBLEMS  While  the  U.  S.  economy  struggles  to  re- 
ABROAD  cover,  Europe  is  wrestling  with  its  own 
WON'T  HIT  problems.  As  it  turns  out,  the  fall  of  com- 
THE  U.S.  munism  is  creating  European  disunity. 
Germany's  burgeoning  costs  of  reunification,  coming  at  a 
time  of  weak  economies  and  increased  nationalism 
throughout  Europe,  have  destabilized  the  currency  mar- 
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kets  and  derailed  efforts  to  forge  the  monetary  and  polit- 
ical union  of  the  European  Community. 

What  does  all  this  mean  for  the  U.  S  economy?  In  the 
short  term,  very  little,  except  for  increased  volatility  of 
the  dollar  on  foreign  exchange  markets.  That  could  roil 
the  financial  markets  from  time  to  time. 

But  despite  the  dollar's  initial 
strength  during  the  breakdown 
of  the  European  currency  agree- 
ments, the  fundamental  pres- 
sures on  the  greenback  remain 
downward.  The  dollar's  underly- 
ing frailty  reflects  the  still-wide 
spread  between  U.  S.  and  Ger- 
man interest  rates,  the  weak 
U.  S.  economy,  and  political  un- 
certainty surrounding  the  Presi- 
dential election. 
Moreover,  currency  traders  are  looking  with  increased 
favor  on  the  Japanese  yen,  especially  in  light  of  Japan's 
big  package  of  fiscal  stimulus  and  the  subsequent  re- 
bound of  the  Japanese  stock  market.  The  yen  hit  a  record 
high  against  the  dollar  on  Sept.  23. 

(FOREIGN  Looking  further  ahead  to  1993,  current 
DEMAND  European  chiu'ning  could  lift  U.  S.  exports. 
COULD  One  by-product  of  the  currency  disarray 

SPEED  UP  j-,-,gy  eventually  be  lower  European  inter- 
est rates,  which  will  help  Europe's  economies  get  back  on 
track  (chart).  In  addition,  the  weaker  dollar  will  make 
U.  S.  goods  more  competiave  in  price. 

A  healthy  Europe  is  important  for  U.  S.  exports  l^ecause 
those  countries  make  up  the  largest  foreign  market  for 
U.  S.  goods.  Through  July,  Europe  bought  27%  of  all  U.  S. 
exports.  But  most  analysts  lielieve  that  a  stronger  Europe 
is  at  least  a  year  away. 

In  the  meantime,  U.  S.  companies  are  concentrating  on 
other  sources  of  foreign  demand.  Although  exports  fell 


THE  EXPORT  TREND 
iS  STILL  UP 


2.2%  in  July,  to  $37.3  billion,  they  had  surged  6.9%  in  Jun 
to  a  record  level.  The  six-month  trend  of  price-adjuste 
exports  continues  to  move  ever  higher  (chart),  buoye> 
mainly  by  stronger  shipments  of  capital  goods. 

Two  fast-growing  markets  are  the  developing  nations  i 
Latin  America  and  along  the  Pacific  Rim.  Through  Jul} 
developing  countries  bought  37%  of  U.  S.  exports,  bu 
during  the  past  year  they  have  accounted  for  80%  c 
U.  S.  export  gi'owth.  As  a  result,  while  the  U.  S.  trade  sui 
plus  with  Europe  has  shrunk  by  $4.1  billion  in  the  pas 
year,  some  of  that  drain  on  our  overall  merchandise  trad 
gap  has  been  made  up  by  the  $3.2  billion  narrowing  in  th 
U.  S.  deficit  with  the  developing  nations. 

Still,  the  U.  S.  trade  gap  con- 
tinued its  recent  trend  of  deteri- 
oration in  July.  It  widened  sharp- 
ly to  $7.8  billion  from  $6.7  billion 
in  June.  In  addition  to  the 
month's  drop  in  exports,  imports 
rose  0.6%,  to  a  record  $45.2  bil- 
lion, after  a  big  advance  in  June. 
In  fact,  imports  are  responsible 
for  all  of  the  deficit's  widening  in 
recent  months. 

Since  March,  price-adjusted 
imports  have  grown  at  a  double-digit  pace  from  a  yea 
ago.  A  pickup  in  imports  of  consumer  goods  has  account 
ed  for  most  of  the  recent  speedup,  perhaps  reflecting  oi 
dering  earlier  this  year,  when  recovery  signals  wer( 
stronger.  If  so,  many  of  those  foreign  goods  are  being  hek 
in  inventory  right  now,  suggesting  that  import  growth  ii 
coming  months  is  likely  to  slow. 

To  be  sure,  Europe's  monetary  mess  shows  just  how  in 
tegrated  the  global  economy  has  become.  However,  othe 
than  volatility  in  the  currency  markets,  Europe's  problem 
will  stay  on  its  side  of  the  Atlantic.  Here  in  the  U.  S.,  thi 
economy's  biggest  prol)lems  are  all  homegrown,  and  solv 
ing  them  is  going  to  take  time. 
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LEADING  INDICATORS 


Tuesday,  Sept.  29,  8:30  a.m. 
The  government's  composite  index  of 
leading  indicators,  designed  to  forecast 
the  economy's  path,  probably  rose  by 
just  0.1%  in  August,  the  same  small  gain 
as  in  July.  That's  the  expectation  of 
economists  surveyed  by  MMS  Interna- 
tional, a  division  of  .McGraw-Hill  Inc. 

NEW  SINGLE-FAMILY  HOME  SALES 

Wednesday,  Sept.  .30,  10  a.t)i. 
New  homes  likely  sold  at  a  58U,(j00  an- 
nual rate  in  .A.ugust.  That's  up  from 
563.000  in  July  and  would  be  the  fastest 
rate  since  February.  The  8.5%  jump  in 
single-family  housing  starts  in  August 
and  the  high  level  of  mortgage  applica- 


tions for  home  purchase  indicate  that 
home  buying  is  picking  up  steam. 

CONSTRUCTION  SPENDING  

Thursday,  Oct.  1,  10  a.m. 
Construction  spending  probably  rose  by 
a  modest  0.8%  in  August,  after  falling 
for  two  consecutive  months,  including  a 
0.6%  drop  in  July. 

NAPM  SURVEY  

Thursday,  Oct.  1,  10  a. in. 
The  National  Association  of  Purchasing 
Management's  index  of  business  activity 
likely  edged  up  to  54%  in  September, 
from  53.7%  in  August,  says  the  MMS  re- 
port. The  expected  reading  suggests 
that  the  industrial  sector  is  gi'owing— luit 
iust  l)arelv; 


EMPLOYMENT 


Friday,  Oct.  2,  8:30  a.m. 
Nonfarm  payrolls  should  fall  by  48,00( 
jobs  in  September,  say  the  MMS  fore 
casters.  But  Hurricane  Andrew  and  th 
end  of  a  federal  summer-jobs  progran 
for  teenagers  will  cause  the  decline.  Stil] 
hiring  seems  dead  in  the  water.  In  Au 
gust,  employment  fell  by  83,000.  Th. 
jobless  rate  is  expected  to  rise  to  7.7%  ii 
September,  from  7.6%  in  August. 


FACTORY  INVENTORIES 


Friday,  Oct.  2,  10  a.m. 
A  drop  in  factory  output  suggests  tha 
manufacturing  inventories  were  prob 
al)Iy  little  changed  in  August.  In  July,  in 
ventories  were  also  flat. 
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"Baptist  Medical  Center  is 
an  acute  care  hospital  with 
572  beds. ..and  we  treat 
about  100,000  patients  a 
year.  Our  medical  records 
department  works  24  hours 
a  day  to  transcribe  doctors' 
reports  and  keep  our  patient 
records  up  to  date." 

"So  we  can't  afford  to 
be  out  of  service  for  even  a 
few  hours.  Which  is  why 
we  were  looking  for  a 
dictation  system  that  was 
reliable. ..that  offered  us 
room  for  growth. ..and  that 
gave  us  the  service  we 
needed.  Dictaphone  was 
head  and  shoulders  above 
the  rest." 

"Today,  we  process 
routine  physicals  and 
medical  histories  in  four 
hours,  instead  of  48  hours. 
And  it's  all  because  of  our 
Dictaphone  system." 

"I  would  strongly 
recommend  Dictaphone. 
They  offer  outstanding 
service  and  support." 

At  Diclaplione,  a  Pitney 
Bowes  company,  customer 
satisfaction  is  a  commitment 
that's  at  the  very  fiber  of 
our  business.  It  shapes  the 
attitudes  and  actions  of  our 
people.  And  it's  reflected 
in  the  quality  and  reliability 
of  our  products.  What's 
Diore.  we  back  it  up  with 
our  Customer  Satisfaction 
Guarantee'"  For  more 
infirmation,  call  J -800- 
MR  BOWES  e.xt  1045. 


"We've  reduced  the  transcription 
time  for  doctors'  reports  from 
48  hours  to  4... and  I 
give  Dictaphone 
100%  credit." 


June  Bass 

Director,  Medical  Records 
Baptist  Medical  Center 
Jacksonville,  Florida 
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EUROPE  I 


To  build  Europe, 
Charles  de  Gaulle 
once  said,  is  to  build 
a  cathedral.  But  the 
architects  of  Europe- 
an union,  with  their 
monetary  system  now  engulfed  in  crisis 
and  with  their  vision  of  integration  in 
limbo,  are  learning  very  fast  what  the 
creators  of  those  architectural  master- 
pieces knew  centuries  ago:  The  most  am- 
bitious blueprints  are  usually  the  first  to 
fail. 

The  European  Community's  political 
and  currency  turmoil  will  probably  take 
many  months  to  play  out.  But  the  result 


is  likely  to  be  a  revised  plan  for  Europe- 
an economic  union.  Its  new  look:  a  far 
smaller  and  less  competitive  Europe 
than  the  broad  12-nation  monetary  and 
political  union  that  had  been  envisioned 
earlier. 

In  the  short  run,  Europe's  increasing- 
ly strident  debate  over  its  future  could 
resonate  through  the  global  economy 
and  upset  transatlantic  relations.  By 
voicing  an  ambiguous  oui  on  Sept.  20  to 
the  Maastricht  Treaty  on  political  and 
economic  union,  French  voters  neither 
restored  momentum  to  Maastricht  nor 
reversed  what  has  become  an  endemic 
European  currency  crisis.  Says  Martin 


Kohlhaussen,  chairn 
of  Germany's  Commerz- 
bank:  "Monetary  union 
is  remote.  Euroskepti- 
cism  is  real." 

Nor  is  the  currency 
crisis  abating.  Dubious  that  Europeai. 
can  hold  even  their  existing  monetai 
system  together,  much  less  create  a  ne 
currency,  speculators  have  savaged  tl 
British  pound,  French  franc,  Spanish  p 
seta,  and  other  currencies.  The  massi\ 
assault  has  forced  central  banks 
spend  tens  of  billions  propping  them  i; 
and  has  raised  fears  that  the  confusic 
will  soon  spread  to  other  financial  ma 
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Indeed,  turmoil  in  the  monetary  system 
threatens  to  break  apart  the  integration 
process.  It's  now  a  "race  against  the 
clock,"  says  Belgian  Foreign  Minister 
Willy  Claes. 

Nowhere  is  the  race  more  intense  than 
in  Bonn  and  Paris.  On  Sept.  22,  German 
Chancellor  Helmut  Kohl  and  French 
President  Francois  Mitterrand,  Maas- 
tricht's prime  movers,  vowed  to  defend 
the  franc  and  push  ahead  with  the  trea- 
ty. Their  goal:  to  pressure  Britain,  the 
last  remaining  major 
holdout,  into  a  ratifica- 
tion vote.  Only  such  a 
vote  might  avoid  a  pro- 
longed period  in  which 
traders  circle  Europe's 
weak  currencies. 

But  time  is  working 
against  Kohl  and  Mitter- 


MAASTRICHT 


For  now,  Europe 
would  be  happy  just 
to  get  its  currency 


in  submitting  Maastricht  for  approval  to 
Parliament  will  put  Major  on  a  collision 
course  with  Kohl  and  Mitterrand.  "The 
Brits  are  playing  a  dangerous  game," 
says  veteran  EC  watcher  Stanley  Cros- 
sick.  "The  French  and  Germans  want  to 
go  faster.  It  will  be  basically  a  power 
struggle." 

Meanwhile,  with  its  referendum  com- 
pleted, France  is  plunging  back  into  do- 
mestic politics.  Although  Mitterrand's 
term  as  President  doesn't  end  until  1995, 
the  virtual  dead  heat  on 
Maastricht  could  speed 
his  departure. 

The  ripples  of  the  crisis 
will  extend  far  beyond 
Europe's  shores.  From  is- 
sues of  international 
trade  to  security,  Eu- 
rope's self-absorption 


rand.  As  those  leaders   SyStem  in  SynC.  1  nat   during  its  current  redefi 


met,  Denmark,  whose 
voters  rejected  the  treaty 
in  June,  said  it  would 
need  until  next  year  to 
sulimit  to  the  people  a 
second  Maastricht  referendum  that  in- 
cluded an  option  to  abstain  from  mone- 
tary union. 

ON  TRACK.  For  his  part,  British  Prime 
Minister  John  Major  sees  only  danger  in 
hurrying  Maastricht.  After  building  his 
political  base  at  home  around  the  idea  of 
linking  Britain  more  closely  to  Europe,  it 
is  crucial  to  his  position  that  he  get 
things  back  on  track  inside  Europe.  Still, 
it  is  likely  to  be  months  before  Major 
will  bring  Britain  back  into  the  the  EC's 
exchange-rate  mechanism.  On  Sept.  22, 
he  signaled  that  Britain  would  likely  re- 


may  hinge  on  further 
German  rate  cuts 


i  around  the  world.  Indeed,  the  dollar 
1  postwar  low  of  119.65  Japanese  yen 
Sept.  23,  as  investors  bailed  out  of 
■ope  and  America  and  headed  for  the 
iparative  calm  of  Asia, 
/ith  German  Bundesbank  President 
rnut  Schlesinger  backing  a  broad  re- 
nment  of  European  currencies  and 
/illing  to  bankroll  further  interven- 
1,  the  pressure  isn't  likely  to  let  up. 


main  an  outsider,  by  cut- 
ting official  lending  rates  by  one  point, 
to  97-. 

Major  hopes  to  use  a  special  EC  sum- 
mit in  London  on  Oct.  16  to  try  to  re- 
store momentum  to  Maastricht,  while  he 
secures  guarantees  that  Britain  wouldn't 
suffer  a  repeat  of  the  events  that  led  to 
its  embarrassing  Sept.  16  exit  from  the 
monetary  system.  But  putting  off  action 


nition  calls  into  question 
its  ability  to  move  for- 
ward. "The  EC  was  a 
strong  counter  to  the 
fragmentation  and  insta- 
bility that  are  taking  place  everywhere 
to  the  east,"  says  one  diplomat.  "Any- 
body who  thinks  the  transatlantic  rela- 
tionship will  become  easier  to  conduct  is 
only  kidding  himself." 

While  the  turmoil  may  have  some 
competitive  advantages  for  America, 
and  although  wider  doubts  about  Euro- 
pean union  may  buttress  U.  S.  efforts  to 
preserve  N.A.TO,  Washington  is  a  net  los- 
er from  Europe's  woes.  Global  trade  lib- 
eralization talks  could  falter,  as  Europe- 
an countries  turn  inward.  Yugoslavia's 
drift  toward  an  all-out  Balkan  war  now 
has  even  less  hope  of  a 
Western  brake.  And 
America's  long-term  for- 
eign policy  agenda,  which 
is  dependent  on  help  from 
allies,  may  be  harder  to 
maintain. 

For  now,  Europe  would 
be  happy  just  to  get  its 
currency  system  back  in 
sync.  But  success  on  that 
front  may  depend  on  fur- 
ther Bundesbank  interest- 
rate  cuts.  The  strong 
mark  is  already  weaken- 
ing Germany's  export-led 
economy.  But  so  far,  the 
Bundesbank  shows  no  intention  of  cut- 
ting rates  beyond  its  meager  mid-Sep- 
tember actions.  Instead,  the  bank  is  con- 
ducting a  major  mop-up  operation  in  the 
German  money  market  to  stop  the  70 
billion  marks  it  paid  out  recently  to  sup- 
port the  pound  and  lira. 

To  make  matters  worse,  German  mon- 
ey-supply growth — the  bank's  key  inter- 
est-rate indicator — rose  in  August  to  a 
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FRANCE 

President  Francois 
Mitterrand  is  trying  to 
build  the  franc  up  to 
parity  with 

the  German  mark  i 


\  GERMANY 

AjcISi  Chancellor 
Helmut  Kohl  joined 
Mitterrand  and  vowed  to 
push  ahead  with  the 
Maastricht  Treaty 


BRITAIN 

It  is  likely  M^™^ 
before  Prime  Minister 
John  Major  will  bring 
Britain  back  into  the 
monetary  system 


9'a  annual  rate.  "It  will  be  very  difficult 
for  the  Bundesbank  to  find  any  domestic 
justification  for  cutting  rates,"  says 
economist  Richard  Reid  of  UBS  Phillips  & 
Drew. 

That's  bad  news  for  Europe's  econo- 
my, already  flirting  with  recession. 
While  Britain  cut  rates,  Italy  had  to 
keep  its  discount  rate  at  15%-  to  protect 
the  lira.  France  has  raised  rates,  too. 
Investment,  already  moribund,  is  suffer- 
ing further  because  of  skepticism  about 
the  European  outlook.  "If  this  situation 
doesn't  get  unblocked  in  the  short  term, 
the  consequence  will  be  deindustrializa- 
tion,"  warns  Giorgio  Bodo,  top  economic 
analyst  at  Fiat. 

Whichever  way  the  Maastricht  drama 
plays  out,  however,  the  demise  of  a 
broad  monetary  union  is  giving  way  to  a 
revised  vision.  Instead  of  a  12-nation 
union  with  a  single  cur- 
rency and  a  single  cen- 
tral bank,  Europe  is 
moving  toward  a  "mul- 
tispeed"  Europe.  In  this 
arrangement,  Germa- 
ny's strongest  neigh- 
bors, such  as  Belgium, 
the  Netherlands,  Lux- 
embourg, and  maybe 
France,  would  form  an 
economic  union  that 
might  include  fixed  ex- 
change rates  or  even  a 
common  currency  based 
on  the  German  mark. 

Weaker  countries, 
such  as  Britain,  Ireland, 
Italy,  Spain,  and  others, 
would  form   a  second 


tier,  whose  economic  links  to  the  core 
would  be  far  looser.  "The  EC  of  two 
speeds  is  a  reversal  of  the  procedures  of 
Maastricht,  but  it  will  definitely  come," 
predicts  Ernst-Moritz  Lipp,  chief  econo- 
mist of  Germany's  Dresdner  Bank. 

Whether  inside  or  outside  the  Maas- 
tricht framework,  a  two-speed  Europe 
would  overcome  the  primary  failings  of 
the  treaty's  approach:  the  idea  that  di- 
vergent economies  could  quickly  force 
themselves  into  alignment  under  the  sta- 
ble anti-inflation  regimen  of  the  Bundes- 
l:)ank  (page  38). 

UNBRIDLED  CLOUT.  But  Setting  up  even  a 
more  modest  monetary  union  won't  be 
easy.  The  first  test:  whether  the  French 
franc  can  hold  its  own  in  a  mark-domi- 
nated core.  After  years  of  being  more 
German  than  the  Germans  in  pursuing 
anti-inflation  policies,  the  French  govern- 
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ment  is  in  the  midst 
trying  to  build  the  fra; 
up  to  parity  with  t' 
mark.  Such  moneta 
stability  would  provi 
a  significant  reasst 
ance  to  a  Europe  w( 
ried  about  unbridi 
German  clout. 

But  if  the  franc  cai 
cut  it,  the  credibility 
any  new  EC  institutio: 
built  on  that  core  w 
be  badly  hurt.  Tha 
why  Kohl  and  Mitt  J' 
rand  have  vowed  \ 
support  the  franc  in  tl 
current  currency  storii- 
Traders   report  tha' 
since  the  crisis  begai. 
the  Banque  de  Franf 
has  thrown  half  its  r> 
serves  into  propping  li' 
the  franc. 

Still,  given  the  op( 
season  on  currenci 
that  the  Bundesbai 
has  launched,  the  onslaught  may  conti 
ue.  And  the  skeptics  are  numerou 
Compared  with  the  mark,  the  franc  ' 
not  as  firmly  attached  as  the  anchor" 
a  core  monetary  system,  says  Hilm; 
Kopper,  chairman  of  Deutsche  Bank. 

Strong  as  the  mark  is,  a  smaller  mon 
tary  union  built  around  it  would  st| 
leave  Europe  less  competitive  than  u 
der  Maastricht.  Without  the  single  cu 
rency,  companies  won't  fully  elimina 
exchange-rate  risks.  And  while  cor 
country  producers  may  enjoy  less  cu 
rency  volatility,  second-tier  neighbo: 
may  be  stuck  with  raised  costs  or  lowi 
margins,  says  Richard  C.  Lowry,  head  * 
European  corporate  finance  at  Chai 
Manhattan  Bank  (page  37). 

For  some,  the  evolution  of  the  Europ 
an  dream  is  a  stark  prospect.  Frets  A 
drea  Bollino,  chief  economist  at  Italy 
state-owned  energy  co 
glomerate  ENI:  "The) 
will  be  only  one  E 
rope — the  mark  area- 
and  the  rest  will  just  b 
come  bums."  But  as  E 
rope  hits  the  drawir 
board,  what  it  comes  x 
with  may  prove  moi 
durable  than  the  uto{ 
an  blueprint  for  or 
currency  Europear 
just  can't  swallow 
By  Bill  Javetski  in  Pan 
with  William  Glasgall  \ 
Washington,  Richard 
Melcher  in  London,  Pa 
rick  Oster  in  Brussei 
and  Sabrina  Kiefer 
Rome 


rORT  OF  OiNOA:  INVKSTMENT  IN  ITALY,  ALREADY  MORIBUND,  IS  SHRINKING 


PEI 


IE  BEST-LAID  PLANS 
F  MULTINATIONALS . . . 


ir  years  of  preparmg  for  unity,  they  must  redraw  their  blueprints 


As  a  Ford  Motor  Co. 
executive  in  the  far 
corners  of  tiie  world, 
L.  Lindsey  Halstead 
lias  seen  his  share  of 
political  and  econom- 
urmoil.  In  topsy-turvy  Brazil,  the 
1  veteran  recalls  spending  more  time 
ing  a  financial  bicycle"  than  building 
.  These  days,  in  the  wake  of  the 
!nt  storms  sweeping  through  Eu- 
I's  currency  exchanges  and  political 
idors,  Halstead,  now  chairman  of 
i  of  Europe  Inc.,  admits  he  may 
?  a  similar  problem:  "We've  all 
1  shaken." 
wasn't  supposed  to  be  like 
Since  the  mid-1980s,  Europe's 
panies  have  been  thoroughly 
•hauling  themselves,  prepping 
the  open  competition  that  will 
m  on  Jan.  1,  1993.  Along  with 
?red  trade  barriers,  executives 
been  expecting  a  Europe  of 
inflation  and  strong  growth, 
biggest  payoff  of  all  was  to 
I  single  currency,  designed  for 
large  market. 

►  TIERS.  The  single  market  pro- 
Ti  certainly  is  not  dead.  And 
executives  were  realistically 
icipating  a  single  currency 
1.  But  they  had  been  hoping  at 
t  for  currency  stability.  In  a 
itic  few  days  in  September, 
;e  hopes  were  swept  away, 
ir  faith  is  unshaken  in  Eu- 
3,"  says  Nigel  Stapleton,  fi- 
ce  director  for  publisher  Reed 
■rnational  PLC,  which  on  Sept. 
)raved  the  crisis  to  announce  a 
billion  merger  with  Holland's 
evier.  But  the  turmoil,  he 
■ns,  "is  going  to  cause  people 
think  twice  about  planning 


the  Continent,  an  insider  says.  Without  a 
single  currency,  which  would  make 
cross-border  selling  much  easier,  the  ex- 
pansion doesn't  make  sense. 

Motorola,  meanwhile,  figures  Britain's 
devaluation  of  the  pound  and  its  new 
lower  interest  rates  will  boost  Motoro- 
la's production  and  exports.  That  advan- 
tage will  be  offset,  however,  by  slower 
growth  in  Italy  and  Spain.  "Overall,  it's 
a  net-net  loss,'"  Small  says.  And  though 
the  second  tier  may  be  attractive  for 
low-cost  investment,  that  benefit  must 
be  weighed  against  what  he  expects  to 


Indeed,  the  currency  fluctuations 
within  Europe  are  clearly  unsettling  to 
companies  such  as  Belgium's  Barco, 
which  derives  85%  of  its  sales  of  elec- 
tronic equipment  from  exports.  "Things 
are  very  bad,"  frets  Erik  DeJonghe, 
Barco's  chief  operating  officer. 
NEW  WAGE  CUTS?  Unchecked  currency 
volatility  unsettles  a  key  European  strat- 
egy pursued  by  such  multinationals  as 
Unilever,  Procter  &  Gamble,  and  Whirl- 
pool. Each  of  these  companies  has  cen- 
tralized production  of  some  products, 
betting  on  economies  of  scale  and  cur- 
rency stability.  Now,  depending  on 
where  the  cost  base  is,  they  "may  have 
been  building  inflexibility  that  won't 
work  in  the  new  conditions,"  says 
McKinsey  &  Co.  Director  Dominique 
Turcq. 

Uncertainty  also  hangs  over  the  heads 
of  the  workers  who  managed  to  keep 
their  jobs  during  Europe's  savage  wave 
of  cutbacks.  The  new  currency  align- 


CORPORAIE  EUROPFSj 
TWO  TRACKS  | 


riRST-TIER 
COUHTRIfS 


IMPACT 
ONIOCAL 
COMPANIES 


Germany,  Denmark,  Bel- 
gium, Holland,  Luxem- 
bourg. With  its  strong 
economy,  France  is  a  like- 
ly member 


Life  in  the  fast  lane  may 
mean  high  wages  for 
high-performance  prod- 
ucts. Rigid  budgetary  re- 
gimes will  lead  to  low  in- 
flation and  high  growth  j 


SECOND-TIER 
COUNTRIES 

IMPACT 
ONIOCAl 
COMPANIES 


Britain,  Ireland,  Italy, 
Spain,  Portugal,  Greece 

Those  in  the  slower  lone 
may  attract  new  invest- 
ment, but  for  low-skilled, 
low-wage  production. 
Companies  also  face 
prospect  of  high  inflation, 
fluctuating  interest  rates, 
and  uneven  growth 


long- 


'or  now,  executives  are  planning  on  a 
-tier  Europe,  made  up  of  a  hard-cur- 
cy  bloc  of  countries  and  soft-currency 
fers.  The  result:  Europe  will  be  a 
^e  of  varying  growth  rates,  currency 
luations,  and  investment  patterns. 
'  danger:  "European  industry  will  be 
;  competitive  against  the  U.  S.  and 
an,"  says  David  J.  Small,  vice-presi- 
t  of  Europe  at  Motorola  Inc. 
ilready,  corporate  chiefs  are  redraft- 
their  blueprints.  Britain's  BAT  Indus- 
s  PLC  plans  to  put  on  hold  an  expan- 
1  of  its  big  insurance  business  onto 


be  high  inflation  and  a  lower  skill  base. 
"The  crisis  will  exacerbate  splits  be- 
tween the  north  and  south,"  observes 
Stephane  Garelli,  of  the  International  In- 
stitute for  Management  Development  in 
Lausanne.  "The  honeymoon  with  Euro- 
pean integration  is  over." 

To  most  European  executives,  the 
sheer  uncertainty  they  now  must  factor 
into  an  equation  already  dominated  by 
recession  and  painful  restructuring  is  a 
nasty  shock.  Currency  issues  just  be- 
came devilishly  trickier.  "All  of  our  risk 
policies  have  to  be  reassessed,"  reckons 
Ian  Revill,  group  treasury  manager  of 
Imperial  Chemical  Industries  PLC. 


ments  make  Britain,  Italy,  and  Spain 
cheap-labor  countries,  which  could  force 
more  wage  cuts  and  layoffs  in  the  rest 
of  Europe.  "We  would  expect  a  particu- 
lar impact  on  Germany,"  says  Tom  Van 
Heesch,  senior  director  for  Europe  of 
Philips  Electronics. 

But  what's  bad  for  Germany  may  be 
good  for  second-tier-based  companies. 
Take  Weir  Group  PLC,  a  maker  of  pumps 
and  engineering  equipment.  Chief  Exec- 
utive Ronald  Garrick  says  he  was  "beat- 
ing the  pants  off"  French  and  German 
competitors  even  at  Britain's  former  ex- 
cruciatingly high  exchange  rate.  With 
the  pound  devalued,  he  raised  prices  15% 
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in  export  markets,  locking  in  handsome 
margins.  And  small  companies  see  Brit- 
ain's new  currency  and  interest  rates  as 
a  fresh  start.  "Everyone  I  talk  with  is 
absolutely  relieved,"  exults  Ronald  Co- 
hen, chairman  of  venture  capital  house 
Apax  Partners  Ltd. 

But  dangers  lurk  ahead  for  the  sec- 
ond-tier economies.  "It's  fool's  gold," 
says  Garrick.  In  fact,  the  prospect  that 


Britain  will  return  within  a  few  years  to 
high  inflation  and  high  interest  rates  has 
him  considering  manufacturing  on  the 
Continent  and  in  the  U.  S. 

Italy  eventually  may  be  in  even  worse 
shape,  local  executives  say,  if  the  coun- 
try can't  attack  its  chronic  budget  prob- 
lems. "We  won't  be  in  the  Europe  of  big 
industrial  groups,"  says  Andrea  Bollino, 
chief  economist  at  energy  giant  ENI. 


"That  is  the  real  disaster  for  Italy 
Disaster  or  no,  Italy's  economic  ou 
look,  along  with  that  of  the  rest  of  tl 
region,  is  sending  European  executiv< 
back  to  the  strategic  drawing  board.  Tl 
challenge  now:  to  design  a  competitiA 
scheme  for  a  not-so-unified  Europe. 

By  Richard  A.  Melcher  in  London,  iri 
Jonathan  B.  Levin e  in  Paris,  Patrick  Ost< 
■  in  Brussels,  and  bureau  reports 


"1 


Commentary/by  William  Glasgall 

HOW  EUROPE  CAN  COME  TOGETHER  WITHOUT  COLLIDING 


Karl  Otto  Pohl 
smiled  and  looked 
heavenward  as  he 
stood  before  a 
roomful  of  money- 
crats  at  the  recent 
International  Monetary  Fund  meetings 
in  Washington.  "Thank  God  for  our 
French  friends  and  neighbors,"  the  for- 
mer Bundesbank  President  said.  "They 
voted  yes." 

But  French  voters'  narrow  approval 
of  the  Maastricht  Treaty  on  monetary 
and  political  union  has  hardly  quieted 
the  firestorm  of  controversy  over  Eu- 
rope's future.  And  it's  probably  all  for 
the  best:  Shaken  awake  by  a  restive 
public  and  battered  by  the 
stormy  $1.5  trillion-a-day 
currency  market,  European 
leaders  now  must  confront 
once  and  for  all  precisely 
how  ambitious  they  can  be 
in  unifying  Europe. 

With  much  of  the  region 
battling  recession  and  the 
high  interest  rates  result- 
ing from  Germany's  lavish 
spending  on  its  eastern  half, 
should  the  European  Com- 
munity continue  pressing 
ahead  to  create  a  single  cur- 
rency and  central  bank  as 
early  as  1997'?  Or  should  its 
leaders  simply  conclude  that 
the  long-awaited  scrapping  of  internal 
trade  barriers  on  Jan.  1,  1993,  is  about 
all  Europeans  can  handle  now? 
FLEXIBLE.  Fortunately,  there's  a  third 
ojition.  Pohl  calls  it  "a  multispeed  ap- 
proach." Others  call  it  "two-track." 
Whatever  the  name,  it's  a  scheme  that 
could  allow  Europe  to  continue  inte- 
grating economies  and  financial  mar- 
kets and  avoid  the  stresses  Maastricht 
has  produced.  In  a  multispeed  Europe, 
tight-money  devotees  would  form  an 
inner  circle  and  either  create  a  new 
currency  or  permanently  peg  existing 
ones  to  the  German  mark.  These  core 


members  could  align  their  economies 
and  quite  likely  win  increased  trade 
and  investment.  Such  a  club  would 
probably  hang  together  better  than 
the  shell-shocked  exchange-rate  system 
that  the  EC  is  attempting  to  keep  to- 
gether today. 

For  the  rest  of  Europe,  free  trade 
would  continue,  just  as  planned.  Be- 
cause such  a  relationship  doesn't  carry 
with  it  Maastricht's  tough  require- 
ments for  economic  solidity  and  curren- 
cy strength,  it  could  also  permit  new 
members  to  join  the  EC-  more  easily — 
widening  its  trade  base.  Even  Hungary 
or  the  planned  Czech  Republic  some- 
day might  qualify. 


Setting  countries  in  competition  over 
time  might  induce  weaker  ones  to  pur- 
sue the  same  anti-inflation  policies  that 
Maastricht  demands.  Such  a  process 
might  be  slower  and  more  flexible  than 
the  forced-march  idea  that  Maastricht 
imposed  on  Britain,  Italy,  and  others. 
Indeed,  while  the  British  now  seem 
bent  on  pumping  up  their  economy 
with  interest-rate  cuts  and  currency  de- 
valuation, some  other  Europeans  are 
already  acting  as  if  survival  of  the  fit- 
test will  be  the  new  order. 

Take  Sweden,  which  may  not  even 
join  the  EC  until  the  late  1990s.  It  has 


suffered  500%  interest  rates  and  -a 
crushing  austerity  program  to  keep  iti 
krona  in  line  with  the  mark.  But  as 
74%  of  Sweden's  trade  is  already  with 
the  EC,  the  government  feels  it  has  \k 
choice.  Worried  that  corporate  invest 
ment  will  flee  Sweden  for  healthiei 
economies,  "our  goal,"  says  Lars  Jon 
ung,  chief  economic  adviser  to  Prime 
Minister  Carl  Bildt,  "is  to  adjust  to  tht 
inner  core  of  Europe." 

The  U.  S.  might  even  benefit  if  Eu 
rope's  two-track  approach  to  m»onetar\ 
union  pays  off.  A  healthier  Europe 
probably  would  buy  more  U.  S.  goods. 
More  important,  a  rock-solid  Eurocur 
rency  could  present  an  alternative  tc 
the  dollar  in  international 
trade  and  finance.  That 
would  put  pressure  on  th* 
U.  S.  at  last  to  put  its  fiscal 
house  in  some  order. 
NO  RUSH.  Amid  the  current 
currency-market  turmoil, 
Europe's  leaders  have  plen 
ty  of  reasons  to  avoid  ;i 
rush  toward  a  broad  mone 
tary  union.  In  any  event 
that  idea  is  losing  support. 
Even  with  the  French  vot 
ing  Old,  says  Commerzbank 
Chairman  Martin  Kohlhau 
sen, "there  is  little  support 
in  Germany  for  using  ;i 
common  currency  to  pro 
mote  [European]  integration."  Indeed, 
attempting  to  do  so  right  now  might; 
only  sour  European  voters  for  years  to 
come  on  the  notion  of  a  more  closely 
linked  Europe. 

Choosing  a  two-track  approach  could 
keep  the  one-Europe  momentum  alive 
at  a  time  when  the  EC  economy  can  ill 
afford  to  pass  up  any  and  all  growth 
opportunities.  Letting  market  forces 
determine  the  path  may  take  time.  But 
in  the  end,  that  might  prove  to  be  far 
more  effective  than  the  hurry-up  dic- 
tums  that  are  spelled  out  in  the  Maas-, 
tricht  Treaty. 
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WHATEVER  PROJECT  YOU  CAN  PICTURE, 
WE  CAN  MAKE  IT  A  REALITY. 

If  you  have  a  project  that  needs  financing,  consider  the 
European  bank  that  has  earned  a  reputation  for  excellence  while 
becoming  one  of  the  largest  foreign  banks  in  the  U.S. 
Our  specialized  U.S.  project  finance  teams  are  concentrated 
along  industry  lines  (oil  and  gas,  cable-telecommunications,  co-generation, 
infrastructure...)  to  focus  more  fully  on  your  project.  And  more  significantly  to 
cultivate  a  business  relationship  that  continues  long  after  the  ink  dries. 

THE  EUROPEAN  BANK  FOR  AMERICAN  BUSINESS 
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THE  PRESIDENCY! 


ON  THE  STUMP  IN  NEW  JERSEY:  THE  CLINTONITES  CAN  BARELY  CONCEAL  THEIR  GLEE 


THIS  WASN'T 
IN  THE  PLAYBOOK 


The  Bush  campaign  is  making  the  right  calls.  But  no  one  seems  to  care 


e  s  finally  dominating 
the  evening  news  on 
television.  Thanks  in 
part  to  Chief  of  Staff  James 
A.  Baker  Ill's  organizing 
skills,  his  "less  government  is 
better"  economic  message 
has  been  crisper  and  more  fo- 
cused. He  has  put  the  power  of  incum- 
bency to  effective  use,  producing  hurri- 
cane aid  in  Florida  and  saving  defense 
jobs  in  Missouri  and  Texas.  And  his  cam- 
paign has  ably  fanned  new  life  into 
charges  that  Democrat  Bill  Clinton 
dodged  the  draft  23  years  ago. 

At  long  last,  George  Bush  is  making 


the  right  moves.  But  to  no 
apparent  effect.  The  Presi- 
dent still  lags  far  behind  Clin- 
ton in  the  polls,  especially 
among  key  voter  blocs 
(charts).  Republicans  are 
shocked  that  even  such  rock- 
ribbed  GOP  states  as  Florida, 
New  Hampshire,  and  Indiana  are  up  for 
grabs.  Worries  GOP  strategist  Jeffrey 
Bell:  "An  awful  lot  of  voters  are  locking 
into  a  negative  view  of  Bush's  first 
term.  And  if  this  turns  into  a  report-card 
election,  Bush  will  lose  40  states." 

That  was  unthinkable  in  Republican 
circles  just  weeks  ago,  though  storm 


warnings  have  been  flying  all  yeai 
"Fasten  your  seat  belt,"  Bush  Campuig: 
Chairman  Robert  M.  Teeter  counselei 
the  President  after  the  New  Hampshir 
primary  in  February.  "We're  headed  fo 
a  rough  landing  this  November." 

Bumpy,  yes.  But  there  was  no  doub 
in  the  Bush  cockpit  of  safe  arrival.  Th^ 
moment  of  truth.  Bush's  campaign  stral 
.egists  have  been  convinced  all  along 
would  come  when  a  surly  but  still  large 
ly  undecided  electorate  focused  in  th- 
final  weeks  of  the  campaign.  Faced  witi 
a  choice  between  the  President  and  ai 
untested  and  inexperienced  challengei 
voters  would  go  for  the  devil  they  knew 
NO  DEFINITION.  Trouble  is,  the  electorate 
has  already  weighed  Bush's  handling  o 
the  economy  and  found  it  wanting.  Am 
efforts  to  sell  the  President's  agenda  fo 
the  future  are  falling  flat.  "The  ads  an 
good,  the  message  is  good,  the  campaigi 
is  working  well,"  says  GOP  strategis 
John  Sears.  "Trouble  is,  people  jus 
don't  believe  anything  George  Bush  say; 
anymore."  Frets  one  senior  Bush-Quayli 
strategist:  "Nothing  is  really  cutting  it- 
the  draft  thing,  our  economic  plans.  Peo 
pie  just  don't  hear  it." 

Is  the  race  over?  Hardly.  Despite  Clin 
ton's  commanding  lead  in  the  polls,  vot 
ers  still  harbor  lingering  doubts  abou 
his  fitness  for  office.  The  reentry  o 
Ross  Perot  into  the  fray  could  have  ex 
plosive  consequences  (box).  A  major  mis 
take  by  the  challenger — or  serious  nev 
charges  about  his  personal  life — coul< 
derail  the  Clinton  Express.  "There's  yv 
to  be  a  defining  moment  in  this  cam 
paign,"  says  Democratic  strategist  Mik( 
McKeon.  "Clinton's  people  think  the^ 
are  going  to  win,  but  they  haven't  closd 
the  door  yet." 

Yet  the  Clintonites  can  barely  contaii 
their  glee.  "The  reason  Bush  is  strug 
gling  is  because  he  can't  change,  and  h( 
doesn't  understand  how  frustrated  anc 
angry  people  are,"  says  James  Carville 
Clinton's  political  director. 

For  now,  Bush  seems  to  be  suffering 
from  the  same  malady  that  afflictec 
Gerald  Ford  in  1976:  Voters  may  agree 


WHAT  HAS  THE  BUSH  CAMPAIGN  WORRIED 


There's  trouble  in  the  latest  polls  for  the  Bush-Quayle  campaign.  The  President  is  losing  the  core  constituencies  he  needs  to  win 
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1  his  conservative  prinei|jles,  but  the 
e  they  see  of  him,  the  less  they  want 
eep  him  around.  "People  see  George 
h  and  think  he's  bad  for  economic 
A'th,"  says  John  A.  Sasso,  a  top  aide 
he  1988  campaign  of  Democrat  Mi- 
el  S.  Dukakis.  "They're  flailing 
md  over  there  [at  Bush  headcjuar- 
].  I  know  the  feeling." 
aker  is  trying  to  fix  that.  The  new 
tegy  calls  for  the  President  to  stump 
;mall-town  America  while  the  cam- 
:n  fires  up  a  $40  million  ad  campaign 
^e  88)  designed  to  sharpen  the  differ- 
as  between  the  two  candidates, 
ey'll  be  attack  ads,  comparison  ads," 
;  Bell.  "Bush  won't  be  seen  much." 
ut  hiding  the  candidate  won't  mask 

trouble  ahead.  Nor  can  Bush  stall 
ver.  He'll  almost  certainly  have  to 
ite  Clinton  and  defend  his  Adminis- 
ion's  economic  record.  New  economic 
I  in  October  are  likely  to  show  more 
losses.  And  the  monetary  crisis  in 
ope  is  a  stark  reminder  of  global 
lomic  uncertainty.  "They  have  to  re- 

the  message  so  that  people  under- 
id  the  world  is  in  transition,"  worries 
th  Carolina  Republican  Governor 
roll  A.  Campbell.  "We're  in  world- 
i  recession.  It's  not  Bush's  fault." 
D  get  voters'  minds  off  the  lagging 
lomy.  Bush  plans  to  go  for  broke, 
•ply  stepping  up  his  attacks  on  Clin- 

On  Sept.  22,  the  campaign  launched 
ree-pronged  assault  on  his  record  as 
ansas  governor,  on  his  "out  of  the 
Qstream"  economic  plan,  and  on  his 
lifications  for  the  White  House. 
N-OFFS.  So  far,  however.  Bush's  ef- 
s  have  met  with  limited  success.  His 
paign  has  rubbed  Clinton's  face  in 

draft  for  three  weeks,  but  polls 
N  82%  of  voters  deem  the  matter  of 
or  or  no  importance.  And  the  as- 
,ts  seem  to  be  turning  off  women, 
ng  voters,  and  suburbanites.  At- 
pts  to  win  the  votes  of  loggers  by 
eking  owls  has  cost  Bush  support 
ing  environmentalist  voters  in  Ore- 

and  Washington. 

ut  it's  far  too  early  to  write  off 
h.  Even  some  of  his  closest  advisers 
starting  to  wonder  about  the  Clinton 
nomenon.  South  Carolina's  Campbell 
?ly  is  puzzled.  "I  mean,  you  have  a 
iidate  who  knows  nothing  about  for- 
1  policy,  has  no  experience  in  the  pri- 
!  sector,  and  knows  absolutely  noth- 
about  the  national  defense,"  he  says, 
iw  in  the  name  of  goodness  can  vot- 

throw  out  a  good  President  like 
rge  Bush  and  take  somebody  who 
s  nice?  That's  scary." 
unny.  That's  exactly  what  Jimmy 
ter  partisans  were  saying  about  Ron- 
Reagan  12  years  ago. 
y  Douglas  Harbrecht  in  Washington, 
1  Richard  S.  Dunham  in  Washington 

Lee  Walczak  in  East  Lansing,  Mich. 


ROSS  THE  SPOILER: 
WHO  WOULD  BE  HURT? 


c 


|ue  the  theme  from  Jawfi.  Ross 
Perot,  the  undead  uncandidate,  is 
lonce  again  stalking  Bill  Clinton 
and  George  Bush.  Unlike  those  heady 
midsummer  days,  when  Perot  led  in 
the  polls,  no  one  now  thinks  the  vola- 
tile Texan  could  win  or  even  place  if  he 
returns  to  the  contest.  But  Perot  still 
can  scramble  the  political  equation. 

The  pundits'  consensus  is  that  Clin- 
ton would  be  hurt  if 
Perot  reanimates  the 
campaign  he  suspend- 
ed in  July.  Anti-Bush 
voters  who  had 
flocked  to  the  Perot 
banner,  then  defected 
en  masse  to  Clinton, 
would  once  again  have 
somewhere  else  to  go. 
That  might  tip  several 
close  swing  states, 
such  as  Ohio  and 
Michigan,  into  the 
Bush  column.  True  as 
far  as  it  goes:  But 
judging  by  Perot's 
electoral  strengths 
and  past  behavior,  the 
risks  to  Bush  of  a  re- 
newed Perot  candida- 
cy far  outweigh  any 
reward. 

Already,  Perot's 
mere  presence  on  all 
50  state  ballots  has 
been  a  boon  to  Clinton 
because  it  keeps  some 
anti-Clinton  voters  out 
of  the  Bush  column. 
And  Perot  has 
alarmed  the  Bush  camp  just  by  talking 
about  renewing  his  campaign.  One 
dread:  paid  Perot  advertisements  criti- 
cizing the  Administration's  handling  of 
the  economy.  And  the  Clinton  camp  is 
doing  nothing  to  quiet  the  Bushies' 
darkest  fear:  that  the  Arkansas  gover- 
nor is  negotiating  the  terms  of  a  Perot 
endorsement.  Deputy  campaign  man- 
ager George  R.  Stephanopoulos  admits 
there  has  been  "some  talk"  with  the 
Perotnistas.  But  an  endorsement? 
"We're  not  at  that  point,"  he  says. 
"Perot  will  do  what  he's  going  to  do." 

What  he's  doing  now  is  acting  coy. 
On  Sept.  22,  he  met  separately  with 
Democratic  Party  Chairman  Ronald 
Brown  and  White  House  Chief  of  Staff 
James  A.  Baker  HI.  The  message:  Pay 
attention  to  my  platform  or  suffer  the 
consequences. 

Both  sides  are  feverishly  gauging 


THE  PEROT  FACTOR 

State  Electoral  Net  effect 

votes 

CALIF. 

54  Still  Clinton's 

TEXAS 

32  A  Clinton  upset? 

FLA. 

25  A  Clinton  upset? 

PA. 

23  Still  Clinton's 

OHIO 

21  Tip  to  Bush 

MICH. 

18  Tip  to  Bush 

WIS. 

11  Tip  to  Bush 

DATA:  BW 

Perot's  potential  for  mischief.  A'  Sept. 
22  Washingto7i  Post/ABC  News  Poll 
found  that  Perot  would  take  20%  of 
Bush's  Democratic  support  and  19%  of 
Clinton's  Republican  backing.  From 
Bush,  the  Dallas  billionaire  steals  sig- 
nificant support  among  men  and  Re- 
publican-leaning independents.  Among 
Clinton  backers,  Perot  makes  inroads 
among  Catholics,  liberals,  and  Western 
populists. 

But  the  defections 
could  prove  far  more 
costly  to  Bush.  Clin- 
ton's wide  leads  in 
states  such  as  Califor- 
nia and  Pennsylvania 
give  him  a  cushion 
even  if  Perot  siphons 
off  votes.  But  Bush 
can't  afford  the  dam- 
age Perot  could  inflict 
in  the  tight,  must-win 
contests  in  Texas  and 
Florida.  Republicans 
fear  Perot  could  tip 
those  states — and 
their  total  of  57  elec- 
toral votes — to  Clinton 
by  snagging  rural 
Democrats  and  subur- 
ban independents  who 
otherwise  would  go 
for  the  President. 
SAFE  HAVEK.  Even 
more  troublesome  to 
the  Bush  camp  is  the 
fear  that  Perot  could 
provide  a  safe  haven 
for  voters  unhappy 
with  Bush  but  unwill- 
ing to  support  Clinton.  "Some  of  them 
are  settling  for  Bush  now,  but  they 
don't  like  it.  Given  half  a  chance, 
they'd  go  for  Perot  instead,"  says 
Theodore  Arrington,  a  political  scien- 
tist at  the  University  of  North  Carolina 
at  Charlotte. 

Even  if  he  doesn't  reenter,  Perot 
could  win  4%  of  the  popular  vote — 
enough  to  affect  the  election's  out- 
come. "Both  Clinton  and  Bush's  people 
wish  Perot  would  just  go  away,"  says 
Jerry  L.  Polinard,  a  political  scientist  at 
the  University  of  Texas-Pan  American. 
But  Perot  wants  to  prove  that  he's  a 
fighter,  not  a  quitter.  He  may  not  be 
able  to  win,  but  he  might  settle  for 
transforming  the  debate  in  the  final 
weeks  of  the  campaign — and  perhaps 
toppling  a  President  in  the  process. 

By  Richard  S.  Dunham  in  Washington, 
with  Lee  Walczak  in  Columbus,  Ga. 
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THE  PRESIDENCY  I 


A  CRY 

IN  THE  VALLEY 


David  Packard  is  one  high-tech 
CEO  who's  sticking  with  the  GOP 


Big-name  Silicon  Valley  ex- 
ecutives are  turning  their 
backs  on  George  Bush. 
But  not  GUP  stalwart  Da- 
vid Packard,  co-founder 
and  chairman  of  Hewlett-Packard  Co., 
Defense  Under  Secretary  for  Richard 
Nixon,  and  one  of  the  original  high-tech 
entrepreneurs. 

Disappointed  to  see  lifelong  Republi- 
can CEOS — including  protege  John  A. 
Young,  hp's  chief — throw  their  support 
to  Bill  Clinton,  the  80-year-old  Packard 
fired  off  an  angry  letter  to  the  San  Jose 
Mercury  News  that  ran  Sept.  17.  It  ap- 
peared two  days  after  a  rally  at  which  a 
passel  of  top  valley  executives,  including 
Young  and  Apple  Computer  Inc.  CEo 
John  Sculley,  backed  Clinton. 
OLD  SCORE.  Packard's  letter  accuses  the 
high-tech  execs  of  being  "caught  in  the 
updraft  of  Bill  Clinton's  hot-air  balloon." 
It  labels  the  Democratic  Party  the  "par- 
ty of  socialism"  and  accuses  Franklin  D. 
Roosevelt  of  favoring  "socialism  rather 
than  freedom"  at  Yalta  in  1945.  And  it 
hails  the  gulf  war  as  "the  greatest  mili- 
tary victory  in  the  history  of  the  world." 
An  HP  spokeswoman  says  Young  did  not 
confer  with  Packard  before  making  his 
endorsement. 

Clinton's  Silicon 
Valley  supporters 
say  they  were  dis- 
turbed by  the  far- 
right  tone  of  the  Re- 
publican convention. 
They  also  believe 
Clinton  and  running 
mate  Al  Gore  have  a 
better  grasp  of  high- 
tech issues  than  the 
Republicans. 

Packard  may  be 
outnumbered,  but 
he's  not  alone.  Ad- 
vanced Micro  De- 
vices Inc.  CEO  Jerry  Sanders  is  backing 
Bush,  with  some  reservations.  And  mav- 
erick T.  J.  Rodgers,  chief  of  Cypress 
Semiconductor  Corp.,  says  he  won't  so 
much  vote  for  Bush  as  against  "tax  and 
spend"  Clinton.  Says  Rodgers:  "It's  diffi- 
cult to  endorse  the  last  four  years.  If  I 
had  a  Ronnie  button,  I'd  wear  it."  May- 
be Packard  has  a  spare  lying  around. 
By  Russell  Mitchell  in  San  Francisco 


BOEING  IS  EAGER  'TO  COMPETE  FOR  WHATEVER  BUSINESS  THERE  MIGHT  BE  WITH  IRAN  AIR' 


FOR  BOEING  AND  AIRBUS, 
IT'S  TEHRAN  OR  BUST 


They're  vying  for  the  rich  Iranian  market — and  risking  Washington's  ir 


oeing  Co.  and  Airbus  Industrie 
.are  adversaries  on  a  global  scale. 
And  nowhere  is  the  rivalry  be- 
tween the  preeminent  U.  S.  airplane 
maker  and  the  European  consortium 
more  impassioned  than  in  the  Mideast. 
From  Riyadh  to  Karachi,  the  two  have 
ardently  pursued  new  business.  Now, 
Boeing  and  Airbus  are  jostling  for  sales 
to  the  Islamic  Republic  of  Iran — a  com- 
petition that  has  them  on  a  collision 
course  with  the  Bush  Administration. 

Although  the  U.  S.  has  imposed  what 
amounts  to  a  trade  embargo  against 
Iran,  BUSINESS  WEEK  has  learned  that 
Boeing  has  reached  a  preliminary  agree- 
ment to  sell  Iran  Air  at  least  16  737-400 
airliners,  a  deal  worth  some  $900  million, 
including  parts  and  training.  "We're 
looking  to  buy  the  best  technology  we 
can,"  explains  Iranian  Finance  Minister 
Nour  Bakhsh.  "Boeing  could  be  an  op- 
tion." More  details  were  set  to  surface 
on  Sept.  25,  when  the  Iranian  airline  was 
to  file  a  brief  with  the  U.  S.  Court  of 
Appeals  in  Washington  on  a  related  dis- 
pute with  the  Commerce  Dept.  Boeing 
confirms  that  it  has  been  negotiating 
with  Iran  Air,  and  it  hopes  "to  compete 
for  whatever  business  there  might  be 
with  Iran  Air,"  says  a  spokesman. 

In  doing  so,  Boeing  is  flying  against 
Administration  efforts  to  control  high- 


tech exports  to  unfriendly  Third  Worl 
states.  The  conflict  underscores  ho' 
U.  S.  foreign  policy  and  commercial  ii 
terests  often  work  at  cross-purposes 
an  era  of  brutal  international  compet 
tion.  To  Boeing,  the  problem  is  simple: 
the  U.  S.  doesn't  approve  the  pendin 
sale,  it  risks  forgoing  one  of  the  region 
largest  markets.  Airbus,  based  in  Toi 
louse,  France,  in  April  won  a  deal  t 
deliver  two  of  its  A300-600R  widebodie 
to  Iran  Air. 

It's  not  hard  to  see  why  both  comp: 
nies  have  sales  teams  rushing  aroun 
the  Mideast.  The  area,  after  Asia,  con 
prises  the  second-fastest-growing  mai 
ket  for  aircraft  in  the  world.  Some  $ 
billion  in  new  orders  will  be  up  for  grab 
in  the  region  over  the  next  12  month? 
figures  Peter  M.  Musser,  an  analy:- 
with  Ragen  MacKenzie  Inc.  in  Seattk 
State-owned  Iran  Air,  which  hasn't  had 
major  upgrade  for  a  decade,  plans  t 
spend  up  to  $2  billion,  says  Bakhsh,  a 
Iran  Air  director. 

'VERY  TROUBLING.'  To  get  a  piece  of  th 
action,  Boeing  faces  a  tough  sell  i 
Washington.  Iran  opposes  the  ongoin, 
Israeli-Arab  peace  talks  and  has  bee 
linked  to  the  Hezbollah  terrorists  in  Lei 
anon.  In  1984,  the  State  Dept.  declared  i 
a  sponsor  of  terrorists.  Last  month,  Ira 
was  caught  red-handed  smuggling  arm 
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"I  haveri t 

takena 
LaserJet  in 

for  repairs 
once  in  seven 


years. 


I  -Clyde  Alpert,  ARL  Services  Inc.,  Chicago,  IL 


11 


'I  repair  other  printers  once, 
twice,  maybe  three  times  a  yearl' 
says  Clyde  Alpert.  "But  I  never 
have  to  take  the  LaserJets  in.  We've 
pumped  thousands  and  thousands 
of  copies  through  them,  and 
they've  never  failed  us!' 

In  addition  to  great  reliability,  HP 
also  offers  exceptional  customer 
support.  For  example,  the  LaserJet 
Customer  Assist  Line  is  staffed 
with  experts  to  advise  you  after 
the  sale.  They'll  help  you  take  full 
advantage  of  all  the  HP  LaserJet 
printers'  unique  features  and 


answer  your  hardware  and  soft- 
ware questions. 

With  five  award-winning  models, 
ranging  in  price  from  $1,249  to 
$5,495,*  HP  offers  an  unbeatable 
selection.  You  can  also  choose  genu- 
ine PCL5  printer  language,  with 
scalable  typefaces.  As  well  as  HP's 
exclusive  Resolution  Enhance- 
ment technology,  which  creates 
sharper  edges  ,^  ^     -  ^ 

and  better 
overall 
print 
quality,  i 


To  hear  more  about  what  other 
customers  have  to  say  about  HP 
LaserJet  printers,  remember  to 
call  1-800-752-0900,  Ext.  2986 
for  a  free  video.  Then  forget 
about  repairs. 

HP  LaserJet  Printers. 
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to  Muslims  in  the  Yugoslavian  civil  war. 

Further  complicating  matters  is  a  re- 
cent move  by  Commerce — sensitive 
about  its  own  pre-gulf  war  technology 
exports  to  Iraq — to  punish  Iran  Air.  In 
late  August,  Commerce  slapped  a  two- 
year  ban  on  U.  S.  exports  to  the  airline, 
while  imposing  a  $100,000  fine.  The 
charge:  In  1985,  Iran  Air  illegally  sent 
three  signal  generators — testing  equip- 
ment used  to  calibrate  airborne  electron- 
ics— from  the  U.  S.  to  Tehran. 

The  ban  affects  everything  from  ex- 
ports of  Coca-Cola  for  in-flight  service  to 
vital  engine  parts.  Iran  Air  attorney 


Thomas  J.  Whalen,  who  says  the  diver- 
sion resulted  from  a  paperwork  snafu, 
sees  election-year  politics  at  work.  The 
Administration,  he  asserts,  has  "been 
under  fire  for  being  soft  on  Iraq." 

Whalen,  who  plans  to  ask  the  appeals 
court  to  block  the  "sanctions  in  his  Sept. 
25  filing,  notes  that  the  government 
waited  until  two  days  before  the  statute 
of  limitations  ran  out  to  file  its  charges, 
and  that  the  signal  generators  can  be 
bought  from  many  sources,  some  out- 
side the  U.  S.  What's  more.  Commerce's 
own  administrative  law  judge  dismissed 
the  case  three  times. 


Should  the  export  ban  hold,  Airbi 
could  be  nipped,  too.  Its  A300-600R  je 
use  General  Electric  Co.  engines  ai 
thus  fall  under  the  sanctions.  Boeing  c 
ficials  fear  Airbus  will  renegotiate  tl 
order  to  include  other  jets  that  use  Br 
ish  Rolls-Royce  engines. 

Amid  a  tough  campaign,  the  Admini 
tration  has  shown  a  willingness  to  bei 
foreign  policy  goals  to  save  jobs.  Y 
when  it  comes  to  the  mullahs  of  Tehra 
don't  count  on  the  White  House  to  lei 
a  helping  hand. 

By  Brian  Bremner.  with  Seth  Payne, 
Washington 


BANKRUPTCIES! 


SMATCHING  AT 
A  CHAIN 


Two  family  factions  vie  to  wrest 
Zales  from  its  current  owner 


It's  not  the  first  time  a  family  has 
feuded  over  a  cache  of  jewels.  While 
jewelry  retailer  Zale  Corp.  is  ready- 
ing its  plan  to  emerge  from  Chapter  11 
bankruptcy  protection,  two  separate  fac- 
tions headed  by  different  members  of 
the  founding  Zale  family  are  battling  the 
current  owners,  Peoples  Jewellers  Ltd. 
of  Toronto  and  Swarovski  International 
Holdings  of  Zurich,  for  control.  But 
while  putting  a  Zale  back  in  charge  of 
Zale  may  have  some  sentimental  appeal, 
the  two  family-led  rivals  in  this  drama 
lack  fresh  capital  and,  just  as  important, 
the  support  of  creditors. 

They  are,  however,  bolstered  by  the 
bankruptcy  court's  recent  decision  to  al- 
low them  to  bid  for  the  company.  Origi- 
nally, Federal  Bankruptcy  Judge  Steven 
A.  Felsenthal  permitted  only  the  current 
owners  to  present  a  reorganization 
scheme.  But  on  Sept.  15,  hoping  to  come 
up  with  a  plan  acceptable  to  creditors, 
he  let  the  two  family  groups  present 
competing  proposals. 

The  ruling  has  heartened 
Donald  Zale,  whose  father, 
Morris,  founded  the  compa- 
ny. He's  teaming  up  with  his 
cousin,  Bruce  A.  Lipshy, 
who  was  president  until 
1986,  when  Peoples  and 
Swarovski  bought  the  chain 
in  a  $640  million  leveraged 
buyout.  "We've  got  our 
name  on  the  door,"  says 
Zale.  "There's  a  lot  of  pride 
associated  with  our  wanting 
to  restore  Zale  to  a  healthy 
company,  but  we're  also  em- 
inently qualified  to  do  it." 


DONALD  ZALE 
FAMILY  PRIDE' 


Indeed,  the  Irving  (Tex.) 
chain  flourished  under  Zale, 
who  became  chief  executive 
in  1971,  after  his  father  re- 
tired. By  1980,  the  retailer's 
sales  had  nearly  tripled,  to 
$1  billion,  as  had  earnings, 
to  $54  million. 

That  record  doesn't  im- 
press Leo  Fields,  a  former 
Zale    vice-chairman  and 
Donald  Zale's  cousin.  He's 
careful  not  to  bad-mouth 
his  relative,  but  he  contends 
that,  with  40  years  of  Zale 
experience,  he  can  do  better  than  Donald 
Zale  and  Bruce  Lipshy.  Fields  has  joined 
a  team  backed  by  Dallas  investment 
bank  Barre  &  Co.,  which  forced  Zale  to 
file  for  bankruptcy  last  January,  after 
the  company  missed  a  $52  million  inter- 
est payment  on  its  junk  bonds.  Under 
the  Barre  plan.  Fields  would  serve  as 
Zale's  CEO.  Donald  doubts  that's  a  good 
move.  "Leo  never  actually  ran  the  com- 
pany," he  says,  "so  how  he  would  per- 
form is  very  questionable." 
'RIGHT  PLAN.'  The  Company  would  test 
the  turnaround  skills  of  any  new  own- 
ers. For  the  year  ended  Mar.  31,  it  post- 
ed an  operating  loss  of  $128  million  on 
sales   of  $1.16  billion. 
The  net  loss,  after  tak-  ^ 
ing   an   $811    million  \ 
write-off,    was    even         ^  T 


PROFILE:  ZALE  CORP. 

BUSINESS  Jewelry  retailing 

RETAIL  OUTLETS  Zales,  Gordon's, 
Bailey  Banks  &  Biddle,  Corrigon's 

NUMBER  OF  STORES  1,600 

FISCAL  '92  $1.16  billion  in  sales, 
$128  nnillion  operating  loss 

FISCAL  '93  ESTIMATES 

$  1  billion  in  sales, 
$10  million  operating  profit 

TOTAL  DEBT  $1.6  billion 


CURRENT  OWNERSHIP 

Toronto-based  Peoples 
Jewellers  and  Swarovski 
International  Holding  of 
Zurich  own  47.5%  each, 
with  the  balance  held 
by  employees 

CURRENT  STATUS 
Forced  into  in  Chap- 
ter 1 1  by  dissident 
bondholders  on  Jan.  1 

DATA;  COMPANY  REPORTS,  OPPENHEIMfR  S  CO 


worse:  $960  million.  By 
fering  fewer  discounts,  Za 
should  show  an  operatii 
profit  of  $10  million  tl 
year,  cays  analyst  Dix( 
Yee  of  Oppenheimer  &  C( 
on  flat  sales. 

Peoples  and  Swarovs 
still  have  the  confidence 
most  creditors.  "We  st 
think  we  have  the  rig 
plan  and  the  right  manag 
ment,"  says  Michael  A.  R 
senthal,  lawyer  for  cre( 
tors  who  hold  70%  of  Zal 
debt.  That  plan,  which  is  still  in  the  dra 
stage,  calls  for  Swarovski  to  put  up 
much  as  $100  million  in  fresh  capital. 

That's  more  than  either  of  the  tv 
rival  groups  can  offer.  The  Zale-Lipsli 
contingent  has  raised  only  $30  millio 
and  the  Barre-Fields  group  doesn't  i 
tend  to  inject  any  of  its  own  equit 
What  the  family  groups  have  are  idea 
Fields  would  return  to  buying  diamon( 
direct  from  cutters  and  manufactured 
instead  of  wholesalers.  The  current  OW: 
ers  dropped  that  approach  when  th 
were  struggling  under  $1.6  billion 
debt.  The  result,  charges  Lipshy:  blurn 
distinctions  between  Zale's  jewe 
chains — including  Gordon  Jewelr 
Bailey  Banks  &  Biddle,  and  Zales- 
which  cannibalized  each  others'  sal 
rather  than  catering  to  different  m£ 
kets.  In  short,  complai 
Lipshy,  Zale's  new  owne 
"let  it  go  to  hell." 

Redemption,  though, 
pends  on  the  creditors  ai 
the  court.  Both  family  co 
tingents  are  trying  to  w 
over  enough  debtholders 
block  the  other  plans.  B 
Gordon's  creditors  decid( 
on  Sept.  23  to  back  curre 
ownership.  In  the  end,  tv 
groups  of  Zales  may  not 
enough  to  unseat  one  groi 
of  outsiders. 

By   Stephanie  Andersc 
Forest  in  Dallas 


44  BUSINESS  WEEK/OCTOBER  5,  1992 


Ne  build  Dodge  Ram  Vans  to  suit 
sinesses  big  and  small.  With  a  variety 
wheelbases  and  cargo  capacities,  at 
Drice  that'll  keep  your  business  out  of 
J  red  and  in  the  black.  And  in  every 

one  of  these 
hard-v/orking 
trucks,  you'll  find 
certain  built-in 
advantages.  Like 
our  Magnum  V-6 
with  180  horse- 
iwer.  Or  the  Magnum  V-8  with  235 
irsepower.  You  also  get  the  Owner's 
loice  Protection  Plan  -  a  warranty 
oice  no  other  manufacturer  offers.^ 
Plus,  now  we're  building  in  one  more 
Ivantage.  In  addition  to  the  $1,000 


500 


cash  back  incentive  already  offered  on 
Dodge  Ram  Vans,  you  ^^-ktm^ 
can  get  up  to  $1,500  /^^A 
worth  of  shelving,  ^/ 
racks,  storage  bins 

and  floor  mats  at  no  ^(TS^^S^^ 

extra  charge.  Or  choose 
an  additional  $1,000  cash  back. 

DARE  TO  COMPARE  DODGE  RAM  VAN. 

FOR  MORE  DETAILS  AND  YOUR 
INSTALLATION  PERMIT, 
CALL  1-800-2-RAM  VAN. 

THIS  OFFER  ENDS  DECEMBER  31, 1992. 


Dodge 


jfjf^)^  tSee  limited  warranties,  restrictions  &  details  at 
^'L[T[   dealer.  Excludes  conversion  alterations,  normal 
.^JSrCr^ii,  maintenance,  adjustments  &  wear  items. 


THE  ENVIRONMENT 


DU  PONT  SAYS  ANDREW,  NOT  BENLATE,  IS  TO  BLAME  FOR  THE  SMITHS'  LOST  NURSERY  BUSINESS 


A  BLIGHT  THAT'S 
EATIHG  AWAY  AT  DU  POHT 


Legal  claims  related  to  its  fungicide  Benlate  continue  to  mount 


Shirley  J.  Smith  worried  about  her 
family's  bouts  with  ill  health. 
There  were  the  near-constant 
nosebleeds  suffered  by  her  10-year-old 
son.  She  and  her  18-year-old  daughter 
were  both  diagnosed  with  chronic  fa- 
tigue syndrome.  And  both  Shirley,  40, 
and  her  husband,  Randall,  43,  had  to 
have  polyps  removed  from  their  colons 
last  year.  But  it  wasn't  until  the  North 
Fort  Myers  (Fla.)  nursery  owner  started 
talking  with  other  Florida  growers  who 
had  experienced  similar  health  problems 
that  she  began  to  identify  a  suspect:  a 
fungicide  called  Benlate. 

Now,  the  Florida  Health  &  Rehabilita- 
tive Services  Dept.  has  similar  concerns. 
A  recently  completed  survey  of  70  peo- 
ple who  blame  their  health  problems  on 
Benlate  was  enough  to  convince  the 
Florida  agency  that  further  study  is 
warranted.  So  in  September,  the  state 
asked  federal  agencies,  including  the  En- 
vironmental Protection  Agency,  the  Na- 
tional Institute  for  Occupational  Safety 
&  Health,  and  the  Centers  for  Disease 
Control,  for  help  in  conducting  an  in- 
depth  study  of  Benlate.  The  CDC  declines 
to  comment,  but  the  KPA  and  NIOSH  have 
agreed  to  participate.  "We  know  we 
can't  dismiss  the  health  claims  out  of 
hand,"  says  James  J.  Jones,  an  EPA  pes- 
ticide program  adviser. 
All  this  means  a  continuing  headache 


for  Du  Pont  Co.,  Benlate's  maker.  Du 
Pont  firmly  denies  that  Benlate  causes 
any  health  problems.  Just  the  same, 
Benlate  has  given  Du  Pont  and  its  insur- 
ers a  bad  time.  The  company  already  has 
paid  $470  million  to  growers  who  claim 
their  crops  of  ornamental  plants  and 
fruit  were  damaged  by  Benlate  DF,  a 
form  of  the  fungicide  taken  off  the  mar- 
ket in  March,  1991.  Some  1,875  such 
claims  have  l>een  filed,  1,200  in  Florida. 
Du  Pont  has  settled  more  than  907^  of 
the  Florida  claims. 

'THE  RIGHT  THING.'  Du  Pont  officials 
maintain  that  there  is  no  evidence  that 
Benlate  caused  the  plant  problems.  In- 
deed, neither  scientists  within  Du  Pont 
nor  independent  researchers  have  been 
able  to  duplicate  the  effects  in  labs. 

So  why  pay  almost  a  half-billion  dol- 
lars in  claims?  Initially,  Du  Pont  thought 
the  problems  were  caused  by  small 
amounts  of  atrazine,  a  herbicide  that 
had  contaminated  l)atches  of  Benlate  in 


The  company  has  paid  $470 
million  for  damaged  crops. 
Now,  the  feds  want  to  know  if 
Benlate  is  a  health  hazard 


1989  and  again  in  1991.  The  compr 
eventually  determined  that  atrazine 
not  the  cause.  It  figured  claims  woulf 
top  $20  million.  "We  thought  we  w 
doing  the  right  thing,"  says  Du  P  i 
spokeswoman  Pat  Getter.  "There  was 
proof  that  Benlate  caused  it,  but 
proof  that  it  didn't." 

Now  it  looks  as  if  Du  Pont's  Beni 
woes  are  far  from  over.  It  still  fa 
some  90  lawsuits  related  to  the  ci 
problems.  Among  them  are  some  f\> 
by  nursery  owners  in  hurricane-d; 
aged  south  Dade  County.  Du  Pont  s: 
it  could  discount  Benlate-related  p 
ments  to  some  growers,  since  1 
storm — not  Benlate — is  now  to  bla 
for  lost  business.  That  has  angered  ni 
ery  owners  Carolyn  and  Dale  Smith 
Homestead,  who  sued  Du  Pont  on  St 
14.  "Du  Pont  has  used  this  as  an  exci 
to  e.xploit  nurserymen  who  have  clai 
with  them,"  says  Dale  Smith.  Du  P' 
denies  it  is  exploiting  the  disaster. 
BAD  EGGS.  First  introduced  in  1970,  B 
late  remains  a  hot  property  for  Du  Pc 
which  sells  about  $100  million  worth 
the  stuff  annually  to  farmers  in  < 
states.  Concerns  about  the  fungicide  s 
faced  as  long  ago  as  1977,  when  stud 
showed  that  it  caused  sterility  and  bi  i 
defects  in  laboratory  animals.  In  19: 
Du  Pont  researchers  found  that  Benl  i 
caused  tumors  in  male  mouse  livf- 
And  last  July,  John  B.  Mailhes,  a  gen^i 
cist  at  Louisiana  State  University  Mti 
cal  Center,  published  a  paper  show:; 
that  female  mice  given  the  stuff  pi 
duced  genetically  abnormal  eggs.  Oi 
cials  at  Du  Pont  say  that  'exaggerati 
doses  were  used  in  the  research  i< 
insist  that,  used  properly,  Benhi 
is  safe. 

Aside  from  the  health  questions,  i 
Pont  faces  claims  by  growers  who  c 
tend  that  Benlate  continues  to  cai 
problems  in  nurseries  and  fields  ye 
after  its  last  application.  Du  Pont  den 
that  such  a  "recropping"  effect  exit. 
The  company  has  studied  more  than  ' 
recropping  cases  and  each  time  foi 
the  cause  was  not  Benlate,  says  J.  R 
ert  Gibson,  a  Du  Pont  toxicologist. 

Some  scientists  say  the  problem  ca 
be  ruled  out.  Indeed,  Charles  Conov 
director  of  the  University  of  Florid- 
Central  Florida  Research  &  Educat 
Center,  says  researchers  are  study]- 
problems  with  ornamental  plants  t! 
are  rooted  in  soil  previously  treated  wf 
Benlate.  Says  Conover:  "We  see  so( 
problems  that  we  can't  explain." 
Pont,  meanwhile,  can't  even  explain  B^ 
late's  original  problems.  But  it's  payfe 
a  pretty  penny  for  them. 

By  Gail  DeGeorge  in  Miami  and  Josd 
Weber  in  Philadelphia,  with  Pete)-  Hong'n 
Washington 
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What's  better 

than  a 

long  distance 

service  that 
gives  your 
business 
money  back? 

A  new  service  that  also  gives  you 
ways  to  make  your  job  easier 

If  y(  )ur  company  spends 
I!   between  $3,000  and  $30,000 
a  month  in  longdistance,  it 
pays  to  consider  signing  up  for 
ATSlT Megaconf  Plus  Service  now. 
)ur  company  would  get  a  one-time  credit  on  your  long 
istance  charges  —  up  to  $30,000.'  Its  ( )ur  way  of  welcom- 
igyou  into  iheATSI Megacom®  Familyr  ( If  you're  already 
Megacom  customer  you  can  still  get  big  money  back' ) 

Even  more  important,  our  nc^ Megacom  PlusService 
in  help  you  simplify  your  job.  Whether  you  use  regular 
usiness  lines  or  dedicated  access,  all  your  locati(  )ns  and 
II  your  calls  (domestic,  AW  Calling  Card,  internati(  )nal 
nd  USAD/rec/® calls )  are  combined  into  a  single  service. 
Iso  making  it  simple  for  y(  )u  t( )  maximize  disc( )unts. 


And  a  variety  of  billing  choices. 


choose  from  numerous  billing 
formats,  on  paper  or  flopp\'  disk. 
Opt  f(  )r  the  Megacom  Phis  PC 
Billing  Package,  and  get  virtuallv 


complete  control  over  all  your  calling  information  —  to 
help  you  analyze  your  bill  and  manage  your  business  better. 

And  competitive  pricing. 

What  s  more,  Megacom  Plus  Sen  ice  offers 
you  outstanding  \'alue  for  the  mone\'.  To 
F    b^gin,  you'll  get  usage  volume  dis- 
counts that  save  you  more,  because 
they're  based  on  your  consolidated 
billing  across  locations.  And  when  you  factor  in  Term  Plan 
savings  on  top  of  that,  you'll  see  that  AT&T  is  very 
price  competitive. 

Altogether  better  long  distance  service 
from  the  AIM^ Megacom  Family 
ofSemces. 

AT&T  of  fers  mid-sized  companies  not 
just  one  service,  but  an  entire  family 
ALST Megacom®  Sen  ice.  Megacom 
Plus  Sen  ice  and  Megacom®  Optimum 
Senice  —  no[  to  mention  ow Megacom®  800 Senice,  now 
offering  special  incentives  for  new  customers. 

Every  member  of  [he  ATS^T Megacom  Family  is  backed 
by  dedicated  support  teams  and  offers  the  features,  flexibil- 
ity and  \'alue  that  mid-sized  companies  want. 

Considering  our  credit  offer  is  only  good  through 
12/18/92,  there  will  never  be  a  better  time  than  now  to  call 
the  number  below  for  more  information. 

There'll  never  be  a  better  time 
to  ask  about  our  long  distance  credit, 
worth  $2,500  to  $30,000.' 


Call  now: 

1800858-MEGA,Ext91 


ATsT 


Impending  on  thr  length  ol  Term  Plan  tummitmcnt  Ft-nding  FCC  approval,  Olhi-r  condilions  and  rcslncli.ins  ma\  jpply 

Insiallation  by  2/18/9.1,  credit  applied  after  first  coinplcte  bill  month  Penalties  will  apply  toearly  termination 

l.rcdit  .ipplied  l<ir  24-  or  1h  month  Term  Plan  on  2/0  (  bill  with  M.irt  up  by  1/1 /OS  Penalties  will  apply  toearly  termination. 


©  1992  AT&T 
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FOODMAKERS  HAVE 

THAT  LEAH  AHD  HUHGRY  LOOK 


With  profit  growth  elusive,  they're  slashing  costs  and  pushing  overseas 


The  news  release  was  terse:  Just 
two  weeks  shy  of  closing  its  fiscal 
year  on  Sept.  30,  Ralston  Purina 
Co.  announced  that  1992  earnings  would 
plunge  at  least  127' ,  excluding  extraordi- 
nary items,  from  last  year's  $3.59  a 
share.  Worse,  the  St.  Louis  maker  of  pet 
foods  and  cereals  also  canceled  the  spin- 
off of  the  major  drag  to  its  earnings,  its 
Continental  Baking  Co.  unit,  purveyor  of 
Wonder  bread  and  Twinkles.  Ralston 
stock  plummeted  117',  to  $43.75. 

Ralston  is  hardly  the  only  high-flying 
foodmaker  that  has  tumbled  back  to 
earth.  For  food  packagers,  the  glory 
days  of  the  1980s  have  turned  into  the 
gloomy  1990s.  Long  gone  are  dropping 
federal  tax  rates  and  acquisition-driven 
growth.  Food  packagers  have  no  more 
lagging  nonfood  businesses  to  sell  off. 
And  with  value-conscious  shoppers  re- 
sisting price  hikes  and  food  volume 
growing  at  just  2%  a  year,  "it's  a  zero- 
sum  game,"  notes  John  H.  Bryan,  chair- 
man of  Sara  Lee  Corp.  "You  can  trade 
[market]  shares,  but  it's  not  going  to 
make  you  grow." 

FOREIGN  FOODS.  Indeed,  despite  major 
restructurings  in  the  past  few  years, 
Borden,  Heinz,  and  Quaker  Oats  all  are 
struggling  to  rev  up  results.  And  that 
has  attracted  Wall  Street's  notice.  Once 
trumpeted  as  recession-proof,  the  $350 
billion  domestic  food  industry  has  prov- 
en all  too  vulnerable  to  the  slump.  After 
trading  at  as  much  as  a  S07<  premium  to 
the  Standard  &  Poor's  500-stock  index  in 
1989,  food  stocks  as  a  group  have  under- 
performed  the  market  since  the  reces- 
sion started  in  July,  1990  (table). 


To  cope,  food  companies  are  taking 
some  drastic  steps  to  improve  profits — 
mostly  by  chopping  costs.  The  industry 
has  slashed  nearly  5%  of  its  work  force, 
or  15,000  jobs,  in  the  past  year,  esti- 
mates John  M.  McMillin  of  Prudential 
Securities  Inc.  Take  Campbell  Soup  Co. 
It  began  revamping  several  years  ago, 
closing  20  plants,  cutting  8,000  jobs,  and 
pruning  unprofitable  lines.  The  result: 
Profits  soared  227,  to  $490.5  million  in 
its  fiscal  year  ended  Aug.  2,  on  sales 
that  edged  up  a  bare  17,  to  $6.3  billion. 

Such  efforts  don't  always  work.  Philip 
Morris  Cos.'  Kraft  General  Foods  Inc. 
unit,  the  largest  U.  S.  food  company, 
with  $30  billion  in  sales,  is  still  waiting 
for  a  big  payoff  from  its  massive  over- 
haul, launched  late  last  year  and  accom- 
panied by  a  $455  million  charge.  In 
1992's  first  half,  operating  income  for 
Kraft's  North  American  food  business 
inched  up  just  1.77,  to  $1.2  billion,  while 
revenues  declined  1.47,  to  $4.2  billion. 

In  a  bid  to  expand  sales,  foodmakers 
increasingly  are  looking  abroad.  Eu- 
rope's lowered  trade  barriers  could 
mean  new  market-share  opportunity,  al- 
though food  growth  is  slow  there — Coca- 
Cola  stock  took  a  hit  on  Sept.  22  when  it 


Kraft  General  Foods  has  yet 
to  see  a  payoff  from  a  massive 
overhaul  last  year  that 
cost  it  $455  million 


warned  that  third-quarter  overseas  sak 
would  be  flat  with  the  second  quarter' 
In  July,  PepsiCo  Inc.  and  General  Mil 
Inc.  merged  their  European  snack-foo( 
businesses  to  become  No.  1 — with  just 
3.57'  share  of  the  $17  billion  market.  An 
Mexico  and  Latin  America  are  attractin 
Campbell  Soup,  Dean  Foods  Co.  and  otl 
ers.  Already,  McMillin  says,  257o  of  tl 
industry's  profits  come  from  foreig 
sales. 

SLIM  PICKINGS.  Even  with  improved  fo 
eign  sales  and  an  economic  pickup  in  th 
U.  S.,  the  food  biz  won't  see  annual  pro 
it  gains  of  207  or  more  anytime  sooi 
With  supermarkets  reluctant  to  acce{ 
higher  prices  from  foodmakers,  "I  thin 
there's  going  to  be  a  lot  of  hard  work  t 
prevent  price  increases,"  says  Tom  I 
Smith,  chief  executive  of  supermark( 
chain  Food  Lion  Inc.  Indeed,  the  grou 
of  13  food  giants  tracked  by  Michael  . 
Mauboussin,  a  vice-president  for  Firs 
Boston  Corp.,  will  rack  up  earning 
growth  of  97  to  107  for  1992. 

Of  course,  notable  exceptions,  inclu( 
ing  Kellogg  Co.  and  Sara  Lee,  are  e: 
pected  to  continue  dishing  up  sparklin 
results.  "If  you're  the  No.  1  or  No. 
brand  with  consumers  and  you  suppoi 
your  brand,  you'll  do  fine,"  predicts  Hei 
bert  M.  Baum,  president  of  Campbell' 
North  and  South  American  food  unit. 

But  even  for  perennial  Wall  Street  h 
vorites  such  as  General  Mills,  "the  mai 
gin  of  error  has  narrowed,"  notes  Mai 
boussin.  Despite  a  127  jump  in  profit 
for  its  fiscal  first  quarter,  announced  o 
Sept.  21,  lackluster  .sales  for  its  Re 
Lobster  and  Olive  Garden  restaurar 
chains  triggered  an  investor  stamped( 
General  Mills'  stock  dropped  $3.25,  t 
$69.50,  before  trading  was  halted.  Wit 
that  kind  of  performance,  it's  no  wonde 
Wall  Street  is  getting  a  lot  more  finick 
about  biting  into  food  stocks. 

By  Lois  Therrien  in  Chicago,  wit 
Wendy  Zellner  in  Dallas  and  Joseph  Webe 
in  Philadelphia 
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Business  banking  cut  from  a  different  cloth 


More  often  than  not,  the 
iay-to-day  activities  in  the  worlds 
3f  equity  financing,  portfolio  man- 
igement  and  capital  funding  could 
3e  described  as  something  akin 
:o  war. 

It's  not  a  battleground  for 
:he  faint  of  heart.  Nor  is  it  for  rigid, 
nflexible  automatons.  Ironically, 
:hough,  many  business  bankers 
ire  as  straight  and  narrow  as  the 
Dinstripes  they  wear.  Which,  to  us, 
doesn't  make  a  whole  lot  of  sense. 

We've  learned  that  the  road 
to  victory  often  requires  insightful, 
inticipatory  strategies,  followed  by 
^old,  sometimes  guerrilla-like  tac- 
tics. All  deployed  by  aggressive, 


Our  trappings. 


< 


Our  attitude. 


forward-thinking  bankers. 

We  have  an  army  of  those  bankers  at  Continental.  And  each  is  eager  to  advance  your 
cause  in  the  face  of  seemingly  insurmountable  odds. 

So  eager,  in  fact,  that  some  are  even  planning  to  make  contact  with  you  this  very 
minute.  Just  so  we  can  help  you  and  your  COIltineiltal  Bank 


business  be  all  that  you  can  be. 


Anticipating  the  needs  of  business. 


992  Continenlal  Bank  N  A  ,  231  South  LaSallt  Street.  Chicago.  IL  60697  Domuini/fnii  Atlanta,  Chicago.  Dallas.  Los  Angeles.  Miami,  New  Ibrk  hiurmimnal ,,lfms  Buenoi  Aires.  Caracas.  London.  Mexico  City.  Santiago,  Sao  Paulo.  Tokyo 


CABLE  TELEVISION  I 


PEOPLE  OF  EARTH, 

WE  ARE  A  FRIENDLY  CHANNEL 


The  Sci-Fi  network  faces  regulatory  confusion  and  a  full  cable  dial 


KOPLOVITZ:  "65  MILLION 
VIEWERS  . . .  WANT  THIS" 


The  U.  S.  Senate  has 
cast  a  cloud  over 
Kay  Koplovitz'  lift- 
off. Chief  executive  of  thi' 
USA  Network,  Koplovitz 
brought  her  new  Sci-Fi 
Channel  to  the  airwaves 
on  Sept.  24.  But  just  two 
days  before  its  scheduled 
debut,  the  Senate  voted 
overwhelmingly  to  rereg- 
ulate  cable  television. 
President  Bush  has  vowed 
to  veto  the  bill,  but  law- 
makers in  both  houses  be- 
lieve they  can  muster  the 
votes  to  override. 

Such  news  might  seem 
eyeball-glazing,  particulai'- 
ly  to  the  confirmed  Trek- 
kies  and  Godzilla  freaks 
who  are  Sci-Fi's  target  au- 
dience. But  it  has  profound  implications 
for  the  future  of  the  new  channel,  which 
is  owned  by  USA  Network.  Koplovitz 
thinks  she  can  lock  up  a  large  and  rabid- 
ly loyal  audience  with  a  24-hour  network 
that  offers  such  vintage  TV  series  as 
Doctor  Who  and  such  blockbuster  films 
as  Star  Wnrs. 

Now,  the  cable  bill  may  hobble  her 
plans.  Among  its  provisions,  it  would  al- 
low broadcasters  to  demand  fees  from 
cable  operators  for  the  channels  they 
now  transmit  for  free.  Many  cable  oper- 
ators fear  those  charges  will  cut  into 
their  profits,  so  some  are  shying  away 
from  new  services  such  as  Sci-Fi. 
"Any  cable  operator  is  going  to  be 
careful  about  programming  deci- 
sions until  the  regulatory  situa- 
tion clears  up,"  says  Richard  Au- 
relio,  president  of  Time  Warner 
Inc.'s  New  York  City  Cable  Group. 
ALIENS  APLENTY.  Skittish  operators 
are  only  one  of  the  hurdles  facing 
Sci-Fi,  the  industry's  biggest  new 
launch  since  Ted  Turner's  TNT  be- 
gan airing  in  1988.  Even  if  the  net- 
work persuades  affiliates  to  sign 
up,  it  must  squeeze  onto  an  in- 
creasingly crowded  cable  spec- 
trum. Most  operators  are  at  the 
limit  of  their  capacity  now,  so 
new  networks  usually  get  on  the 
dial  only  by  displacing  old  ones. 
What's  more,  Sci-Fi  is  vying  for  a 

slot  against  none  other  than  Turner, 

I  

so  BUSINESS  WEEK/OCTOBER  5,  1992 


who  is  rolling  out  a  new 
cartoon  network  on  Oct.  1. 
Media  analysts  say  he  is 
having  a  similarly  slow 
time  gaining  distribution, 
even  though  cable  giants 
such  as  Tele-Communica- 
tions Inc.  and  Time 
Warner  own  a  large 
chunk  of  Turner  Broad- 
casting System  Inc.  One 
other  weakness:  Sci-Fi 
won't  be  able  to  air  such 
staples  as  Star  Trek  and 
The  Twilight  Zone  until 
1994,  when  their  current 
syndication  deals  lapse. 

The  result:  less  reach 
for  the  Sci-Fi  Channel. 
Time  Warner  isn't  offer- 
ing the  network  to  its  6.8 
million  subscribers,  but 
the  company  may  yet  pick  it  up.  All  told, 
Sci-Fi  will  debut  on  cable  systems  that 
reach  10  million  TV  households.  Koplo- 
vitz concedes  regulatory  worries  are 
making  operators  reluctant  to  sign  up. 
Yet  she  still  predicts  Sci-Fi  will  reach  30 
million  homes  and  turn  a  profit  in  three 
to  four  years.  Koplovitz'  long-term  pro- 
jections are  even  more  bullish:  "We 
think  there  are  65  million  viewers  out 
there  who  want  this,"  she  says. 

If  anyone  can  deliver  that  audience, 
it's  Koplovitz.  The  47-year-old  executive 


TUNING  IN  SCI-FI 

CONCEPT  A  cable  network  featuring 
science  fiction,  fantasy,  and  horror 

AUDIENCE  10  million  cable- 
wired  television  households 

FINANCING  USA  Network  is  spending 
more  than  $50  million  for  original  and 
licensed  programming 

POSITIVES  Science-fiction  programs 
are  a  big  hit  in  the  syndication  market 

NEGATIVES  Cable  is  already  loaded 
with  channels,  and  reregulation  looms 


DATA:  USA  NETWORK,  VH 


has  used  shrewd  marketing  and  a  sen: 
for  the  public  taste  to  build  USA  Ne 
work  into  one  of  America's  top-rated  c; 
ble  channels.  Unlike  the  narrowly  tai 
geted  networks  on  the  cable  spectrun 
USA  airs  everything  from  game  show 
such  as  The  New  Hollywood  Squares  t 
series  such  as  Murder,  She  Wrote.  Th 
broad  format  has  won  Koplovitz  bot 
.  viewers  and  advertisers.  USA,  which 
co-owned  by  Paramount  CommunicE 
tions  Inc.  and  Matsushita's  MCA,  doesn' 
disclose  earnings.  But  cable-TV  analys 
Paul  Kagan  Associates  estimates  ths 
USA  will  earn  $95  million  in  1992  on  rev( 
nues  of  $379  million.  That  would  be 
W/r  jump  over  1991. 

Koplovitz  has  spent  well  over  $50  mi 
lion  on  programming  for  Sci-Fi — enoug 
to  keep  avid  viewers  planted  on  thei 
sofas  until  the  return  of  Halley's  Comei 
Among  its  movies,  Sci-Fi  has  bough 
rights  to  the  Star  Wars  trilogy  and  th 
entire  Star  Trek  canon.  In  addition 
Doctor  Who,  its  TV  series  include  Los 
in  Space  and  Battlestar  Galactici 
Koplovitz  says  she  will  compensate  fo 
the  absence  of  the  original  Star  Trek  b 
hooking  viewers  on  new  shows.  Sci-I 
bought  10,000  hours  of  footage  fror 
NASA,  which  it  is  using  to  produce  Insid 
Space,  a  series  that  will  offer  a  glimps 
behind  the  scenes  of  the  space  progran: 
SEEKING  SPACEHEADS.  Advertisers  agre 
that  Koplovitz  is  tapping  into  an  elusiv 
and  lucrative  audience  of  young,  pr( 
dominantly  male  viewers.  Procter  <! 
Gamble,  Wrigley's,  and  Bristol-Myer 
Squibb  already  have  bought  airtime  o 
Sci-Fi.  "I  think  it's  an  outstanding  cor 
cept,"  says  Marvin  H.  Koslow,  presiden 
of  the  consumer  products  group  at  Bris 
tol-Myers.  "But  can  she  get  enough  C£ 
ble  systems  to  buy  in?"  To  build  excit( 
ment  for  Sci-Fi,  Koplovitz  has  bee 
promoting  it  heavily  on  popular  US 
programs,  including  its  U.  S.  Ope 
tennis  coverage. 

Few  media  experts  doubt  Kopk 
vitz'  grit  or  track  record.  And  sh 
can  draw  on  the  deep  pockets  o 
Paramount   and   MCA.  Para 
mount's  enthusiasm  for  th 
^    )   techie   audience   takes  othe 
forms,  too.  The  company  plan 
to  open  as  many  as  80  "virtus 
reality  arcades"  in  U.  S.  shof 
ping  malls  (page  96).  Cost:  u; 
to  $5  million  apiece,  say  cove 
pany  sources.  But  the  twi 
threats  of  regulation  and  th 
channel  glut  still  loom  ove 
Sci-Fi  like  Darth  Vader.  If  Kc 
^  plovitz  is  really  serious  abou 

I  reaching  65  million  Americans 

she  had  better  have  the  pe 
'  tience  of  Yoda. 

By  Mark  Landler  in  New  Yor 


You  don't  want  to  get  bogged  down  in  revolving  debt  on  bankcards. 
Especially  since  some  bankcards  charge  19%  interest.  That's  outrageous. 
But  you  know  how  to  get  out  of  that  trap.  And  stay  out. 


The  Card. 
The  American  Express'  Card. 

Call  1-800-THE  CARD,  to  apply. 


irn:iiMi.r4.4.-iiint^v/^!; 


EDITED  BY  HARRIS  COLLINGWOOD 


SMILING  DOWN 
THI  AISLE 

Call  it  optimism,  call  it  wish- 
ful thinking,  but  the  bride- 
to-be  sees  a  brighter  future 
than  the  rest  of  us.  hhodern 
Bride  magazine  asked  300 
engaged  women  the  same 
questions  the  Conference 
Board  asks  to  gauge  con- 
sumer confidence.  The  con- 
clusion: Getting  engaged 
improves  the  mood 

ENGAGED  GENERAL 
WOMEN  PUBLIC 

Expect  combined      68%  19% 
income  to  improve 
within  six  months 

Expect  area  business  39  19 
conditions  to  improve 
within  six  months 

Plan  to  purchase       25  2 
a  home  within 
six  months 

Plan  to  purchase        23  5 
a  new  or  used  car 
within  six  months 

DATA:  mommoi 


LABOR  ROARS  AT 
FOOD  LION 


►  A  yearlong  investigation  by 
the  Labor  Dept.  has  uncov- 
ered "substantial"  overtime 
and  child-labor  violations  at 
Food  Lion,  a  fast-growing  su- 
permarket chain.  The  depart- 
ment began  its  investigation 
after  the  United  Food  &  Com- 
mercial Workers  union  com- 
plained that  company  officials 
regularly  required  employees 
to  work  after  they  had 
punched  out.  Labor  also 
found  violations  of  federal 
rules  prohibiting  children 
from  working  in  hazardous 
jobs.  A  Food  Lion  spokesman 
says  the  company  has  been 
"unjustly  targeted"  by  a 
IJFCW  "smear  campaign." 


WHAT  DO  BOARDS 
REALLY  WANT? 


►  Coi'porate  boards  seem  to 
be  listening  to  shareholder  ac- 
tivists. Executive  recruiter 
Spencer  Stuart's  new  report 
on  practices  at  100  major  com- 
panies show  boards  shrinking 
to  14  members  on  average,  vs. 
15  in  1987,  with  outside  direc- 
tors outnumbering  insiders  by 
3  to  1,  vs.  2.5  to  1.  Total  direc- 
tor compensation  jumped  to 
$47,200,  from  $36,400,  but 
more  companies  are  paying 
directors  partly  in  stock. 

Those  changes  won't  stave 
off  scrutiny  from  activists, 
though.  The  California  Public 
Employees  Retirement  Sys- 
tem, along  with  the  Business 
Roundtable,  soon  will  an- 
nounce a  major  new  survey  of 
directors  at  1,000  companies. 
Directors  will  be  asked — 
anonymously — whether  the 
post  of  chairman  and  chief  ex- 
ecutive should  be  split,  wheth- 
er a  retired  CEO  should  remain 
on  the  board,  and  whether  di- 
rectors should  meet  periodi- 
cally with  large  shareholders. 


QANTAS  IS  SEEKING 
A  FLIGHT  BUDDY 


►  These  days,  nearly  every 
airline  wants  to  be  a  mega- 
airline.  The  latest  player  in 
the  consolidation  game:  Aus- 
tralia's Qantas  Airways, 
which  wants  to  sell  as  much 


HEY,  BUDDY,  TAKE  THIS  BAR  EXAM 


The  New  Sobriety  has  sparked 
its  share  of  trends,  among  them 
a  proliferation  of  12-step  recov- 
ery groups,  the  demise  of  the 
three-martini  lunch,  and  vast 
bottled-water  displays  at  the 
store.  Now,  even  saloonkeepers 
can  cash  in  on  the  increased  vigi- 
lance over  alcohol  consumption: 
a  coin-operated  breathalyzer 
that  speaks  12  languages. 

Safeguard  Alcohol  Analyzers 
Co.  in  Holbrook,  N.  Y.,  has  sold  10,000  of  the  machines,  whic 
consist  of  a  straw  that  the  drinker  breathes  into  and  a  compu 
er  that  assays  the  drinker's  blood-alcohol  level.  It  delivers  it 
reading  via  a  digital  display  and  a  voice  synthesizer.  Usei 
with  high  blood-alcohol  levels  are  warned  not  to  drive. 

Bret  Hoyt,  president  of  Safeguard,  points  out  that  there's  af 
added  benefit  to  the  machine:  Bartenders  can  ask  obstreperouv 
patrons  to  take  the  test.  If  they  score  too  high,  out  they  g( 
Call  it  bouncer-in-a-box. 


as  half  of  its  stock  to  another 
airline.  Its  short  list  of  poten- 
tial buyers  includes  British 
Airways,  Singapore  Airlines, 
and  a  joint  venture  formed  by 
Brierley  Investments  and  Air 
New  Zealand. 


PILOTS  BUOY 
NORTHWEST  AIRLINES 


►  Back  in  the  U.  S.,  North- 
west Airlines  is  making 
strides  toward  getting  its  fi- 
nancial act  together.  The  car- 
rier's 5,600  pilots  have  all  but 
agreed  to  "invest"  $300  mil- 
lion in  Northwest  over  three 
years.  That  investment,  say 
sources  close  to  the  union. 


will  probably  take  the  form  c 
pay  cuts  totaling  $100  millio 
annually  rather  than  worl 
rule  concessions.  The  unio 
isn't  ruling  out  demanding  ec 
uity  in  exchange  for  its  mov 
and  may  also  ask  for  a  sea 
on  the  board  of  directors. 

Northwest  next  will  see 
concessions  from  its  mechar 
ics  and  flight  attendants.  Th 
carrier,  with  more  than  $4  bi 
lion  in  debt,  has  made  othe 
recent  cost-cutting  moves,  in 
eluding  deferring  delivery  o| 
10  A330  planes  from  Airbu 
Industrie. 


NOT  MUCH  TRAFFIC 
IN  THE  SHOWROOM 


►  The  surge  of  car  buyin; 
that  auto  makers  expecte 
this  fall  isn't  materializing 
With  few  exceptions,  car  sale 
are  stuck  in  neutral,  and  mos 
companies  are  trimming  e> 
pectations  for  the  rest  of  th 
year.  Honda  now  figures  U.  ^ 
auto  sales  will  fall  short  of  it 
projection  of  8.5  million  car 
this  year.  General  Motor 
planners  recently  came  to 
similar  conclusion,  and  o 
Sept.  22,  it  dumped  79,00 
cars  and  trucks  from  th 
third-quarter  productio 
schedule.  Wall  Street  responc 
ed  by  thrashing  the  Bi 
Three's  shares. 
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Software  ArtisL 


CA90S 


Mention  the  word  silverware  and 
87%  of  Americans  say  Oneida. 

It's  the  1 12  year-old  brand 
name  that  symbolizes  quality 
value  and  world-famous  design. 

Yet,  behind  all  of  the  beauti- 
ful hand-crafted  designs  and 
century-old  tradition  runs  some 
of  the  world's  most  advanced 
software. 

"CA  software  is 
mission-critical  soft- 
ware. It  helps  us  run 
more  efficiently,  deliver 
higher-quality  prod- 
uct and  customer  service,"  says 
Rick  Munger,  Director  of 
nformation  Resources.  "Best  of 
all,  as  our  needs  change,  CA 
changes  too." 

After  years  of  running  on  CA 
mainframe  systems  software, 
Oneida  is  right-sizing  to  a  mid- 
range  environment. 

"When  we  decided  to  move 
the  AS/400  environment,  we 
were  very 
pleased  to 
see  that  CA 
is  the  leader 
in  both  man- 
ufacturing 
and  ware- 
house appli- 
cations. 
We're  using 
1  with  outstanding  results." 
But  that's  just  the  beginning. 
"With  technology  changing 
as  fast  as  it  does,  we  need  a  soft- 
ware partner  we  can  trust. 

And  when  you  mention  the 
word  software,  what  name 
comes  to  mind? 
"CA." 


Rick  Munger, 
Director  of  Information 
Resources,  uses  OA's 
integrated  manufacturing 
and  warehouse  software 

FOR  THE  AS/400 

TO  KEEP  Oneida  #1. 


OMPUTER' 
_  ASSOCIATES 

Software  superior  by  design. 


'6' Computer  Associates  International,  Inc.,  One 
Computer  Associates  Plaza,  Islandia.  NY  11 788-7000. 
I  SOO-CALLCAI,  All  product  names  referenced  herein 
arc  trademarks  of  their  respective  companies. 


fNDIANAPOUIS      IXTAPA      KANSAS  CITY      KAUAI      KYOTO      LOS  ANGELES      MANILA      MANZANILLO     MAUI      MAZATLAN      M  EX  ICO  C  ITY     MONTERREY      NEW  ORLEANS 


A  la^  tkat  takes  five 
minutes  to  travel  2000  miles 
snoulJii  t  take  an  Kour  to 
§et  to  your  room. 


A. 
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Wh  en  a  fax  arrives  for 
you  at  Westin,  it  won't 
gather  dust  at  the  tront 
desk,^^^^  you'll  get  it 
immediately.  That's  the 
high  level  of  service  you 

A  ^  .    .  J 

can  expect  from  everyone  you  do  business  with  at  Westm.  It's  all  part  of  our 


cancount\      Commitment  to 


contmuous  improvement.  We're 
constantly  looking  for  new  ways  to  eliminate  hassles 
and  make  things  easier  for  you.  For  reser- 


Westin 

vations,  call  your  travel  consultant  or  (800)  228-3000.       hotels  ft. resorts 
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IDDENLY,  TECHNOIOGY  POLICY 
NO  lONGER  A  DIRTY  WORD 


i  fter  years  of  talk,  Congress  is  finally  putting  some 
k  money  behind  a  technology  policy  to  boost  U.  S.  com- 
ik  petitiveness.  Enraged  Republicans  denounce  the  move 
)thing  more  than  a  campaign  ploy  designed  to  help  Bill 
on.  In  fact,  the  debate  over  the  $2.2  billion  National 
)etitiveness  Act,  which  passed  the  House  on  Sept.  23,  ap- 
5  to  mark  a  political  turning  point.  Administration  oppo- 
1  and  the  difficulty  of  reconciling  the  House  bill  with  a  less 
y  Senate  version  make  enactment  this  year  unlikely.  But 
;()1  Hill  has  set  the  stage  for  action  in  19!).'3— surely  if 
on  wins,  likely  even  if  President  Bush  is  reelected.  "The 
3  a  clear  signal  that  Congress  is  willing  to  get  more  am- 
as,"  says  Daniel  F.  Burton  Jr.,  executive  vice-president  of 
)rivate  Council  on  Competitiveness, 
le  legislation  would  give  government  a  more  activist  role 
eeding  the  movement  of  technology  from  the  lab  to  the 
;eti)lace.  More  than  half  of  the  money,  $1.4  billion,  would 
1  a  small,  existing  Conmierce  Dept.  progi'am  that  funds  re- 
'h  and  development  in  such  technologies  as  roljotics  and 
need  materials.  An  additional  $120  million  would  lay  the 
ndwork  for  a  national  technology-extension  service,  pat- 
?d  on  the  agricultural-extension  service  and  designed  to 
id  manufacturing  knowhow  to  small  U.  S.  companies. 
iND  GAMESMANSHIP.  Such  provisions  once  touched  off 
re  industrial-policy  phobia  among  Republicans  and  many 
)rate  executives..  But  now,  they  are  attracting  support  on 
sides  of  the  aisle,  at  Commerce,  and  among  America's 
■tech  industrial  elite.  "This  legislation  is  much  needed  to 
ict  the  manufacturing  infrastructure,"  explains  Rejire- 
itive  Paul  B.  Henry  (R-Mich.). 

)t  many  Republicans  still  l)ridle  at  the  bilFs  moi-e  interven- 
st  features,  such  as  $287  million  in  loan  guarantees  and 
million  in  venture  capital  to  finance  commercialization  of 
f  technology.  "The  government  would  be  competing  with 
3one  who's  in  the  banking  business,"  says  Commerce  Un- 
Secretary  Robert  M.  White.  "If  government  gets  in- 
ed,  it's  likely  to  end  up  competing  with  what  already 
:s,  or  end  up  funding  the  dogs." 


House  leaders  clearly  saw  partisan  advantage  in  taking  up 
the  l)ill,  which  incorporates  many  Clinton  proposals,  close  to 
the  election.  The  timing,  gi'umbles  leading  opponent  Represen- 
tative Robert  S.  Walker  (R-Pa.),  was  simply  designed  to  "ad- 
vance the  agenda  of  the  Clinton  campaign."  But  the  change  in 
sentiment  on  the  Hill  seems  to  go  beyond  ijolitical  gamesman- 
ship. "There's  a  general  public  perception  that  government 
ought  to  do  more,"  says  former  Defense  Secretary  Harold 
Brown.  "So  government  will  end  up  playing  a  larger  role,  no 
matter  how  the  election  comes  out." 

Bj/  John  Cure II 


SO  MANY  JUDGES, 

TOO  LITTLE  TIME  FOR  OVERSIGHT 


When  the  framers  of  the  Constitution  made  an  im- 
l)eachment  trial  l)y  the  Senate  the  only  way  to  vm- 
seat  a  federal  judge,  they  didn't  think  they  were 
creating  a  prolilem.  After  all,  the  judiciary  was  tiny,  and 
judges  would  be  carefully  screened.  Indeed,  only  four  judges 
were  removed  in  the  first  197  years  of  the  nation's  history.  But 
three  judges  have  been  tossed  out  in  the  past  six  years,  and 
Congress  is  suddenly  facing  a  judicial-impeachment  headache. 

On  Sept.  17,  Judge  Stanley  Si)orkin  ruled  that  the  Senate 
violated  the  rights  of  impeached  Miami  Judge  Alcee  L.  Has- 
tings when  it  used  a  special  12-member  committee  to  handle 
most  of  his  trial.  A  similai-  case  involving  former  Judge  Wal- 
ter L.  Nixon  Jr.  of  Mississippi  is  before  the  Supreme  Court. 

Most  legal  oliservers  think  that  in  the  end,  the  high  court 
will  let  the  streamlined  procediu-e  stand.  With  828  federal 
judges— up  from  (j61  in  1978— Congi-ess  finds  it  increasingly  dif- 
ficult to  carry  out  its  role  as  judicial  overseer.  Members  are 
eagerly  awaiting  the  report  of  the  National  Commission  on  Ju- 
dicial Discipline  &  Removal,  which  they  hope  will  suggest 
ways  to  ease  the  l)urden  while  guarding  the  rights  of  judges. 

Bjl  Citlheiinv  Ydiig 


ITALWRAPUPI 


E  SENATE 


very  election  seems  to  produce  at 
least  one  upset  in  the  Senate.  Vete- 
I  Ohio  Democrat  John  Glenn  could 
1992's  surprise  loser.  Glenn,  whose 
lutation  of  rock-solid  integrity  was 
naged  by  his  involvement  in  the 
ating  Five  savings-and-loan  scandal, 
getting  less  than  majority  support  in 
race  against  Lieutenant  Governor 
\e  DeWine.  A  recent  Political/Media 
search  poll  shows  Glenn  leading  in 
bid  for  a  fourth  term  by  an  un- 
nfortably  close  47%-40%  margin.  On 
!  Reinil)lican  .side,  Missouri's  Chris- 
iher  S.  Bond  may  also  be  in  trouble, 
holds  only  a  49%-41%  lead  over  lit- 


tle-known challenger  Geri  Rothman- 
Serot.  Meanwhile,  in  Georgia,  former 
Peace  Corps  director  Paul  D.  Coverdell 
has  been  gaining  on  Democratic  Sena- 
tor Wyche  Fowler  Jr.,  though  Fowler 
still  holds  a  46%-to-32%  lead. 

VETOES  

President  Bush's  campaign  strategy 
called  for  a  flurry  of  vetoes  to 
sharpen  the  difference  between  him 
and  the  Democratic  Congress.  But  the 
approach  may  give  the  President  polit- 
ical heartburn.  He  has  pledged  to  veto 
a  bill— passed  by  crushing  margins  in 
both  the  House  and  Senate— allowing 
local  regulation  of  cable-TV  rates.  That 
sets  up  a  nasty  choice.  If  Bush  puts  up 


only  token  resistance,  he  could  tarnish 
his  Presidential  aura  by  losing  his  first- 
ever  override  fight.  But  a  serious  effort 
to  sustain  the  veto  would  recjuire  ex- 
pending a  lot  of  political  capital  to  sup- 
port cable  operators  in  a  showdown 
with  consumer  groups.  The  President 
will  likely  prevail  on  two  other  vetoes 
he  signed  on  Sept.  22,  but  here,  too, 
victory  has  a  price.  Democrats  will 
blast  the  inconsistency  of  the  OOP's 
"family  values"  campaign  and  White 
House  opposition  to  a  bill  mandating 
unpaid  family  leave.  And  Bush  is  open 
to  charges  that  he  nixed  a  bill  easing 
voter-registration  rules  on  partisan 
gi^ounds.  The  (;0F  fears  the  new  regis- 
trants would  be  mainly  Democrats. 
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EUROPE  I 


ONE  WORLD, 

ONE  GIANT  AIRIINE  MARKET? 

Despite  political  uncertainties,  a  rash  of  consolidations  may  speed  the  coming  of  a  barrier-free  sky 


I 


t's  being  billed  as  a  rare  window  of 
opportunity  for  the  airline  industry. 
I  Act  now,  and  a  whole  new  world  or- 
der comes  into  view.  Fail  to  act,  and  the 
window  could  slam  shut.  What  window? 
No  less  than  the  chance  for  U.  S.  carri- 
ers to  blast  their  way  into  coveted  for- 
eign markets. 

Access  to  other  markets  has  been  a 
hot  issue  in  aviation  for  some  time.  But 
suddenly,  a  rash  of  consolidations  has 
given  it  new  urgency.  Following  an  un- 
precedented open-skies  accord  between 
the  U.  S.  and  the  Netherlands,  Dutch 
flag  carrier  'KLM  Royal  Dutch  Airlines 
and  Northwest  Airlines  Inc.  are  seeking 
a  merger  of  operations.  Now,  British 
Airways  PLC  is  looking  to  hook  up  with 
USAir  Inc.  But  before  it  will  approve  any 
such  deal,  the  U.  S.  will  pressure  Britain 
to  liberalize  its  market.  British  Trans- 
port Secretary  John  MacGregor,  in 
Washington  to  promote  approval  for 
ba's  deal,  agreed  on 
Sept.  23  to  put  liber- 
alization talks  on  the 
fast  track,  moving 
negotiations  up  a 
month  to  Oct.  (>.  If 
those  talks  lead  to 
action,  says  trans- 
portation consultant 
John  Pincavage,  it 
"may  very  well  be 
the  hammer  to  crack 
the  nut."  And  as  Eu- 
rope goes,  so  Asia 
could  go  one  day. 

Progress  will  come 
in  fits  and  starts.  In 
considerable  disar- 
ray over  political  and 
monetary  questions, 
the  European  Com- 
munity isn't  ready  to 
tackle  aviation  mat- 
ters. It  would  be 
nearly  impossible  to  do  so  anyway:  The 
various  European  countries  are  all  at 
odds  over  what  they  want.  Some  see 
phasing  in  open  skies  as  the  way  to  go. 
Others  are  dead  against  it,  and  are  try- 
ing to  negotiate  even  more  restrictive  air 


treaties  with  the  U.  S.  than  they  already 
have  (table). 

Both  Germany  and  France  are  re- 
trenching. In  Washington,  Jeffrey  N. 
Shane,  an  Assistant  Transportation  Sec- 
retary, attacks  the  two  countries  for 
their  "ironic"  stance  in  seeking  restric- 
tions while  the  EC  is  liberalizing  its  inter- 
nal market.  In  a  recent  speech,  he 
charged  those  countries  and  others  with 
"unwittingly  placing  [their  carriers]  on 
the  path  to  oblivion"  by  trying  to  avoid 
competition. 

DOUBLE  STANDARD.  But  even  as  Germa- 
ny and  France  pui'sue  these  policies, 
their  flag  carriers  are  rushing  to  posi- 
tion themselves  for  greater  rights  to  fly 
within  the  U.  S.  Just  days  after  KLM  and 
Northwest  announced  plans  to  merge 
their  operations,  Lufthansa  announced  a 
bid  for  Continental  Airlines  Inc.  Presum- 
ably Lufthansa  would  hope  for  the  same 
antitrust  immunity  that  the  KLM/North- 
west  deal  is  ex- 
pected to  win.  For 
now,  Germany  in- 


OPEN  SKIES:  WHERE  THE 
HATIONSSTAHP 

BRITAIN  Pressured  by  the  U.S.  to  loosen 
its  tight  restrictions  in  exchange  for  ap- 
proval of  the  British  Airways/USAir  deal 

NETHERLANDS  Agreed  to  landmark 
agreement,  giving  U.S.  and  Dutch  carriers 
unlimited  access  to  each  other's  airports 

CANADA  Close  to  an  accord,  but  wants 
temporary  protections  for  key  markets 

FRANCE  Renounced  its  transatlantic  trea- 
ty with  the  U.S.  last  June  and  proposes  a 
new  treaty  with  more  stringent  limits 

GERMANY  Proposed  tightening  may  be 
undercut  by  Lufthansa  bid  for  Continental 
Airlines 

JAPAN  Wants  to  shelter  domestic  airlines 
from  increasing  U.S.  competition 


sists  it  will  press  for  a  more  restrict 
treaty  "no  matter  what  happens 
tween  Lufthansa  and  Continental,"  sa 
a  German  transportation  official, 
some  observers  believe  the  purchase 
Continental  could  become  a  wedge 
pressure  Germany  toward  open  skies: 
open  skies,  no  antitrust  immunity. 

Air  France,  too,  has  made  a  play  f 
further  access  to  the  U.  S.  market. 
Sept.  23  it  announced  a  "strategic  a 
ance"  with  Air  Canada,  which  is  al 
bidding  for  Continental.  Once  Cana 
and  the  U.  S.  complete  their  open  ski 
agreement.  Air  Canada  will  have  near 
unlimited  access  to  the  U.  S.  mark< 
And  should  Air  Canada's  bid  for  Con 
nental  beat  Lufthansa's,  Air  Canada 
even  greater  freedom  in  the  U.  S.  m; 
ket  would  benefit  Air  France. 

The  Europeans  are  likely  to  proceed 
stages.  One  European  airline  executi 
suggests  that  a  two-step  method  is  bes 
"Step  A  is,  you  get  allies  for  open  ski( 
by  offering  a  phase-in,"  much  like  tl 
period  the  Europeans  are  using  for  the 


PIONEERS?  KLM, 
THE  DUTCH  FLAG 
CARRIER,  AND 
NORTHWEST  ARE 
SET  TO  MERGE 
OPERATIONS 
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1  internal  liberalization.  "With  that  in 
d,  you  then  go  to  the  EC  to  get  a  fast- 
;k  api)roach,"  he  says, 
'or  now,  the  action  centers  on  ba/ 
.ir.  The  deal  would  make  BA  competi- 
!  with  U.  S.  carriers  on  their  home 
f.  But  current  air  treaties  between 
U.  S.  and  Britain  block  U.  S.  carriers 
Ti  similar  broad  access  to  the  British 
•ket.  The  Big  Three  U.  S.  carriers — 
erican,  United,  and  Delta — are  lobby- 
frantically  for  the  U.  S.  to  get  them 
le  access  to  Europe's  markets  before 
BA/uSAir  deal  goes  through. 
ING  FOUL.  Whether  the  government 
be  able  to  do  enough  to  make  the 
Three  happy  is  another  story.  Even 
)ng  themselves,  the  U.  S.  airlines 
e  different  points  of  view.  An  execu- 
at  one  major  U.  S.  carrier  sees  the 
:ch  deal  as  a  "strategy  to  break  down 
tress  Europe,"  and  says  his  company 
live  with  a  piece-by-piece  approach, 
erican  Airlines  Executive  Vice-Presi- 
t  Donald  J.  Carty  says  that's  not 
ugh.  "While  we  wait  years  and  years 
;ee  those  other  markets  open  up,  the 
erican  carriers  will  be  competing 
h  their  hands  tied  behind  their 
ks."  He  predicts  that  most  big  U.  S. 
•iers  will  be  foreign-owned  or  domi- 
?d  within  a  decade  if  the  BA/uSAir 
1  rolls  forward  without  concessions, 
ut  Washington  insiders  say  the 
ite  House  will  make  sure  the  deal  is 
mately  approved.  And  with  that,  says 
^Gregor,  "I  believe  the  liberalization 
:ess  will  gain  new  momentum."  If 
!  right,  foreign  skies  should  brighten 
U.  S.  carriers. 

y  Andrea  Rothnian  in  New  York,  Seth 
ne  in  Washington,  and  Paula  Dwijer  in 
don,  with  bureau  reports 


HONG  KONG I 


COMING  HOME 
~AND  CASHING  IN 


Hong  Kong's  boom  is  luring  back  many  who  have  set  up  a  refuge  abroad 


When  Britain  agreed  eight 
years  ago  to  turn  Hong  Kong 
over  to  mainland  China,  Ro- 
land and  Vivian  Lo  got  a  bad  case  of  the 
jitters.  Two  years  later,  during  a  fire- 
cracker show  on  Chinese  New  Year,  the 
crowd  got  out  of  control — and  pregnant 
Vivian  was  badly  shaken.  If  it's  this  un- 
ruly now,  thought  Roland,  then  a  senior 
sales  executive  at  Television  Broadcasts 
Ltd.  (TVB),  a  major  Hong  Kong  TV  sta- 
tion, what  will  it  be  like  in  1997,  when 
Beijing  takes  over?  So  the  Los  left  their 
homeland,  along  with  tens  of  thousands 
of  others  who  have  struck  out  for  ha- 
vens in  Canada,  Australia,  and  the  U.  S. 

But  in  a  colony  that  once  feared  a 
massive  brain  drain,  the  talk  these  days 
is  about  the  brain  gain.  After  four  years 
in  Canada,  the  Los  are  back.  And  they're 
not  alone.  An  estimated  30,000  young 
professionals  have  returned  in  the  past 
12  months,  while  the  outflow  has  leveled 
off.  Hong  Kong,  it  turns  out,  looks  like  a 
land  of  opportunity,  while  the  supposed 
safe  havens  are  in  prolonged  economic 
slumps.  Moreover,  the  returnees  believe 
they  can  come  home  safely  because  they 
hold  "insurance  policies" — foreign  pass- 
ports— against  threatening  moves  by 
Beijing. 

For  most,  it's  easier  to  make  ends 
meet  in  the  colony.  "We  are  riding  on 
the  boom  of  Hong  Kong,"  says  36-year- 


old  Roland,  who  is  now  back  at  TVB  and 
making  $56,000  a  year,  vs.  the  $33,000  he 
earned  at  a  Toronto  TV  station.  As  Cana- 
da's economy  stagnates  and  Australia's 
unemployment  hits  117',  the  jobless  rate 
in  Hong  Kong  is  below  27,  and  its  econ- 
omy is  growing  a  snappy  57  this  year. 
HELP  WANTED.  There's  plenty  of  work 
around.  Just  open  a  South  China  Morn- 
ing Post  any  Saturday  and  leaf  through 
the  employment  ads — as  many  as  150 
pages.  Ironically,  China,  having  scared 
off  Hong  Kong's  best-educated,  is  now 
generating  jobs  for  them:  Many  return- 
ees are  starting  new  businesses  or  get- 
ting jobs  that  produce  goods  for  the 
fast-growing  China  market.  And  once 
Beijing  and  London  iron  out  the  last  fi- 
nancing wrinkles  for  Hong  Kong's  $22 
billion  airport  and  railway  project,  as 
many  as  40,000  new  jobs  could  open  up. 

The  best  and  brightest  can  always 
find  work.  Take  Cambridge-educated  Ed- 
win Cheng.  In  1986,  he  left  for  Canada 
and  landed  a  tenured  job  at  the  Universi- 
ty of  Manitoba  as  a  professor  of  opera- 
tions management.  But  Cheng,  35, 
wasn't  going  anywhere.  Too  many  quali- 
fied candidates  were  chasing  too  few 
jobs.  Now,  he's  the  head  of  Hong  Kong 
Polytechnic's  management  department. 
He  takes  home  more  than  twice  the  pay 
he  earned  in  Canada,  receives  subsidized 
housing,  and  will  get  a  full  year's  bonus 
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when  he  finishes  his  four-year  contract. 

Some  emigrants  couldn't  find  steady 
work  abroad.  Ada  Mok,  35,  went  to  To- 
ronto in  1988  "to  secure  a  passport."  She 
studied  and  worked  in  Toronto  but  got 
laid  off  in  January  from  publisher  Pren- 
tice/Hall Inc.  when  the  economy  dipped. 
Returning  to  Hong  Kong,  she  soon  land- 
ed a  job  as  a  marketing-services  execu- 
tive at  the  Hong  Kong  Tourist  Assn. 
WAIT  AND  SEE.  The  returnees  face  some 
shocks.  The  biggest  is  the  sky-high  cost 
of  real  estate.  Since  1988,  the  price  of  a 
1,200-square-foot  apartment  in  the  popu- 
lar Taikoo  Shing  district  has  jumped 


from  $250,000  to  .$720,000.  Many  return- 
ees, such  as  Mok,  have  simply  moved 
back  in  with  their  families.  Derek  Chan, 
a  manager  at  ICl  (China)  Ltd.,  is  luckier. 
London-based  ICI  sent  him  to  Britain  in 
1987,  helped  him  get  a  passport  there, 
and  then  sent  him  back  to  Hong  Kong 
with  full  expatriate  benefits,  including 
subsidized  housing  and  schooling  for  his 
two  kids. 

The  influx  doesn't  mean  the  fears 
about  1997  have  disappeared.  For  edu- 
cated Hong  Kong  residents  who  lack 
"insurance  policies,"  the  worries  are 
deep,  and  many  are  still  leaving.  Even 


some  of  those  with  foreign  passports  art 
planning  to  leave  within  five  years. 

But  most  returnees  are  betting  thai 
China  won't  turn  its  back  on  economic 
reform.  "I'm  more  optimistic  now  aboul 
the  future  of  China,"  says  Cheng.  "It  is 
moving  toward  a  market  economy  and 
more  liberalization."  Roland  Lo  certainly 
agrees.  He  is  thriving  in  his  new  job 
and  Vivian  Lo  hopes  to  cash  in  on  the 
property  boom  in  her  new  job  as  a  real 
estate  agent  at  Asia  Pacific  Properties 
For  the  Los,  there's  no  place  like 
home — for  now. 

By  Joyce  Barnathan  in  Hong  Kong 


UKRAINE  I 


UKRAINE: 
BREADBASKET  OR 
BASKET  CASE? 

President  Kravchuk's  economic 
plan  may  be  too  little,  too  late 


Leonid  Kravchuk  has  been  on  a  roll. 
Since  his  election  nine  months  ago, 
the  58-year-old  President  of  newly 
inde|)endent  Ukraine  has  jetted  about 
meeting  such  world  leaders  as  George 
Bush  and  Jacques  Delors.  He  has  faced 
down  Boris  Yeltsin  for  Ukraine's  share 
of  the  former  Soviet  Navy's  Black  Sea 
fleet.  And  he  has  set  about  making 
Ukraine,  a  richly  endowed  country  the 
size  of  France  and  the  breadbasket  of 
the  former  Soviet  Union,  a  separate  eco- 
nomic and  political  entity  that  can  func- 
tion without  Moscow's  historic  diktat. 

But  now,  Kravchuk's  party  seems  to 
be  about  over.  The  Ukrainian  economy  is 
collapsing  around  him,  and  suddenly  the 
political  flak  is  flying.  Faced  with  a 
choice  between  economic  shock  therapy 
and  more  gradual  reform,  the  onetime 
ideology  chief  of  the  Ukrainian  Commu- 
nist Party  is  going  the  cautious  route. 
STRIKE  ZONE.  Signs  of  strain  are  every- 
where. Since  January,  industrial  produc- 
tion has  slumped  157^  and  prices  are 
soaring  307'  each  month.  Trade  unions 
plan  a  series  of  one-day  strikes  in  the 
transportation,  mining,  and  machine- 
building  industries  in  October.  They 
want  to  oust  the  conservatives  in  Krav- 
chuk's government.  "The  government  is 
made  up  of  people  from  the  old  guard, 
the  former  commanders  of  the  Commu- 
nist system.  They  are  not  interested  in 
reforms,"  claims  Vyacheslav  Chornovil, 
leader  of  Rukh,  a  once-outlawed  political 
group. 

Another  blow  has  come  from  Moscow. 
Worried  about  the  threat  of  hyperinfla- 
tion, Russian  Prime  Minister  Yegor  T. 


PRESSING  THE  FLESH:  KRAVCHUK  SEEKS  $5  BILLION  FOR  A  FUND  TO  STABILIZE  A  NEW  CURRENCY 


Gaidar  has  demanded  that  Ukraine  stop 
expanding  Russia's  money  supply  by  is- 
suing ruble  credits  to  Ukrainian  fac- 
tories that  buy  Russian  goods.  So,  in 
mid-September,  the  Russian  Central 
Bank  froze  Ukrainian  trade  payments. 
That  should  bring  most  commerce  be- 
tween Russia  and  Ukraine — about  707 
of  all  trade  within  the  former  Soviet 
Union — to  a  crashing  halt. 

For  now,  Kravchuk  plans  to  stay  his 
course.  He'll  unveil  a  new  economic 
package  on  Sept.  29.  But  it's  likely  to 
show  that  Ukrainian  efforts  still  have 
far  to  go.  For  example,  the  plan  calls  for 
the  reintroduction  of  some  price  controls 
only  nine  months  after  Kravchuk  lifted 
them.  A  lid  will  be  kept  on  prices  for 
basics  such  as  bread,  meat,  and  energy. 
Plans  to  sell  off  defense,  coal  mining, 
and  nuclear  engineering  industries  will 
be  slowed. 

Kravchuk,  meanwhile,  is  playing  fast 
and  loose  with  the  International  Mone- 
tary Fund.  It  wants  him  to  build  a  mar- 
ket economy,  fast.  While  the  govern- 
ment will  try  to  slash  its  huge  budget 
deficit,  Kravchuk  told  BUSINESS  WEEK 
that  Ukraine  won't  pay  much  heed  to 


meeting  stiff  IMF  targets.  The  IMF  isn't 
buying  Kravchuk's  pay  now,  reform  lat- 
er approach.  The  Ukrainians  "don't  seem 
to  understand  what  it  takes"  to  make  a 
market  economy,  an  IMF  official  says. 
THE  NEW  CURRENCY.  Even  so,  Kravchuk 
hopes  that  the  IMF  will  provide  $5  billion 
as  a  stabilization  fund  for  the  hryvna 
the  new  convertible  currency  he  plans  to 
introduce  in  the  country  sometime  next 
year.  He  believes  the  new  currency 
would  protect  Ukraine  from  the  hyperin- 
flation afflicting  Russia  and  other  for- 
mer Soviet  states.  But  that  could  prove 
illusory  if  Ukraine  follows  a  loose  mone 
tary  policy.  What's  more,  officers  at  the 
country's  new  National  Bank  claim  that 
Ukraine  simply  is  not  ready  for  the  new 
currency. 

One  reason  for  Kravchuk's  stubborn 
insi-stence  on  a  gradual  change  is  his 
background.  Typically,  the  ideological 
head  of  a  Communist  Party  is  a  conser- 
vative dogmatist.  Kravchuk  fits  that 
mold.  Even  so,  Kravchuk  will  eventually 
have  to  move  faster — or  face  being 
swept  aside  by  a  more  radical  rival. 

By  Rose  Brady  and  Roma  Ihnatowycz 
in  Kiev 
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INTERNATIONAL  BUSINE: 


The  Good  News  Is  Jeep.Grand  Cherokee 
IsNow  Available  WithAVa 
There  Is  No  Bad  News. 


^^^^^^^^^^^ 


Just  when  you  thought  you 
lad  heard  all  the  good  news  that 
eep  had  to  offer  this  year  with  the 
ntroduction  of  Grand  Cherokee, 
ve're  making  headlines  again. 

Presenting  the  5.2  litre  V8. 
Vith  220  horsepower,  this  available 
'ngine  makes  Grand  Cherokee 


Limited  the  most  powerful  sport 
utility  vehicle  in  its  class. 

Of  course,  Jeep  Grand  Cherokee's 
advantages  go  beyond  horsepower. 
It  also  comes  with  a  revolutionary 
^"^r"  all-the-time  four-wheel  drive 
^.,Ao.  system,  four-wheel  anti-lock 
^^-^y  brakes,  and  an  exclusive 


standard  driver's  side  air  bag. 

For  more  information,  call 
1-800-JEEP-EAGLE.  And  see  why 
Grand  Cherokee's  new  V8  is  the 
most  powerful  news  story  to  come 
out  of  the  4x4  world  this  year.  

There's  Only  One  Jeep!." 

A  Division  of  the  Chrysler  Corporation. 


lee  Umited  warranties,  restrictions,  and  details  at  dealer.  Jeep  is  a  registered  trademark  of  Chrysler  Corporation. 


Buckle  up  for  safety. 


Balancing  act. 


The  first  computer  to  understand  you  don  t  just  have  a  job.  You  have  a  hfe.  ■ 


Something  fundamental  has  changed  in  Amer- 
ica. Now  its  not  just  the  hving  vou  make,  it's  the 
Hfe  vou  make.  \ou  want  to  enjov  tlie  things  vouVe 
supposedly  working  for.  Your  family.  \our  home. 
Yourself. 

At  IBM.  we  know  balancing  your  job  w  ith  the 
rest  of  your  life  isn't  easy.  That's  why  we  created  the 
IBM  PS/1.  A  line  of  computers  designed  to  help  vou 
do  office  work  at  home  or  run  a  small  business,  so 
you  can  be  with  the  people  you  care  about  most.  And 
if  those  people  are  kids,  the  PS/1  can  help  w  ith  their 
homework,  too. 

We  also  know  you'd  like  to  improve  the  quality 
of  vour  life  without  compromising  on  the  quality 
ol  your  computer.  So  while  our  new  PS/Is  are 


priced  to  compete  with  the  most  affordable 
computers  around,  thev  offer  a  lot  more.  Like  true 
IBM  compatibility.  More  power  than  many  office 
computers,  with  room  to  expand.  Built-in 
software — including  Windows  "  or  OS/2* — and 
the  ability  to  run  other  popular  business  and  edu- 
cational software.  Not  to  mention  IBM  reliability, 
support  and  service.  And  no  computers  easier  to  set 
up  and  use. 

You  may  need  more  than  a  perfectly  balanced 
computer  to  find  your  own  perfect  balance.  But  who 
knows?  You  might  just  do  vour  best  work  with  some- 
one looking  over  your  shoulder.        •—  — 

For  a  PS/1  retailer  near  you.     E  ZUZ 
call  1  800  IBM- 3377.  ==:^=  "  == 


IBM.  PS/1  and  OS/2  are  registered  trademarks  of  International  Business  Machines  Corporation  Windows  is  a  trademark  ot  Microsoft  Corporation  c:  1992  IBM  Corp 


iternational  Outloo 


EDITED  BY  STANLEY  REED 


EACE  REIGNS, 

UT  ASIA  IS  STOCKPILING  ARMS 


■  ^hile  most  of  the  world  is  cutting  its  military  forces, 
Aw  Asia  is  on  an  arms-buying  spree.  Asian  countries 
t^m  from  tiny  Singapore  to  mammoth  China  are  snap- 
;  up  the  latest  in  fighter  aircraft,  submarines,  and  missile 
^etry  from  the  U.  S.,  Europe,  and  Russia.  In  the  most  eye- 
ping  deal  yet,  Taiwan  recently  received  Washington's 
sing  for  a  $6  billion  purchase  of  150  General  Dynamics 
3.  F-16  fighters,  and  soon  after  ordered  $160  million  worth 
I.  S.  antisubmarine  helicopters. 

■  defense  (•omi)anies  are  cheering,  Asia  analysts  are  not. 
le  worry  that  such  sales  will  fuel 
irms  race  that  could  turn  up  the 
.  on  a  host  of  smoldering  region- 
isputes.  "It's  extra  tinder,"  says 
les  C.  Clad,  senior  associate  at 
Carnegie  Endowment  for  Inter- 
ona!  Peace.  "These  weapons  wil 
natically  increase  a  country's  abil- 
to  throw  its  weight  around  il 
gs  go  l)ad." 

POCRITICAL.'  The  Bush  Admin- 
ation  faces  a  tough  choice 
h  arms  exports.  Though 
sales  are  popular  with 
3VS  and  the  Pentagon  because 
/  preserve  jobs  and  military  production  lines,  they  under- 
the  credibility  of  American  efforts  to  limit  sales  else- 
;re.  "It's  hypocritical,"  charges  Andrew  J.  Pien-e,  author  of 
rthcoming  book  on  the  global  arms  trade.  In  r-etaliation  for 
huge  F-16  sale  to  Taiwan,  an  angry  China  has  decided  to 
cott  an  upcoming  meeting  of  the  U.  S.,  Britain,  France,  and 
;sia  on  limiting  arms  sales  to  the  Middle  East, 
tut  sales  to  Asia  are  likely  to  soar  as  the  region's  fast- 
wing  economies  allow  its  militaries  to  soup  up  aging  ar- 
als.  Most  defense  budgets  in  the  region  are  growing  at  5% 
0%  over  inflation.  The  luiildup  is  also  driven  ])artly  by  fear 
t  China  and  perhaps  Japan  may  try  to  fill  the  vacuum  left 
the  withdrawal  of  some  U.  S.  forces. 


Once  an  afterthought,  Asia  is  now  pi'ime  turf  for  arms 
merchants.  Already,  Singapore,  Thailand,  and  Indonesia  want 
to  buy  more  F-16s,  and  Malaysia  is  intei-ested  in  sul)s.  Along 
with  the  U.  S.,  competitors  for  Asian  business  include  France, 
Britain,  Germany,  and  Italy.  "Exi)orts  may  spell  the  difference 
between  survival  and  being  swallowed  up,  so  you'll  see  hard- 
ball over  every  sale"  in  Asia,  predicts  Joel  Johnson,  a  vice- 
president  at  the  Aerospace  Industries  Association  of  America. 

Asia's  relative  calm  also  makes  arms  sales  less  controversial 
than  they  would  be  in,  say,  the  Middle  East.  Although  there 
are  a  few  wild  cards  such  as  Burma 
and  North  Korea,  intr'aregional  tr-ade 
is  V)ooming  and  security  cooperation 
is  growing.  "Hopefully  over  time, 
thei'e'll  be  a  network  of  relations  re- 
silient enough  so  that  no  power  will 
I  ry  to  flex  its  muscle,"  says  Jonathan 
I ).  Pollack  of  Rand  Corp. 

The  biggest  potential  troublemak- 
er is  China,  which  is  talking  to  Rus- 
sia about  everything  from  missile- 
guidance  technology  to  long-range 
boml)ers.  On  a  recent  visit  to  Hong 
Kong,  James  R.  Lilley,  the  U.  S.  As- 
sistant Defense  Secretary  for  interna- 
tional security  affairs,  warned  that  the  Chinese  buildup  was  "a 
cause  for  concern  for  the  U.  S.  and  China's  neighbors."  While 
the  F-16  sale  was  timed  to  win  votes,  U.  S.  officials  say  it  was 
also  designed  to  warn  Beijing  to  cool  it. 

But  it's  not  at  all  clear  that  sending  ai-ms  to  Taiwan  will 
check  Beijing's  buildup.  In  fact,  an  increasingly  wealthy  China 
is  signaling  a  readiness  to  spend  heavily  on  upgrading  its 
military  no  matter  what.  With  more  and  more  weapons  flow- 
ing into  the  region,  the  risk  is  greater  that  minor  skii-mishes 
could  escalate.  Washin.gton  may  some  day  come  to  rue  its  non- 
chalance ai)Out  weapons  exports  tf)  Asia. 

By  Amy  Bonus  in  Washington  with  Joi/cc  Barmitlion  in 
Hong  Kong 


OBALWRAPUPI 


IWAN 


rhe  agency  for  dealing  with  Beijing, 
the  Mainland  Affairs  Council,  has 
^ned  off  on  hundreds  of  proposals 
[■  liberalizing  Taiwan's  commerce  with 
chrival  China.  If  these  are  approved 
'  Taiwan's  Cabinet,  as  expected,  the 
untry's  banks  will  be  permitted  to 
;al  with  mainland  banks  in  places 
ich  as  Hong  Kong.  China  Airlines 
;d.,  Taiwan's  main  canier,  will  also  be 
)le  to  sell  tickets  in  its  offices  outside 
Taiwan  for  travel  to  the  mainland. 
Ithough  the  Taiwanese  business  com- 
unity  was  disappointed  l)y  the  failure 
the  council  to  sanction  direct  trade 
iks,  commerce  between  the  two  Chi- 


nas is  approaching  the  $6  billion-per- 
year  mark  anyway. 

EUROPE  

Desi)ite  huge  uncertainty,  two  pul)- 
lishing  giants  are  placing  a  huge 
bet  on  Europe.  The  planned  merger 
of  Britain's  Reed  International  PLC  with 
Holland's  Elsevier  will  create  the 
world's  third-largest  publisher  in  mar- 
ket capitalization,  after  Time  Warner 
Inc.  and  Dun  &  Bradstreet  Corp.  Reed 
specializes  in  business  and  travel,  El- 
sevier in  .science.  The  $4  billion  com- 
l)ine  plans  major  expansion,  especially 
in  publications  for  electronic  distribu- 
tion. A  likely  target:  the  late  Robert 
Maxwell's  Official  Airline  Guides. 


JAPAN 


Gloomy  figures  notwithstanding, 
the  efforts  of  the  government  to 
kick-start  the  economy  are  beginning 
to  produce  some  visible  results.  Al- 
though year-to-year  economic  growth 
was  only  1.6%  for  the  quarter  ending 
in  June,  more  than  a  third  of  the  gain 
came  in  the  area  of  public  works.  That 
is  the  re.sult  of  the  decision  of  the  gov- 
ernment to  front-load  such  spending 
in  the  fiscal  year  that  began  this  April. 
"The  safety  valve  works,"  argues  Jes- 
per  Koll,  the  chief  economist  for  S.  G. 
Warburg  Securities  (Japan)  Inc. 
"There's  clear  evidence  that  fiscal  pol- 
icy is  starting  to  help  the  economy." 
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STRATEGISTS! 


A  STAR  IN  THE 
GIOOM  AT  SEARS 


Could  Dean  Witter's  Phil  Purcell  be  the  man  to  run  the  Big  Store? 


Philip  J.  Purcell  is  not  the  kind  of 
guy  to  boast.  Having  launched  his 
career  as  a  consultant  at  McKin- 
sey  &  Co.,  he  learned  early  that  tooting 
your  own  horn  doesn't  always  win  you 
applause.  Purcell  lets  the  facts  speak  for 
themselves  when  it  comes  to  his  compa- 
ny, Dean  Witter  Financial  Service.s — the 
brokerage  and  credit-card  arm  of  Sears, 
Roebuck  &  Co.  The  trouble  is,  those 
facts  lead  to  the  only  question  that  can 
really  make  him  squirm:  Given  his  ster- 
ling performance  at  Dean  Witter — and 
the  sorry  state  of  Sears'  retail  opera- 
tions— why  isn't  Phil  Purcell  running  the 
show  at  Chicago's  Sears  Tower? 

Purcell's  answer  is  predictable:  "I 
have  the  best  job  at  Sears,  Roebuck  & 
Co.,"  he  says.  "I'm  very  happy  doing 
what  Fm  doing."  But  the  reality  of 
Sears  today  begs  the  question.  If  you 
include  profits  from  the  Sears  credit 
card  and  Allstate  Insurance,  virtually  all 
of  the  giant  company's  earnings  have 
come  from  financial  services  since  1985. 
In  terms  of  earnings  growth.  Dean  Wit- 
ter and  the  Discover  Card  have  been  the 
sole  bright  lights.  The  venerable  retail- 
ing business,  until  recently  run  directly 
by  Sears  Chairman  Edward  A.  Brennan, 
has  defied  all  efforts  to  stem  its  decade- 
long  decline.  And  as  he  struggles  with  a 
company  that  seems  increasingly  out  of 
control,  Brennan's  leadership  has  been 
the  subject  of  several  disruptive  proxy 
fights  and  repeated  sniping  by  institu- 
tional shareholders. 

HOT  COMMODITY.  With  Sears'  fortunes 
growing  bleaker  by  the  day,  many  won- 
der why  Purcell  hasn't  jumped  ship. 
Brennan,  58,  doesn't  appear  to  be  going 
anywhere,  and  he  maintains  an  iron  grip 
on  the  board.  Besides,  it  would  break  a 
century-long  tradition  if  someone  other 
than  a  retail  executive  were  given  the 
top  job.  Purcell,  a  hot  commodity  in  New 
York,  could  leave  if  he  wanted  to.  Wil- 
liam Benedetto,  an  ex-Dean  Witter  in- 
vestment banking  chief,  says  Purcell  has 
spurned  advances  from  both  Prudential 
Securities  Inc.  and  Shearson  Lehman 
Brothers  Inc.  Purcell  won't  comment 
Some  speculate  Purcell  stays  because 


of  last  year's  $1.9  million  annual  pay- 
check, which  significantly  outstripped 
Brennan's  $979,847  salary.  That  certain- 
ly doesn't  hurt.  But  interviews  with  doz- 
ens of  Purcell's  friends  and  associates 
suggest  his  motivation  runs  deeper. 
Ever  since  he  was  recruited  by  former 
Sears  Chairman  Edward  R.  Telling,  Pur- 
cell has  had  a  special  relationship  with 
the  company.  He  helped  Telling  diversify 
into  financial  services  and  he  has  since 
been  intrigued  by  the 
challenge  of  re- 
vitalizing an 


PURCELL  TOOK  A 
LOT  OF  HEAT 
WHEN  DISCOVER 
CARDS  WERE 
LAUNCHED.  NOW 
HE  CAN  TAKE  A 
LOT  OF  CREDIT 


ALWAYS  A 
HIGH  ACHIEVER 

BORN  Philip  J.  Purcell,  Sept. 
5,  1943,  in  Salt  Lake  City 
EDUCATION  BA,  Notre 
Dome;  MBA,  University  of 
Chicogo;  master's,  London 
School  of  Economics 
M(KINSEY&CO.  In  1976, 
after  9  years  in  Chicago  of- 
fice, became  firm's  youngest 
managing  director  ever  at 
32.  Biggest  client:  Sears 
SEARS,  ROEBUCK  Hired  by 
former  Chairman  Ed  Telling 
in  1978  to  develop  strategy. 
Mapped  purchases  of  Dean 
Witter  Reynolds  and  Cold- 
well  Banker 

DEAN  WITTER  REYNOLDS 

Placed  there  by  Telling  in 
1982  to  gain  operating  ex- 
perience. Surprised  Wall 
Street  by  overhauling  firm. 
Spearheaded  launch  of  Dis- 
cover Card  in  1985,  while  re- 
focusing  firm  on  individual 
investors.  Earnings  soared 


American  institution.  "Phil  has  alwayj 
had  his  eye  on  the  big  prize,"  says  St€ 
ven  F.  Deli,  Dean  Witter's  former  hea« 
of  corporate  finance  in  Chicago.  Say; 
mentor  Telling:  "Nothing  would  mak* 
me  happier  than  to  see  him  run  Sear 
Roebuck." 

That  was  the  idea  when  Telling  hirei 
the  lanky  McKinsey  highflier  in  1978.  A 
the  time,  Sears  held  its  rank  as  the  pre 
mier  retailer  in  the  world  and  was  stil 
steeped  in  a  deeply  insular  culturi 
where  "Searsmen"  took  almost  patriot! 
pride  in  the  company's  crusade  to  outfi 
America.  At  McKinsey,  Purcell  had  stuc 
ied  the  fabled  retailer  for  two  years  an 
saw  its  cracks  beginning  to  show.  Tel: 
ing,  impressed  with  the  young  consui 
tant,  tempted  him  aboard  with  the  m 
tion  of  helping  build  on  a  great  traditioi 
while  creating  something  new. 

The  idea  appealed  to  Purcell,  who  is 
disarming  combination  of  savvy  corpc 
rate  tactician  and  everybody's  all-Amer 
can.  For  all  his  success 
McKinsey,  he  saw  a  greate 
purpose  in  the  Sears  mission 
In  Telling,  he  found  a  soul 
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;e — a  down-to-earth  "man's  man" 
)  was  turned  off  by  the  pretensions 
the  business  world.  Purcell  became 
personal  strategic  planner,  and  to- 
ler  they  hatched  the  notion  of  selling 
.ncial  services  to  Sears'  broad  base  of 
die-American  customers. 
1  1981,  Sears  purchased  Dean  Witter 
$G07  million  and  Coldwell  Banker,  a 
estate  company,  for  $202  million, 
t  accomplished,  Telling  decided  to 
;  Purcell  some  operating  experience 
sending  the  6-foot,  7-inch  golden  boy 
Mew  York  to  run  Dean  Witter  as 
f  operating  officer. 
I  KID.  Having  grown  up  a  Catholic  in 
Lake  City,  Purcell  was  used  to  be- 
an outsider.  But  being  the  new  kid 
^all  Street  was  a  brutal  experience, 
m  1982  to  1985,  Dean  Witter  lost 
ity  of  money,  and  Purcell  was  ridi- 
d  for  his  contrarian  strategies.  As  he 
red  cash  into  building  a  proprietary 
ual  fund  operation,  he  began  to  yank 
n  Witter  out  of  its  traditional  busi- 
;  of  catering  to  large  institutions. 
:e  profits  in  that  area  were  explod- 
his  big-name  investment  bankers 
d  foul.  Purcell,  they  charged,  was 
ng  Dean  Witter's  strongest  business. 
Ithough  the  notion  of  "selling  socks 
and  stocks"  had  died 
along  with  most  of  the 
financial-services  kiosks 
in  the  Sears  stores,  Pur- 
cell was  intent  on  build- 
ing a  low-cost  distribu- 
tion system.  He 
recruited  thousands  of 
young  brokers,  then 
trained  them  to  sell 
Dean  Witter  mutual 
funds  and  other  finan- 
cial products  to  individ- 
ual investors.  He  got 
rid  of  the  biggest  prima 
donnas  in  the  invest- 
ment banking  unit  and 
limited  its  function  to 
assembling  securities 
for  the  brokers.  Mean- 
time, he  aimed  an  ad 
campaign  at  small  in- 
vestors and  built  a  top 
management  team  out 
of  a  group  of  non-Ivy 
League  team  players. 
Dean  Witter  was  led  by 
an  assemblage  known 
as  the  "Notre  Dame 
mafia"  drawn  from  his 
alma  mater. 

By  1989,  as  the 
abrupt  end  of  the  deal- 
making  boom  slashed 
earnings  on  Wall 
Street,  Dean  Witter 
took  off.  With  its  new 
l)rokers  selling  in-house 
funds,  it  was  in  a  per- 


fect position  to  profit  from  the  surge  in 
equities.  In  1990,  when  the  industry 
posted  big  losses.  Dean  Witter  and  Dis- 
cover earned  $233  million.  This  year, 
Montgomery  Securities  estimates  net 
profit  will  hit  $393  million. 

Purcell  took  just  as  much  heat  over 
another  expensive  foray  into  financial 
services:  the  Discover  Card.  Launched  in 
1985,  it  cost  Sears  $1  billion  in  startup 
costs.  Skeptics  openly  predicted  its  fail- 
ure, and  banks  turned  up  the  heat  with 
their  Visa  and  MasterCard  operations. 
But  so  far.  Discover  has  been  a  classic 
success  story.  Using  its  vast  customer 
mailing  lists.  Sears  put  the  no-fee  card 
into  41.1  million  homes  within  six  years. 
Then  it  heavily  adver- 
tised the  card's  "cash- 
back"  feature,  hoping  to 
boost  usage.  Discover  is 
still  far  smaller  than  in- 
dustry leader  Visa,  but 
it  has  a  5.5%  market 
share.  Moreover,  having 
turned  profitable  in 
1989,  it's  already  repay- 
ing Sears'  investment. 

For  all  his  success  on 
Wall  Street,  Purcell 
couldn't  be  more  out  of 


DEAN  WITTER 
IS  PUMPING  UP 
SEARS'  BOTTOM  IINE... 

MERCHANDISE  GROUP  ALLSTATE 
^  DEANWIHER      COLDWELL  BANKER 
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CHAIRMAN  BRENNAN  HANGS  ON 
TO  HIS  JOB  DESPITE  OPPOSITION 
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...AND  THE  BROKERAGE  IS 
GETTING  EVEN  STRONGER 

NET  INCOME 


A  MILLIONS  OF  DOLLARS 

DAIA:  MONTGOMERY  SECURITIES,  COMPANY  REPORTS 


place  there.  Colleagues  say  his  motiva- 
tion has  never  been  money,  and  in  con- 
trast to  the  glitzy,  celebrity  lifestyles  of 
many  on  the  Street,  his  life  is  decidedly 
homespun.  He's  still  married  to  his 
grade-school  sweetheart,  Anne,  whom 
he  met  in  communion  class  and  wed 
when  he  was  20.  They  have  had  seven 
boys,  aged  8  to  27,  and  Purcell  is  a  de- 
voted father. 

Oddly,  despite  his  10  years  at  Dean 
Witter,  he  has  always  kept  his  family  in 
the  Windy  City.  They  live  in  a  relatively 
modest  home  in  the  Chicago  suburb  of 
Wilmette,  and  Purcell  commutes  on  the 
corporate  jet.  He  spends  three  days  in 
New  York  and  two  in  Riverwoods,  III, 
where  Discover  is  locat- 
ed. The  reason  he  has 
never  moved,  he  says,  is 
that  he  didn't  want  to 
pull  his  kids  out  of 
school.  Some  speculate 
Purcell  never  wanted  to 
get  too  far  from  head- 
quarters, which  he  says 
is  bunk.  "I'm  out  of 
town  two  or  three  nights 
a  week  no  matter  where 
I  live,"  he  says. 
OVERACHIEVER.  Despite 
his  disarming  "aw- 
shucks"  personality,  as- 
sociates say  he's  a  com- 
pulsive overachiever.  He 
was  near  the  top  of  his  class  at  Notre 
Dame,  at  the  University  of  Chicago, 
where  he  got  his  MBA,  and  at  the  London 
School  of  Economics,  where  he  earned  a 
master's  degree.  At  27,  he  became 
McKinsey's  youngest  principal  director 
and  the  firm's  youngest  managing  direc- 
tor soon  after. 

Indeed,  Purcell  knows  how  to  operate. 
In  a  grueling  second-year  business- 
school  policy  class,  Purcell  was  the  only 
one  out  of  65  students  to  get  an  A,  de- 
spite the  fact  he  worked  as  part  of  a 
four-person  team.  It  didn't  hurt  that 
Purcell  kept  the  diary  of  the  team's  pro- 
gress, which  emphasized  his  contribution 
and  was  submitted  to  the  professor.  The 
others  were  furious  when  they  found 
out  Purcell's  grade,  but  today  he's  still 
good  friends  with  them.  "That's  one  of 
his  great  skills,"  says  John  E.  Jeuck, 
professor  emeritus  at  the  University  of 
Chicago's  Graduate  School  of  Business. 
"Basically,  the  process  was  managed  so 
that  the  group's  resentment  was  chan- 
neled toward  me  and  not  Purcell." 

These  days,  Purcell  is  focusing  his 
smarts  on  some  thorny  problems  at 
Dean  Witter.  Many  think  Discover's 
19.8%  interest  rate  is  way  too  high.  Un- 
daunted, Purcell  is  currently  trying  to 
push  Sears  further  into  the  credit-card 
business  by  launching  a  new  Sears  Visa 
card.  He  insists  he  can  do  it  without 
cannibalizing  Discover,  but  he  has  had 
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THE  DIAMOND  ANNIVERSARY  BAND. 

it's  your  1st,  Stli  or  lOtk  anniversary,  tkis  year, 
teH  ker  you'd  marry  ker  all  over  again. 

A  diamond  is  forever 


Diamond  Anniversary  Band  shown,  $2,395.  Price  slightly  higher  in  Puerto  Rico  &  Hawaii. 


".Iiidi>e.  he  can  have  the  house,  the  condo  and  the  Rolls  Royce, 
hill  I  want  the  Berber  100  Fund  and  the  Berger  101  Fund." 

Any  investor  who  studies  the  charts  knows  that  our  no-load  funds  have 
achieved  an  impressive  record.  We're  proud  of  it,  but  more  important  is 
the  investment  philosophy  behind  these  outstanding  numbers.  Please  call 
for  a  prospectus  and  study  it  carefully.  The  Berger  Funds  are  offered  for  a 
ininimum  investment  of  $250. 

Berger  Associates,  Inc. 
(303)  329-0200  /  (800)  333-1001 


to  sue  Visa  for  the  right — the  banks  tha 
own  it  are  trying  to  block  the  launch 
"Visa  and  MasterCard  have  an  80%  piec 
of  the  pie  that  we're  excluded  from,' 
says  Purcell.  "We  think  we  can  attract ; 
material  piece  of  that  business."  A  jur 
trial  was  scheduled  to  begin  Sept.  30  ii 
Salt  Lake  City. 

Dean  Witter's  biggest  problem,  how 
■ever,  reflects  a  larger  quandary  a 
Sears.  With  the  retailer  sucking  up  capi 
tal,  "Phil's  most  critical  decision  is  hov 
to  fund  his  business,"  says  Nancy  S 
Donovan,  a  Dean  Witter  executive  vice 
president.  Right  now,  the  financial  ser 
vice  units  pay  hefty  internal  dividends  t( 
the  parent.  That's  why  a  credit-card  pro 
cessing  operation  called  SPS  Transactioi 
Services  had  to  spin  off  a  267'  chunl 
earlier  this  year  to  raise  $45  million  ii 
growth  capital.  The  offering  fueled  spec 
ulation  that  Sears  will  eventually  sell  i 
piece  of  Dean  Witter  to  the  public.  Bu 
Purcell  brushes  off  the  notion,  insisting 
that  neither  Dean  Witter  nor  Discovei 
faces  capital  constraints.  "When  w( 
needed  Sears,  they  stood  up  very  tall  ir 
both  businesses,"  he  says.  "It's  not  jus 
take,  take,  take.  You  have  to  give." 
OUTMODED  STORES.  Sound  like  a  gu} 
looking  at  the  big  picture?  Maybe  so 
But  Purcell  is  also  smart  enough  to  ap 
preciate  the  dilemma  faced  by  Ed  Bren 
nan.  Purcell's  boss  has  slashed  away  a< 
the  retailer's  crippling  cost  structure 
laying  off  more  than  48,000  people  in  th( 
last  two  years  alone.  Nevertheless,  the 
company's  costs  outpace  those  of  rivals 
Wal-Mart  Stores  Inc.  and  Kmart  Corp. 
and  the  bureaucracy  is  still  ponderous 
Add  to  that  outmoded  stores  in  left-be 
hind  neighborhoods,  and  the  decline 
Sears  entered  into  10  years  ago  seems 
unstoppable.  It  didn't  help  that  the  re 
tailer  has  been  buffeted  by  attorneys 
general  nationwide  with  charges  that  its 
auto  centers  cheated  customers.  Says  a 
longtime  Searsman:  "Ed  Brennan's  gol 
the  toughest  job  in  the  country."  Bren 
nan  would  not  comment  for  this  story 

Whether  Phil  Purcell  is  better  quali 
fied  to  save  Sears  is  anybody's  guess 
Ed  Telling  doesn't  advocate  dumping 
Brennan,  but  he  says,  "There's  no  ques 
tion  [Phil]  could  run  the  whole  thing. 
It's  likely  an  executive  with  Purcell's 
ambition  won't  hang  on  forever.  "My 
guess  is  he's  patiently  awaiting  what 
will  happen  at  Sears,"  says  Walter  M 
Miller,  a  friend  from  B-school  and 
McKinsey.  "He  wants  to  be  a  CEO— and 
not  under  the  aegis  of  a  larger  compa 
ny."  Purcell  seems  willing  to  take  on  the 
Sears  challenge.  But  if  the  board  wants 
him,  they  had  better  make  a  move  be- 
fore he  changes  his  mind. 

By  Leah  Nathayis  Spiro  in  New  York 
and  Julia  Flynn  in  Chicago 
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Pens  u'n'fe.  A  Waterman  expresses.  For  more  than  a  ceyitmy,  this  distincUo}!  In/s  rmautai  LOHbUinl 
In  the  precise,  painstaking  tooling.  In  the  meticulous  balancing.  In  the  elegant  styling  accented  with  precious  metals. 
For  example,  the  Rhapsody  Red  Ripple,  f  \  pictured  above,  recaptures  all  the  romance  of  its  1920s  original. 
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TRAINING  I 


UP  FROM 

THE  FACTORY  FIOOR 


An  ambitious  Detroit  effort  aims  to  turn  the  jobless  into  engineers 
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In  1987,  Gwendolyn  Vanover  was 
headed  for  chronic  unemployment. 
Recently  widowed,  with  one  son,  the 
36-year-old  Detroit  resident  had  last  held 
a  steady  job  a  decade  earlier.  Then,  she 
entered  a  training  program  run  by  Fo- 
cus: HOPE,  a  Detroit-based  civil-rights 
group.  After  nine  months  there,  Van- 
over  landed  a  machinist's  job  at  Gentz 
Industries  Inc.  in  Warren,  Mich.,  that 
eventually  paid  $9.50  an  hour.  Now,  she 
wants  more.  Vanover  has  enrolled  in  a 
six-year  program  that  Focus: 
HOPf]  is  starting  for  graduates 
of  its  Machinists  Training  In- 
stitute, one  of  the  country's 
most  successful  such  pro- 
grams. If  Vanover  hangs  in, 
she'll  get  the  equivalent  of  a 
master's  degree  in  engineer- 
ing. "If  I  stayed  at  my  old 
job,"  she  says,  "I  would  have 
just  been  a  lathe  operator." 

The  plan  is  the  most  ambi- 
tious in  Focus:  hope's  24-year 
history.  When  it  opens  in  mid- 
October,  the  group's  new  Cen- 
ter for  Advanced  Technol- 
ogies will  combine  college- 
level  engineering  courses  with 
hands-on  experience  in  a  for- 
profit  factory  (table).  The  pro- 
gram offers  inner-city  resi- 
dents a  ticket  to  the  middle 
class  and  could  also  help  the 
U.  S.  compete  in  manufactur- 
ing. As  its  engineers  bring 
years  of  practical  experience 
to  the  factories  where  they're 
hired,  "we  will  no  longer  need 
a  debate  among  13  white 
coats  to  operate  a  flexible  manufactur- 
ing system  efficiently,"  says  William  T. 
Cunningham,  the  Catholic  priest  who  is 
Focus:  hope's  executive  director.  Gary 
L.  Cowger,  executive  director  for  ad- 
vanced manufacturing  engineering  at 
General  Motors  Corp.,  agrees:  "They 
will  provide  a  skill  required  for  manufac- 
tur'ng  in  the  21st  century." 

W'lat  makes  Focus:  hope's  grandiose 
scheme  s^em  plausible  is  its  track  record 
with  machinists.  The  road  out  of  poverty 
for  its  students  usually  starts  with  re- 
medial education.  After  seven  weeks  in  a 


self-paced,  computer-driven  course,  they 
commonly  gain  two  grade  levels  in  math 
and  one  in  reading. 

This  qualifies  trainees  for  the  Machin- 
ists Institute,  where  they  take  nearly 
800  hours  of  instruction  in  such  topics  as 
applied  math  and  blueprint  reading. 
Some  600  hours  more  are  devoted  to  set- 
ting up  and  running  machine  tools.  To 
instill  real-world  standards,  training  is 
done  in  the  group's  factory.  Of  the  near- 
ly 900  graduates  so  far — two-thirds  of 


FROIW  THE  GHETTO  TO  A  MASTER'S  DEGREE 

How  the  career  of  a  typical  trainee  might  look 

Ed,  an  unemployed  inner-city  high  school  dropout,  enrolls 
in  Focus:  HOPE  and  takes  seven  weeks  of  classes  that  lift  his 
math  skills  to  1  Oth-grade  level 

Thus  prepared,  he  enters  the  center's  nine-month  skilled 
machinist  program.  His  tuition  is  paid  by  government  grants 

3 Ed  graduates  and  is  offered  an  $8.50-an-hour  machinist's 
job.  Instead,  he  enters  Focus:  HOPE's  new  Center  for 
Advanced  Technologies.  For  1 2  hours  a  week,  he  studies  en- 
gineering theory,  plus  Japanese  and  German.  He  works  an 
additional  48  hours  for  pay  in  the  center's  for-profit  factory 

In  3  years,  Ed  earns  the  equivalent  of  an  associate's  de- 
gree in  engineering,  in  4.5  years  a  bachelor's,  in  6  years 
ster 
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Uieni  minority  and  about  107c  female — 
about  90%  have  been  placed  in  jobs  pay- 
ing an  average  starting  wage  of  $8.50  an 
hour,  says  Cunningham. 

The  Center  for  Advanced  Technol- 
ogies will  try  to  apply  these  methods  to 
higher  education.  Located  in  a  former 
Ford  Motor  Co.  engine  plant,  the  center 
houses  manufacturing  equipment  on  the 
first  floor.  On  the  second,  there's  an 
electronic  library  where  students  will  do 
self-paced,  computer-directed  study. 
They'll  put  in  60  hours  a  week:  48  in  the 
factory  and  12  on  academics,  which  will 


include  German  and  Japanese.  The  cur- 
riculum is  being  developed  with  engi- 
neering departments  from  schools  such 
as  the  University  of  Michigan  and  Ohio's 
historically  black  Central  State  Universi- 
ty. They'll  ensure  that  a  center  certifi- 
cate is  the  academic  equivalent  of  a  de- 
gree from  their  own  schools. 
SOLE  SUPPLIER.  One  departure  from  tra- 
ditional engineering  education  will  be , 
the  amount  of  real-world  practice.  A  stu- 
dent studying,  say,  the  distorting  effect 
of  heat  generated  by  a  high-speed  lathi 
on  metal  alloys  will  put  theory  to  the 
test  on  the  factory  floor.  And  trainees 
won't  turn  on  a  machine  unless  the  plant 
has  an  order  for  the  part. 

The  center  already  is  moving  into  high 
gear.  The  for-profit  unit  opened  in  Janu-f 
ary,  1991,  and  has  several  million  dollars 
in  contracts,  including  one  to  be  the  sole, 
just-in-time  supplier  to  Detroit  Diesel 
Corp.  for  153  different  pulleys  used  in 
diesel  truck  engines.  "A  pulley  on  an 
engine  turning  at  2,100  rpm 
ends  up  being  a  fairly  techni- 
cal piece  of  machinery,"  says 
Detroit  Diesel  President  Lud- 
vik  F.  Koci.  "With  the  kind  of 
flexible  machining  setup  they 
have,  [the  contract]  works 
very  well." 

Such  contracts  will  pay  stu- 
dents  $7  an  hour  and  up — and 
help  cover  the  costs  of  the 
center.  Those  will  be  high, 
since  Cunningham  hopes  to 
replace  the  machinery  fre 
quently  with  next-generation 
equipment.  So  far,  he  has  paid 
for  the  center  building,  equip- 
ment, and  classrooms  v/ith 
$35  million  in  grants  from  the 
Defense  Dept.,  plus  $7  million 
from  other  government  bod- 
ies and  private  foundations. 
Eventually,  the  center  wants 
to  enroll  450  students  and 
snare  $60  million  annually  in 
for-profit  contracts — plus' 
public  grants.  Still,  says  Cun- 
ningham, "I  would  expect  no 
more  than  the  subsidy  given 
to  a  PhD,  say  $7,000  a  year  per  person." 

A  common  criticism  of  training  pro- 
grams is  that  they  tend  to  enroll  the 
best  students,  who  might  find  jobs  any- 
way. This  isn't  always  true  with  Focus: 
hope's  Machinists  Institute.  But  the 
group  wants  only  its  best  graduates  to 
try  its  new  program.  For  instance,  a 
month  before  her  language  classes  be- 
gin, Vanover  already  has  bought  Ger- 
man tapes,  so  she  can  read  foreign  tech- 
nical literature.  Like  the  center,  she 
plans  to  be  ready  for  the  21st  century. 

By  James  B.  Trcece  in  Detroit 
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The  World 
According  TO 
Business  Travel  Pros 

Advice — and  some  dissent — ^from  six  top  planners 

hen  it  comes  to  business  travel  in  the  '90s,  the  only  constant  is  that  it's 
constantly  changing.  To  help  get  a  handle  on  what's  really  going  on  out  there, 
we  asked  six  experienced  travel  planners  to  tell  us  what  the  industry  looks 
hke  from  their  side  of  the  CRT: 


Philip  G.  Davidoff,  owner,  Belair  Travel, 
Bowie,  Maryland,  and  immediate  past  presi- 
dent of  the  American  Society  of  Travel  Agents. 
Belair  is  a  full-service  agency  specializing  in 
small  commercial  accounts. 
Joanne  McHugh,  president  and  general 
manager.  Peoples  Travel,  Columbus,  Ohio,  a 
full-seiTice  agency  handling  60%  corporate 
work,  including  all  travel  planning  for 
Nationwide  Insurance  Company. 
Julie  Walton,  vice-president  of  client  ser- 
vices, Eastern  Region,  M  Travel,  Northbrook, 


Now  your  faxes  can  find 
you  even  if  your  office  can't 

Getting  your  faxes  on  the  mailbox.  Then  with  an  AT&T  Card  out  more,  just  call  1  800  446-2452. 
road  used  to  be  a  game  of  hit  or  you  can  call  and  retrieve  them  (There's  no  charge  to  get  one,  you 
miss.  But  now  with  only  pay  when  you 

AT&T  Fax  Mailbox.  Now  with  an  AT&T  Card. 

AT&T  Fax  Mailbox    use  it.)  That  way, 

your  faxes  can  be  stored  electroni-       anytime,  from  virtually  any  fax        no  matter  where  the  road  may 

cally  until  it's  convenient  machine.  To  have  us  set  up        take  you,  your  faxes  won't  get  lost. 
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for  you  to  pick  them  up.       "€««!*•         ""W^    an  AT&T  Fax  Mailbox  in 
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nois.  A  corporate  travel  management 
mpany,  IVl's  clients  include  IBM,  Gen- 
ii Dynamics,  DuPont,  Kimberly-Clark, 
(1  Dow  Chemical. 

\RK  Stratton,  president  and  owner, 
d  Terry  McCabe,  director  of  opera- 
ms,  Stratton  Travel,  Franklin  Lakes, 
■w  Jersey.  With  62  locations  in  20 
ites,  Stratton  Travel  handles  80%  cor- 
rate  travel. 

iRALD  Ephraim,  manager,  Travel  and 
'et  Services,  Eastman  Kodak  Company, 
(Chester,  New  York.  Ephraim  oversees 
ivel  policies  that  affect  26,000  East- 
in  Kodak  employees  in  the  United 
ites  and  Japan. 

)w  that  the  folks  in  Washington 
ive  ofJBcially  declared  the  recession 
er,  are  your  clients  increasing 
eir  travel? 

Julie  Walton:  Though  Washington  is 
ling  us  the  recession  is  over,  there  re- 
lins  a  very  cautious  atmosphere  out  in 
ii-porate  America.  It  is  still  not  spend- 
g  wildly  on  travel. 

Philip  Davidoff.  We're  probably  up 
)%  to  30%  over  a  year  ago  but  still  a 
lid  30%  or  35%  below  1990.  The  rea- 
in  is  twofold.  First,  there  are  fewer 
'ople  traveling  because  of  cutbacks 
iring  the  recession.  Where  a  company 
ay  have  had  ten  salespeople,  now  it 
IS  five.  Second — and  I  can't  prove 
is — I  think  fax  machines  have  made 
)mmunication  with  hard  copy  backup 
I  easy  that  they've  replaced  more  travel 
an  a  lot  of  people  reahze. 

Terry  McCabe.  Also,  many  people 
ho  stopped  traveling  out  of  necessity 
.iring  the  Gulf  War  discovered  they 
)n't  need  to  travel  as  often  as  they  did 
?fore. 

Walton:  To  my  mind,  this  has  been  an 
dustry-based  recession.  The  pharma- 
?utical  industry  is  beginning  to  reaUze 
e  need  to  tighten  its  belt  hke  the  rest  of 
le  world.  The  defense  industry,  of 
xirse,  has  been  through,  and  will  con- 
nue  to  go  through,  some  very  hard 
mes.  Computer  companies,  too.  But  at 


• 

the  same  time,  chemical  companies  are 
doing  extremely  well. 

How  does  a  big  corporation  like 
Eastman  Kodak  keep  its  travel 
budget  in  line  during  hard  times? 

Gerald  Ephraim:  We  recently  changed 
our  travel  policy  regarding  what  class  of 
service  people  can  fly  to  the  Far  East.  Pre- 
viously, they  went  first  class.  Now  it's  busi- 
ness [class].  We  still  allow  them  to  fly 
business  to  Europe  and  elsewhere, 
thougli.  We've  also  put  a  cap  on  the  hotel 
rates  our  travelers  pay  We  follow  the  gov- 
ernment per  diem  to  determine  what  will 
be  allowed  in  individual  cities. 

Is  it  fair  to  say  that  this  recession 
really  hurt  the  white-collar  worker, 
the  traditional  business  traveler? 

Walton:  There  have  been,  and  will 
continue  to  be,  a  lot  of  white-collar  lay- 
offs. Those  who've  survived  are  now  do- 


ing the  jobs  of  two  or  three  people.  So 
time  is  a  factor  and  traveling  is  time- 
consuming.  The  upshot  is  that  people 
are  managing  their  business  travel  much 
more  intelligently  than  they  were  before 
this  recession. 

Do  you  think  this  cost  conscious- 
ness will  stick? 

Walton:  One  sign  occurred  when  the 
new  lower  airfares  were  introduced  this 
past  spring.  Business  people  did  not  run 
out  and  say,  boy  I  can  travel  hke  crazy 
now  because  I  can  get  two  trips  for  the 
price  of  one. 

What  about  all  the  new  fares. 
Are  they  really  a  good  deal  or  are 
they  just  a  smoke  screen? 

Walton:  They're  for  real.  My  cus- 
tomers are  saving  on  average  20%. 
There  are  exceptions,  however.  For 
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companies  that  had  a  preponderance  of 
negotiated  airfares,  the  current  fares  are 
about  what  the  negotiated  rates  were 
before. 

Davidoff.  The  companies  I  work  with 
never  (juahfied  for  the  huge  corporate 
discounts  that  the  IBMs  and  AT&Ts 
earned.  When  my  business  travelers  had 
to  pay  $600  to  fly  to  Detroit,  it  w;ls  a  ht- 
tle  ridiculous.  So  the  new  airfares  have 
helped  my  chents  a  lot. 

McHugh:  Most  of  my  clients  didn't  re- 
alize that  the  new  fares  have  restrictions, 
too.  if  they  had  five  or  six  people  travel- 
ing somewhere,  they'd  think  that  they'd 
all  get  the  lowest  fare.  One  or  two  might 
but  the  rest  might  not. 

Sounds  like  you  spent  a  lot  of  time 
explaining  life  according  to  the 
airlines  to  your  clients. 

McHiigb:  I'm  still  explaining... 
Davidoff:  I  like  the  new  fares  be- 
cause, iilthough  not  refundable,  they  can 


be  exchanged  for  only  $25.  People  are 
more  likely  to  take  a  chance  and  say, 
well,  I'll  probably  be  going,  but  if  I 
don't,  all  I've  lost  is  $25. 

Ephraim:  They've  cheapened  our 
cost  of  travel,  but  1  think  only  for  the 
short-term.  We're  already  seeing  the 
fares  creep  back  up. 

What  is  the  single  deciding  factor 
that  makes  a  client  choose  one  air- 
line over  another? 

Mark  St  rattan:  [American  Airlines 
Chairman]  Mr.  Crandall  answered  that 
question  in  1981  when  he  came  out  with 
the  American  Airhnes  AAdvantage  pro- 
gram. 

So  frequent  flyer  programs  are  the 
number  one  consideration? 

St  rat  ton:  Lnless  there's  a  very  strong 
coiporate  pohcy,  which  the  traveler  can- 
not violate,  yes. 

McCabe:  Especially  since  the  new  air- 


fares came  out.  They  made  the  playing 
field  more  level.  In  other  words,  if  there 
are  any  corporate  discounts  out  there, 
they're  probably  in  the  neighborhood  of 
only  5%  to  7%.  That  kind  of  discount  on 
a  $500  ticket  is  so  small  that  most  com- 
panies won't  argue  if  an  employee 
chooses  an  airline  because  of  its  fre- 
quent flyer  program. 

Davidoff:  The  traveler  looks  at  those 
frequent  flyer  points  as  his  reward  for 
doing  battle,  so  to  speak. 

McHugh:  Most  of  my  clients  look  at 
the  schedule  first,  then  the  cost.  You  can 
book  them  on  a  cheaper  flight,  but  if 
they're  spending  three,  four  hours  in  an 
airport  for  a  layover,  that  certainly 
doesn't  help  them. 

What's  the  deciding  factor  when  it 
comes  to  picking  a  hotel? 

McHugh:  Most  of  the  larger  corpora- 
tions have  negotiated  rates,  so  those 
properties  will  be  first  preference. 

Even  if  the  hotel  is  out  of  the  way? 

Walton:  Yes,  travelers  want  to  stay  as 
close  as  possible  to  their  destination,  or 
near  the  airport  if  they're  on  an  early 
morning  flight.  But  most  company  plan- 
ners negotiate  rates  near  where  their 
travelers  are  going  anyway. 

Davidoff:  We're  finding  our  travelers 
particularly  interested  in  avoiding  the 
deluxe  hotels  and  staying  at  midpriced 
properties  such  as  Sheraton.  Or  else  they 
want  something  like  an  Embassy  Suites 
or  a  Hawlhom  Suites  that  can  provide  a 
little  more  room  and  comfort  but  at  the 
same  cost  ;is  a  midpriced  hotel, 

McHugh:  Security  is  a  concern  for 
some  of  our  travelers.  One  woman  told 
me  she  felt  safer  knowing  that  the  hotel 
she  stayed  in  had  a  special  floor  for 
women  with  24-hour  security. 

And  car  rentals? 

Davidoff:  Ease  of  access  remains  the 
priority  We've  had  clients  who've  tried 
some  of  the  smaller  rental  companies, 
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AFTER  PUTTING  EACH  OF  OUR 
HOTELS  THROUGH  900  DIFFERENT 
TESTS  THERE'S  ONE  MORE 
THING  WE  DEMAND  OF  THEM. 


It's  not  easy  to  become 
a  Preferred  Hotel. 

To  be  accepted  for 
membership  a  hotel  must 
submit  to  one  of  the  most 
exhaustive  and  demanding 
examinations  imaginable. 

If  they  pass  these 
tests  (90%  do  not),  there's 
one  last  condition  they  must 
meet:  They  must  welcome 
the  American  Express®  Card. 

You  see,  the  American 
Express  Card  is  accepted 
everywhere  Preferred  Hotels" 
are  located.  And  there  are 


more  than  1700  American 
Express  travel  locations* 
worldwide  to  help  guests 
with  travel  plans.  Plus,  only 
the  American  Express  Card 
offers  Global  Assist^"^  for 
worldwide  emergency  medi- 
cal and  legal  referrals. 

There  are  over 
300,000  hotels  and  resorts 


i<Em 


Hotels  &  Resorts 


in  the  world.  At  present, 
only  105  are  Preferred.  And 
every  one  of  them  proudly 
welcomes  the  American 
Express  Card. 

For  a  free  directory 
of  all  105  Preferred  Hotels 
and  Resorts  Worldwide,  call 
1-800-237-7254. 

Or  call  your  travel 
agent  and  ask  if  there's  a 
Preferred  Hotel  where  you're 
planning  to  visit.  And  be 
sure  to  ask  for  an  American 
Express"  Card  Assured 
Reservation**  when  you  call. 


EXJiRESS 


Cards 


*  Travel  Service  locations  of  American  Express  Travel  Related  Services  Company,  Inc.,  its  affiliates  and  Representatives. 
**Be  sure  to  ask  about  restrictions  and  cancellation  requirements  when  you  call. 
©1992  Preferred  Hotels"  &  Resorts  Worldwide.  All  rights  reserved. 
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but  tliey  just  didn't  provide  the  level  of 
service  needed.  For  the  owner,  presi- 
dent, or  sales  manager  of  a  small  firm  to 
waste  an  hour  isn't  woilh  a  $20  savings. 

You're  talking  about  the  difference 
between  on-  and  off-airport  car 
rental  companies,  right? 

Davidoff:  That's  right.  For  example, 
until  Alamo  came  up  with  its  .'Uamo  Ex- 
press, where  you  get  in  the  bus  and  go 
directly  to  your  car,  our  business  travel- 
ers wouldn't  go  near  Alamo,  especially 
in  Florida  where  they  might  have  to  wait 
40  minutes  behind  a  bunch  of  people  in 
Bermuda  shorts. 

Epbmini:  We  have  never  used  off-air- 
poil  rent;il  companies.  Our  mission  is  to 
have  our  travelers  get  to  where  they're 
going  in  a  timely,  efficient  manner.  I 
don't  want  our  travelers  getting  to  an  iiir- 
poil  and  having  to  spend  another  hour 
just  getting  their  car 

You're  all  experienced  travel  plan- 
ners. Are  there  any  travel  secrets 
you've  picked  up  over  the  years  that 
you'd  care  to  share? 

Davidoff.  One  of  the  most  horrible 
airports  in  the  world — Westchester 
County  iiii-poil — is  in  one  of  the  richest 
counties  in  the  world.  But  I  recommend 
it  because  it's  exceedingly  convenient  for 
people  doing  business  in  White  Plains  or 
Larchmont,  for  example.  But  rent  a  car 
because  the  tiixi  service  is  awful. 

McHiigh:  A  lot  of  my  clients  doing 
business  in  southern  California  avoid 
lAX  and  use  Santa  Ana  instead  if  they're 
going  south,  or  Ontario  if  they're  going 
east. 

Walton:  Kjiowing  that  carriers  hold 
some  20%  of  seat  assignments  for  air- 
port check-in,  I  advise  clients  who  are 
unhappy  with  their  seats  to  ask  for 
something  better  at  the  gate.  Nine  times 
out  of  ten,  they're  able  to  sit  where  they 
want  just  by  reconfirming  at  the  aii-port. 

McCabe:  It's  a  simple  thing,  but  we 
advise  clients  to  check  at  the  front  desk 
when  they  arrive  at  their  hotel  to  make 


FREQUENT  TRAVELER 


sure  they've  gotten  the  best  rate.  Many 
times,  local  specials  are  available.  Or 
perhaps  they'll  be  upgraded. 

Epbraini.  We've  told  our  travelers 
planning  to  go  to  the  West  Coast  on  a 
Sunday  that  if  they  go  out  a  day  earlier, 
we'll  reimburse  their  hotel  and  food.  The 
iiiifare  savings  offset  by  about  five  to  one 
the  additional  cost  of  the  room  and 
me;ils,  and  the  employee  gets  to  spend  a 
weekend  in  Los  Angeles  or  San  Francisco. 

Airline  consolidation  has  been  in 
the  news  for  the  past  couple  of 
years.  Will  this  trend  continue  and 
if  so.  is  it  a  good  thing  for  business 
travelers? 

Davidoff:  I'll  be  amazed  if  evei7  air- 
line flying  today  |  early  July  |  is  still  flying 
when  this  article  is  published. 

McHiigb:  It  certainly  affected  our 
travelers  adversely  when  Eastern  went 
out  of  business.  Fares  from  Columbus, 
Ohio,  to  Atlanta  and  Florida  more  than 
doubled. 

Stmtton:  All  consolidation  means  is 
that  travelers  will  have  to  go  back  to  pay- 
ing the  fair  value  for  the  tnp.  Right  now, 
nobody's  doing  that.  If  everybody  were, 


airlines  wouldn't  be  losing  two  biUion  j 
dollars  annually.  The  American  con-  [ 
sumer  wants  new  planes,  good  meals,  i 
and  highly  skilled  pilots  and  crews,  but  a 
they  don't  want  to  pay  for  them. 

McCabe:  What  isn't  fair  is  when  an 
airline  in  Chapter  Eleven  is  allowed  to 
discount  fares,  forcing  healthier  carriers 
to  match  them.  Eventually,  the  person 
who'll  pay  is  the  consumer,  either  be- 
cause the  airlines  will  be  re-regulated  or 
because  the  b;uikrupt  airUnes  will  go  out 
of  business  anyway,  and  they'll  still  be 
stuck  with  only  three  or  four  carriers. 

McHugb:  There  should  be  some  sort 
of  formula  that  the  bankruptcy  judges 
use  that  says.  You,  Airhne  X,  if  you  want 
protection  from  the  court,  cannot  lower 
your  airfares  below  a  certain  price.  I 
mean,  how  many  carriers  need  to  go  out 
before  someone  does  something? 

Let's  get  out  your  wish  lists  and  tell 
me  the  single  thing  the  travel  in- 
dustry could  do  to  make  your 
clients'  lives  easier. 

Walton:  I'd  really  love  to  see  contin- 
ued simplification  of  the  rate  structure. 
You  can't  believe  how  much  effort  goes 
into  dealing  with  fares.  Is  this  the  lowest 
rate?  Why  didn't  I  get  the  lowest  rate? 
Why  does  the  guy  sitting  next  to  me  have 
a  ticket  that's  half  the  price  of  mine? 

tf)braim:  The  thing  I'd  like  to 
see — and  it's  something  that  will  never 
happen — is  more  nonstop  service.  Our 
travelers  spend  too  much  time  waiting  in 
airports  and  changing  planes.  I'd  also 
hke  to  see  things  quiet  down  in  the  car 
rental  business.  Right  now  we're  in  the 
middle  of  a  price  war  and  they're  killing 
each  other 

Davidoff.  I'd  like  to  see  technology 
implemented  that  allows  travelers  to 
p;uss  their  ticket  coupon  through  an  au- 
tomatic reader  and  get  a  boarding  pass 
right  at  the  gate.  It  would  speed  up  the 
whole  process  of  getting  into  and  out  of 
the  airport.  I  think  we'll  see  something 
on  that  order  in  place  within  the  next 
three  years.  □ 
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In  beven  Days, 

This  Satellite  Could  Go  From  The  U.S.  To  Italy 
274  Times  Without  Stopping. 


Even  Alitalia  Doesn't  Have  That  Many  Nonstops 
Each  Week  To  Italy 


But  Alitalia  does  fly  the  most  nonstops 
from  New  York,  Boston,  Miami,  Chicago  and  Los  Angeles 

to  Rome  and  Milan. 
So  getting  to  Italy  is  easier  on  Alitalia 
because  you  get  so  many  more  choices  of  departure  times. 

With  every  flight  on  a  widebody. 
Unsurpassed  Spaciousness  And 
Freedom  Of  Movement. 
Alitalia  has  a  most  exclusive  First  Class  and  a  Business  Class 
unsurpassed  in  spaciousness.  The  food, 
wine  and  service  in  euery  class 
turn  your  plane  into  a  pleasure  craft. 
No-H£issle  Connections 
To  115  Cities  In  57  Countries. 
So,  if  Italy  is  your  final  destination,  or  your  connection 
to  one  of  the  115  cities  in  the  57 countries  we  serve,  and  you 
want  the  easiest  nonstops,  start  by  calling  Alitalia. 
Alitalia's  nonstops  to  Italy  Frequent,  fast  and 
a  vast  amount  of  inner  space  to  roam  around  in. 
For  information  or  reservations,  call  your  travel  agent  or 

Alitalia  at  1-800-223-5730. 


Alitalia  is  a  participant  in  the  .^Tl  I  S  k4F%  I  ■  ^^^^ 

mileage  programs  of  III  ^~^^|  I  |  '■^^"t^ 


Continental,  United  and  USAir. 


Alitalia  first  The  rest  is  easy. 
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CALLING  CARDS: 
THE  NEXT 
GENERATION 

RKMEMBKR  WHEN  AT&T  WAS 
the  only  game  in  town?  Well,  now  the 
game  has  moved  beyond  even  Ma  Bell's 
two  main  rivals,  MCI  and  Sprint.  A  North 
Carolina  fimi  markets  a  travel-oriented 
calhng  card  program,  called  the  Help 
Connection,  through  travel  agencies.  The 
service,  accessed  by  dialing  a  toll-free 
number  and  available  free  to  consumers, 
can  be  used  in  the  United  States  and  32 
other  countries.  Company  offici;ds  say 
calhng  charges,  which  are  billed 
to  charge  or  credit  card 
accounts,  are 


generally  less  expensive  than  those  of 
standard  long-distance  carriers  (a  half- 
hour  daytime  call  from  New  \'ork  to  San 
Francisco  will  save  up  to  a  dollar  over 
other  rates,  for  example).  For  good  mea- 
sure, the  Help  Connection  throws  in  an 
;Lssistance  line  offering  access  to  transla- 
tion, medical,  legal,  and  other  sei'vices. 
For  information  call  800-788-1739. 

The  Metromedia  CiilHng  Card,  which 
also  uses  a  toll-free  access  number,  puts 
less  emphasis  on  its  rates — which  it  says 
are  competitive  with  the  top  three^ — than 
its  superior  sei"vice.  Metromedia  has  the 
widest  hst  of  countries  to  which  it  is 


possible  to  dial  from  over-  -fc- 
seas,  and  calls  to  these  \^ 
countries  don't  involve  any 
additional  cost  beyond  standard 
long-distance  charges.  Metrome- 
dia Card  costs  $  1 5  a  year  For 
more  information  call  800-275-2776. 

The  recently  introduced  ConQuest 
Travel  Card  features  personal  operator 
assistance,  billing  flexibihty,  and  5%  to 
25%  discounts  off  MCI's,  Sprint's,  and 
AT&T's  calling  card  rates.  There  is  also 
a  hotel,  rental  car,  and  ;iirhne  reserva- 
tions system  as  well  as  news,  sports, 
and  weather  information. 
For  details  Cixll  800-955-1313. 


MANY  HAPPY 
RETURNS 

Anyone  who  has  faced  the  customs 
and  immigration  nightmares  at  big 
U.S.  airports  will  appreciate  efforts 
by  the  U.S.  Immigration  and  Natu- 
ralization Service  (INS)  to  set  up 
special  processing  facilities  at  Lon- 
don's Heathrow  and  Gatwick  air- 
ports for  stateside-bound  passen- 
gers. Such  arrangements  have 
been  in  place  in  seven  Canadian 
transit  points  since  the  1950s,  at 
Shannon,  Ireland's  airport,  since 
1989,  and  more  recently  in  parts  of 
the  Western  Hemisphere  such  as 
Bermuda  and  Aruba.  An  INS 
spokeswoman  said  a  permanent 
system  could  be  in  place  in  London 
by  the  end  of  this  year,  in  a  prelimi- 
nary test  of  INS  preclearance  on 
selected  flights  from  Heathrow  and 
Gatwick,  travelers  got  through  im- 
migration in  about  seven  minutes. 
Compare  that  to  delays  of  up  to  two 
hours  at  some  American  airports, 
and  pray  that  this  becomes  a  trend. 


CATCHING 
THE  AIRWAVES 


ANNOYED  THAT  THE  LAST  GAME  OF 
the  play-offs  falls  right  during  your 
flight  to  Akron?  You,  along  with  count- 
less others  who  simply  can't  bear  to  be 
out  of  touch  with  events  on  terra  fimia, 
are  the  perfect  audience  for  a  pair  of 
competing  sei'vices  that  hope  to  make 
hve  radio  broadcasts  as  commonplace 
on  planes  as  sdted  peanuts.  First  out  of 
the  gate  is  USA  Today  Sky  Radio,  a  sin- 
gle-channel program  rotating  news, 
weather,  and  financial  news  in  addition 
to  hve  sporting  events.  Sky  Radio  (not  to 
be  confused  with  Sky  News,  a  European- 
produced  in-flight  program  found  on 
some  international  flights)  premiered  in 
August  on  Delta  and  United. 

The  competition,  an  unnamed  service 
from  In-Fhght  Phone,  hopes  to  be  on 
one  "very  large  carrier,"  as  a  spokesman 
put  it,  by  the  end  of  this  year  In-Fhght 
will  offer  a  similar  array  of  broadcasts 
as  part  of  a  menu  that  includes  ;ur-to- 
ground  voice  and  data  communications, 
travel  and  hotel  reservations,  and  video 
games.  But  programming  will  be  done 
by  various  commercial  networks, 
which  will  charge  for  live  sporting 
events  on  a  pay-per-hsten  basis.  Instead 
of  a  couple  of  channels  like  Sky  Radio's, 
In-Flight  listeners  can  dial  hop  among  a 
broadcaster's  dozen. 
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RENTING  A 
MOBILE  OFFICE 

rHHSE  DAYS  BUSINESS  TRAVELERS 
on  the  road  can  stay  plugged  in  bet- 
T  tlian  ever,  thanks  to  all  manner  of  ma- 
hinery — from  cellular  phones  to  f;ixes 
nd  more.  Hertz  is  the  leader  when  it 
omes  to  phones,  with  phone-equipped 
iitos  in  40  cities  and  portables  available 
1  30  more.  If  the  unit  is  already  installed 
1  the  car,  users  pay  a  flat  $  1 .25  per  call, 
lus  another  $  1 .50  a  minute;  portable 
hones  cost  $4.95  a  day,  plus  $1.65  per 
linute  of  usage  time.  In  both  cases  regu- 
u"  long-distance  charges  must  also  be 
aid,  of  course.  In  most  cases,  car 
hones  are  activated  by  credit  cards,  ex- 
ept  at  National,  where  usage  fees  appear 
irectly  on  the  car  rental  bill. 

Avis  goes  even  further,  renting  out  lap- 
)p  computers  and  fax  machines  for 
49.95  a  day  Alamo  plans  to  introduce 
eeper  service  (and  currently  offers 
?isure  renters  in  Orlando,  Florida,  the 
ption  to  take  a  camcorder  along,  for 
10  to  $15  a  day).  But  for  major  techno- 
nthusiasts  ,  Avis  has  introduced  an  in- 
ar  computerized  navigation  system 
ailed  TravTek.  While  en  route  drivers 
an  consult  video-map  displays,  on- 
creen  and  auditoiy  driving  directions, 
iid  traffic  reports.  The  system  is  now  in 
ilace  in  Orlando,  and  a  variation  of  it 
an  be  found  in  cars  at  Avis'  San  Jose, 
lahfornia  depot.  Hertz  and  Budget  also 
•rovide  computerized  directions  in  many 
if  their  city  locations  but  only  at  the 
ental  counters  themselves. 


Lone,  The  VIFs  Choice 


"The  service 
mainly.  It's 
impeccable." 


HOja^LOTTE 


Member  in  Seoul,  Korea 


'We're  pleased  chat  a  good  and  growing  jiumber  of  our  gucsis 
come  back  to  stay  with  us 

Why?  As  Mr  Moore  ot  Asia  Pacific  Marketing,  explains, 
it's  the  "impeccable  sci^'ice"  they  appreciate  most 
"Discrete  and  unobtrusive,"  in  Mr  Moore's  words 

While  the  reasons  vary  from  one  return  guest  to  the  next, 
they  all  share  an  uncompromising  taste  for  excellence 

And  at  Lotte  they  find  excellence  in  service  and  facilities 

Shouldn't  the  Lotte  be  vout  hotel  in  SeouP 


For  Reservations:  New  York:  (201)  944.1117.  Toll  Free  800-22  LOTTE.  LA  (310)  540-7010.  Toll  Free  800-24  LOTTE,  London  (071)  323-3712/4 
Hotel  Lotte;  C  PO  Box  3500  Seoul.  Tel  (02)  771-1000.  Telex  LOTTEHO  K23533/4.  Fax:  (02)  752-3758.  Cable  HOTELOTTE 


AIR  MILES 
TOGO 


WHEN  A  BOSTON 
consumer  outfit  (llC^ 
decided  to  introduce  a  plan  to  encourage 
shoppers  to  purchase  specific  products 
and  seiTices  in  exchange  for  iiirline 
mileage  points  toward  coach  tickets  on 
Americiui,  United,  USAir,  and  Air  Canada, 
it  seemed  hke  a  stroke  of  genius.  Air 
Miles  was  launched  l-ast  April  with  great 
fanfare,  and  its  coordinators  at  the  Loyal- 
ty Management  Group  say  things  are  go- 
ing swimmingly. 

So  is  it  worth  it?  It  -all  depends.  It 
doesn't  hurt  to  enroll,  since  there's  no 
membership  fee.  But  the  list  of  vendors  is 
still  somewhat  hmited,  so  you'd  have  to 
buy  an  awful  lot  of  mag-azines  or  eye- 
glasses or  charcoal  briquettes  to  rack  up 
a  usable  number  of  points.  Indeed,  Loy- 
alty Management  Group  says  most  con- 
sumers wiU  accRie  an  average  of  1 ,000 
points  in  the  first  year  of  the  program. 
As  an  added  twist,  some  businesses 


are  now  awarding  Air  Miles  points  to  em- 
ployees iLs  performance-boosting  incen- 
tives. Xerox,  for  example,  provides  Air 
Miles  vouchers  to  employees  who  fulfill  a 
given  s;iles  c|uota;  right  now  about  a 
dozen  firms  participate  in  the  program. 


EASTERN  AIRPORTS: 
NEW  AND  IMPROVED 

THE  GRE:AT  AIRPORT  BUILDING/ 
expansion  boom  of  the  1990s  is 
gathering  momentum.  This  month  marks 
the  opening  of  the  new  bilhon-dollar 
Pittsburgh  Intemationiil  aii-port,  now  the 
third  largest  in  the  United  States. 
Planners  say  tiie  most  common 
passenger  compkiints  about  the  city's  old 
facility — crowded  terminals  and  inter- 
minable customs  delays — have  been 
eased.  In  New  York,  travelers  get  their 
first  look  at  LaGuardia  iiirjiort's  much- 
needed,  $750  milhon  face-lift,  featuring 
an  expanded  anivals  temiin;il  and  easier 
access  to  ground  transportation.  □ 
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We  fly  more  business  travellers  t( 


Our  cUtcntivc  stati  will  make  sure  you  arrive  refreshed  and  ready  to  do  business,  vvhatevc 


ore  places  than  any  other  airline. 


ntry  you  set  foot  in.  It's  ilic  wiiy  ii'c  iimkc  you  feel  that  makes  us  the  world's  favourite  airline. 

 BRITISH  AI  RWAYS  

The  world's  favourite  airline.*' 
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Hotels  TMT 
Mean  Business 

A  guide  to  who's  who 
in  Europe  and  Asia 


Not  long  ago,  business  travelers  heading  overseiis  had 
a  fairly  hniited  choice  of  accommodations.  Hilton 
offered  an  American-style  experience  in  foreign  cap- 
itals; Inter-Continental  ventured  into  the  exotic  locales 
sei'ved  by  its  original  owner,  Pan  Am.  And  major  cities  had 
one  or  two  grand  old  hotels  that  though  invariably  charm- 
ing, didn't  necessarily  serve  up  all  the  comforts  of  home. 

Today,  the  number  of  chains  offering  lodging  options  is  astounding. 
And  while  it  makes  hfe  easier  for  business  travelers  abroad,  prolifera- 
tion has  caused  conhision. 

After  all,  each  chain  promises  superb  services;  most  offer  toll  free 
numbers;  and  some  operate  hotels  in  different  categories — luxury  and 
first  class,  or  even  mid-market,  for  instance.  There  are  also  associa- 
tions and  companies  that  handle  only  reservations  and  marketing, 
while  others  run  and  own  properties  as  well. 

To  help  put  things  in  perspective,  we've  put  together  a  selection  and 
brief  overview  of  overseas  hotel  chains  and  associations,  with  their  toU 
free  reservation  numbers.  Some  may  be  famihar  because  they  also  op- 
erate in  North  America;  some  may  be  distinctly  "foreign"  but  worth 
keeping  in  mind  for  travelers  open  to  a  new  kind  of  experience. 


ANA  (80()-ANA-HOTH1,S):  This  chain  is 
owned  by  the  Japanese  airhne  of  the  same 
name  and,  according  to  Paul  Carohui, 
vice-president  sales  and  marketing,  of 
Aj\A  LISA,  inc.,  its  goiil  is  to  open  hotels  in 
the  carrier's  primaiy  and  secondaiy  mar- 
kets (for  example,  the  ANA  Hotel  Tokyo 
:uid  the  ANA  San  Francisco,  formerly  the 
Meridien).  ANA  hotels  tend  to  be  large, 


averaging  400  to  700  rooms  in  major 
Asian  and  Pacific  business  centers,  as 
well  iLs  in  Austr;ilia  and  the  L'nited  States. 

CiGA  Hotels  (800-221-2340):  cigais 

best  known  for  its  locations — some  of 
tuirope's  grandest  palaces  and  other 
landmark  buildings — including  the 
Meurice  in  Paris,  the  Gritti  Palace  and 


Peninsula  Hotel  In  Hong  Kong 


Danieli  in  Venice,  and  le  Grand  in  Rome. 
Currently  owned  by  a  group  of  investors 
led  by  the  Aga  Kli;ui.  the  compiuiy's  stiitely 
buildings  are  generally  marked  by  high 
ceilings,  wide  corridors,  inlaid  wood, 
lush  fabric  and  carpets,  and  antiques. 
Still,  Ciga  is  geared  toward  business  trav- 
elers, with  a  slew  of  modem  communica- 
tions equipment  available. 

Concorde  (8OO-888-4747):  Travelers 
familiar  with  this  name  know  it  as  a 
worldwide  network  of  associated  hotels 
for  which  it  provides  marketing  and 
reservations.  However,  the  chain  itself, 
wliich  is  owned  by  the  Taittinger  family  of 
Champagne  fame,  owns  13  hotels  in 
France  and  also  manages  properties 
throughout  Europe  and  Asia.  Best  laiown 
is  the  Hotel  de  (]rillon  in  Paris.  Concorde, 
whose  associated  hotels  include  the  Park 
Lane  in  London  and  the  Miguel  Angel  in 
Madrid,  breaks  down  its  members  into 


Your  Most  Important  Business  Tool 
Shouldn't  Keep  You  Tied  Up. 


I 


f  you  make  a  living  on  the  road, 
then  you  know  keeping  in  touch  can 
mean  being  tied  to  a  phone.  But 
now  there's  a  way  to  break  free. 
With  MobileComm®  Nationwide 
Messaging  Service. 

America's 
Most  Complete 
Paging  Service. 

Our  unrivaled  nationwide 
coverage  can  keep  you  in  touch 
in  more  places  with  clients,  col- 
leagues, family  and  hnends.  All 
with  easy-to-use  800#  access. 


Convenient 
Regional  Coverage. 

Just  need  a  region?  No  problem, 
you  can  choose  the  region  that's  right 
for  you.  So  you  won't  be  paying 
for  coverage  you  don't  need. 
And  now  you  can  get  Canadian 
coverage. 


Nationwide 
Text  Messaging. 

MobileComm  Nationwide 
Messaging  lets  you  receive  text 
messages  most  anywhere  coast  to 
coast.  So  you  get  up-to-the-minute 
messages  without  ever  touching  a 
phone.  We  also  have  digital  paging 
and  advanced  voice  mail.  Plus 
you  can  count  on  our  20  years  of 
paging  experience  and  the  newest 
in  Motorola  pagers. 

So  don't  stay  tied  to  a  phone. 
Get  MobileComm  Nationwide 
Messaging.  Call  now  for  more 
information. 


1-800-685-5555 

ext.  80 

MobileComm' 


A  BELLSOUTH  Company^ 


Everything  you  expectjrom  a  leader' 
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four  categories:  gold,  red,  blue,  and 
green — ranging  from  grand  old  palatial 
hotels  to  comfortable  first-chtss  facilities. 

Forte  {800-255-3050):  This  is  a  huge, 
British-based  chain  that  appeals  to  every 
level  of  the  market  with  different  brand- 
name  products.  Us  Exclusive  group  in- 
cludes such  properties  as  the  Grosvenor 
House  in  London  and  the  (ieorge  V  in 
Paris.  The  chain's  Forte  Posthouse  and 
the  Forte  Crest  hotels  are  aimed  primari- 
ly at  Kuropean  business  travelers  and 
offer  moderate  rales  and  comfortable 
furnishings. 

Hilton  International  (soohil 

TO.NS):  Long  separated  from  North 
America-based  Hilton  Hotels  (except  for 
the  reservations  number  and  some  mar- 
keting programs),  this  group  is  owned 
by  Ladbroke,  the  British  bookmaking  gi- 
ant. Operating  around  the  world — from 
Adei.iide  to  Zurich — Hilton  Internation- 
al focuses  its  efforts  squarely  at  business 
travelers  seeking  modern  services  and 


facilities,  such  as  business  centers  and 
executive  floors  with  separate  check-in 
and  checkout,  breakfast,  and  informal 
meeting  areas.  The  chain's  style  may  be 
sampled  domestically  at  hotels  under  the 
Vista  name  in  New  York,  Pittsburgh,  and 
Minneapohs. 

Inter-Continental  (800-327-0200); 

Since  its  Pan  Am  days,  this  chain  has  al- 
ways been  one  step  ahead  of  its  interna- 
tional business  guest.  Now  Japanese- 


The  view  from  Ciga's  Hotel  Danieli 


owned,  IHC  offers  regulars  its  six  Conti- 
nents Club,  which  provides  upgrades 
and  other  extras.  The  chain's  overall  ' 
mission,  say  executives,  is  to  be  "the 
best  business  hotel  in  town." 

Jolly  (8OO-22 1-2626;  in  New  York 
State  800-247-1277):  This  Italian-based 
company  operates  first-class  hotels, 
mostly  in  Italy  (including  four  in  Milan), 
but  recently  expanded  to  other  Euro-  ; 
pean  cities,  including  Amsterdam  (Jolly  j 
Hotel  Carlton),  Brussels  (Jolly  Hotel  At-  i 
lanta  and  Du  Grand  Sablon),  and  Paris  j 
(Jolly  Hotel  Lotti).  None  of  the  proper-  i 
ties  (31  in  all)  are  glitzy,  but  all  are  ; 
comfortable,  and  in  the  context  of  Itahan  ! 
hotel  prices — probably  the  highest  in  I 
Europe — comparatively  inexpensive.  i 

KeMPINSKI  (800-426-3135):  After  a 
flurry  of  reports  about  a  possible  merger 
with  Meridien — which  ultimately  fell 
through— this  chain,  43%  of  which  is 
owned  by  Lufthansa,  has  decided  to  go  it 
alone.  There  are  about  20  Kempinski 
hotels  worldwide — in  Europe,  Asia, 
South  America,  and  North  Amer- 
ica— -primarily  geared  to  liigh-end  trav- 
elers such  as  company  presidents  and  ' 
CEOs,  and  offering  lavish  furnishings,  . 
fine  restaurants,  and  a  staff  trained  to 
say  "yes"  to  any  request. 

Mandarin  Oriemal  (800-526-6566): 

This  is  a  name  that  always  appears  on 
lists  of  the  worid's  best  hotels,  especially 
the  group's  location  in  Bangkok,  often 
rated  number  one.  Except  for  its  San 
Francisco  site,  though.  Mandarin  Orien- 
tal operates  only  in  Asia.  Rooms,  service, 
restaurants,  business  services,  and  fit- 
ness facihties  are  all  of  the  highest  stan- 
dard. For  instance,  350  Bresse  chicks 
were  brought  from  France  to  Bangkok 
recently  to  improve  the  quahty  of  chick- 
ens in  the  hotel's  restaurants. 

Meridien  (800-543-4300):  Despite 

numerous  locations  around  the  world, 
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SPAIN? 


So  you  thought  this  was  the  old 
country  where  Ponce  de  Leon 
once  romped,  where  flamenco 
and  latin  guitar  stir  romance  in 
each  beating  heart,  where 
country  Inns  called  "Paradores" 
welcome  the  explorer  from  afar, 
where  cannons  still  point  out  to 
sea  from  ancient  forts  that  once 
repelled  the  great  Sir  Francis 
Drake  himself.  It  is.  Only  this  old 
country  lies  right  in  your  own 
balmy  Caribbean,  with  up-to-the- 
minute  luxuries  in  top-rated 
resorts,  and  150  white  sand 
beaches  you  can  sink  your  toes 
in  within  hours  if  you  leave  right 
now. 


DISCOVER  THE  NEW  OLD  WORLD. 
PUERTO  RICO. 


The  Shining  Star  Of  The  Caribbean* 

For  a  free  color  brochure  call  1-800-866-STAR,  Ext.  64102 
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this  cli;iin,  mostly  owned  by  .^ir  France, 
lias  a  distinctly  French  look  and  feel. 
Meridiens  are  not  the  most  luxurious  es- 
tablishments, but  they  always  offer  fine 
cuisine,  and  several  programs,  including 
L'lnvitation  and  La  Carte  Noire,  provide 
regular  guests  with  guaranteed  rooms, 
upgrades,  and  special  amenities. 

MOVENPICK  (800-33.V.mT):  Repre- 
sented in  this  countiT  by  Radisson  Ho- 
tels International,  Movenpick  has  34 
properties  in  Europe,  Asia,  and  the 
Middle  Fast.  The  chain  is  similar  to 
Radisson  in  that  it  offers  first-class 
lodging  in  or  near  city  centers  and  at 
airports  from  Frankfurt,  Germany  to 
Aden,  South  Yemen.  This  is  also  a 
restaurant  company  so  each  hotel  has  a 
Movenpick  restaurant  with  an  interna- 
tional menu. 


1.  Do  as  much  research  as  possible. 
David  Beer,  partner  with  Brennan  Beer 
Gorman/Architects,  says,  "I  start  with 
the  Leading  Hotels  of  the  World  direc- 
tory, then  I  look  at  guidebooks  and  talk 
to  colleagues.  If  you  walk  into  a  grand 
hotel  in  Europe  and  you're  not  known 
and  not  knowledgeable,  you  simply  will 
not  get  the  best  available  room." 

2.  Ask  a  travel  agent  or  cotporate  travel 
planner  They  have  access  to  a  great  deal 
of  information  on  rates  and  facilities. 

3.  Decide  if  you  wjmt  a  hotel  that  reph- 
cates  an  American  experience  of  if  you 
are  ready  to  tiy  something  a  little  differ- 
ent. Some  of  the  U.S.-b;ised  chiiins  such 
as  Sheraton  have  overseas  properties  that 
are  more  "exotic"  than  the  domestic  ver- 
sion. Groups  like  Pan  Pacific  and  Ciga, 


■mm 

^^^^^^^^ 

Forte's  George  V 


NiKKO  (800-MKKO-US):  Owned  by 
japan  Air  Lines,  Nikko  has  become  a  fa- 
miliar name  since  the  opening  of  several 
properties  in  North  America;  it  ;ilso  op- 
erates in  Asia,  Europe,  and  Latin  Ameri- 
ca. The  Japanese  influence  is  substantial 
but  understated — in  decor,  cuisine,  a 


for  example,  are  true  to  their  own  cul- 
tures. But  have  no  fear:  Any  world-chiss 
chain  will  have  staff  fluent  in  English. 

4.  Choose  a  property  based  on  your 
business.  Especially  in  Asia,  your 
choice  of  lodging  is  veiT  much  a  reflec- 
tion of  who  you  are. 

5.  Don't  be  dazzled  by  tales  of  serace 
at  the  finest  hotels.  Your  first  consider- 
ation should  be  location  and  cost;  after 
that,  facilities  and  operating  styles. 

6.  A  top-ranking  hotel  restaurant,  not 
unconunon  in  Europe  and  Asia,  can  be 
helpful  in  entertaining  clients,  as  weU 
as  keeping  track  of  expenses,  since  ev- 
eiything  ends  up  on  the  same  bill. 

7.  Once  you  find  a  hotel  you  hke  in  a 
city,  stick  with  it. 


low-key  approach  to  superb  service,  and 
a  focus  on  such  high-tech  amenities  as 
touch-screen  room  phones  that  control 
fights,  television,  and  more.  i 

Pan  PaCIHC  (800-327-8585):  Japanese- 
owned  Pan  Pacific  speci;ilizes  in  Pacific 
Rim  hotels  in  the  four-  to  five-star 
level — not  necessarily  for  the  CEO  but 
nonetheless  for  high-ranking  execufives. 
It  usually  offers  good  city  center  loca- 
tions (including  Vancouver;  Jakarta;  and 
Johor  Bahru,  Miilaysia)  and  attempts  to 
embody  the  local  culture — in  uniforms, 
food,  and  service.  According  to  Linda 
Chun  Adams,  director  of  marketing, 
"Americans  who  prefer  hamburgers  and 
fries  over  Malay  curries  and  Indonesian 
satay  are  probably  better  ofi^  with  a  more 
ty  pically  American  hotel  ch;iin." 

Peninsula  (800-262-9467;  in  New 

York  212-247-2200):  This  is  a  small 
chain  operating  at  the  very  top  of  the 
market  in  Asia  and  the  I'nited  States.  Ap- 
pealing to  CEOs  and  presidents  of  cor- 
porafions.  Peninsula  seeks  to  differenfi- 
ate  itself  through  its  elevated  level  of 
serace,  and  rooms  are  priced  accord- 
ingly. With  its  Hong  Kong  hotel  dating 
from  1928,  Peninsula  combines  tradi- 
tional Asian  hospitafity  with  modern  Eu- 
ropean and  American  hotel  management 
and  scrupulous  attention  to  detail. 

PeNTA  (800-225-3456):  With  Lufthansa 
as  the  majority  owner,  this  is  a  primarily 
luiropean  group  of  four-star  business 
hotels,  many  located  in  city  centers  (Vi- 
enna, Budapest)  and  near  airports,  in- 
cluding one  at  the  new  Munich  11  air- 
|)()rt,  and  at  both  Heathrow  and  Gatwick 
in  London. 

Prince  (8OO-542-8686):  Tliis  Jap;uiese 
clKiin  of  business  and  convention  prop- 
erties is  one  of  the  largest  hotel  opera- 
tors in  Tokyo.  It  also  manages  properties 
throughout  japan,  as  well  as  several  re- 
sorts in  Hawaii,  and  a  North  American 


Selecting  A  Hotel  Abroad 

Choosing  a  hotel  abroad  can  be  a  daunting  prospect.  The  following  guidefines  are 
designed  to  ease  the  process. 
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Come  home  with  us  to  Europe 

and  we'll  show  you  the  neighborhood. 


TlA/vt  I  c 


p  O  V_  Av  U> 


^     U  3 


3 


INSIGHT/Peter  Yuil 


A  passion  for  perfection.'^ 


/  A 

Home  base  for  Lufthansa  is  Germany,  which 
puts  all  of  Europe  in  our  backyard.  It's  no  wonder 
that,  year  after  year,  so  many  people  choose  to 
fly  there  with  us.  After  all,  we  can  fly  you  to  more 
European  destinations  than  all  U  S  airlines 
combined.  In  fact,  Lufthansa  offers  flights  to 
somewhere  in  the  neighborhood  of  100 
European  cities.  Now  that's  some  neighborhood. 

Lufthansa 


For  reservalions  or  inlormalion  call  1-800-645-3880  or  see 
your  Travel  Agent  Lufthansa  is  a  participant  in  the  mileage 
programs  of  United,  Delta  and  USAir 


SPECIAL  ADVERTISING  SEQION 

FREQUENTTRAVELER 


beachhead  in  Toronto.  The  flagship 
Tokyo  Prince  is  typical,  with  a  variety  of 
restaurants  and  a  top-notch  business 
center.  Unlike  the  elite  Asian  chains, 
Prince  offers  solid  comfort  and  conve- 
nience at  relatively  reasonable  rates. 

Rafael  (800-223-1588):  Not  to  be 

confused  with  a  small  U.S.  chain  called 
Raphael,  this  elite  group  has  hotels  pri- 
marily in  Kurope,  as  well  as  the  Mark  in 
New  York  and  TurnberiT  Isle  Resort  and 
Club  in  Florida.  The  founder  is  George 
Rafael,  a  longtime  executive  and  former 
part-owner  of  Regent  Hotels,  who  aims 
"to  do  what  others  are  not  doing."  For 
instance,  at  Riifael's  recently  redone  Ho- 
tel du  Rlione  in  Geneva,  each  room  has 
its  own  telex  and  fax  outlets  so  business 
may  be  conducted  in  complete  privacy 

Regent  (8OO-545-40OO):  with  ten  ho- 
tels in  Asia  (including  the  Regent  Hong 
Kong)  and  the  United  States,  Regent 
properties  are  best  known  for  impecca- 
ble service  in  the  Asian  style.  The  chain 


recently  signed  an  agreement  with  Four 
Seasons,  the  Canadian  luxury  hotel  com- 
pany, under  which  Four  Seasons  will 
take  over  management  of  a  number  of 
Regent  hotels,  as  well  as  assuming  own- 
ership of  the  name.  Chances  are  good 


Steigenberger's  Hotel  Savoy,  Berlin 


that  some  spots  will  retain  the  Regent 
name  while  newer  ones  may  take  the 
Four  Seasons  name. 

ShAJVGRI-La  (800-559-5050):  Oper-jj 
ating  almost  exclusively  in  Asia  (except  1 
for  one  hotel  in  Vancouver),  Hong  Kong-  J 
based  Shangri-La  is  a  growing  company : 
offering  topflight  business  hotels  in  ma- 
jor cities  hke  Manila  and  Singapore;  it's 
also  a  specialist  in  Cliina,  with  six  hotels  t 
already  located  there. 

SofiteiTPullman  (800-221-4542): 

These  two  four-star  hotel  chains  have 
merged,  with  a  name  yet  to  be  deter- 
mined. They  are  both  aimed  primarily  at 
business  travelers  and  are  often  distin- 
guished by  central  city  locations  and 
good  restaurants.  (The  Los  ,\ngeles  hotel 
is  home  to  famed  Ma  Maison.)  The  new 
Exclusive  Card  program  offers  discounts, 
upgrades,  guaranteed  rooms,  express 
check  in  and  checkout,  late  checkout, 
and  the  opportunity  for  frequent  guests 
to  gain  free  weekend  stays  for  two. 

SRS  Hotels  (800-223-5652):  a 

worldwide  reservations  and  marketing 
network,  this  group  also  operates  its 
own  chain  of  hotels  under  the  Steigen- 
berger  name.  SRS  divides  its  300  associ- 
ated hotels  into  deluxe,  first-class,  and 
three-star  categories.  Steigenberger  Ho- 
tels are  located  mostly  in  Europe,  with 
the  greatest  number  in  Germany  Those 
in  city  centers  are  generally  first  class  or 
deluxe,  and,  in  the  German  style,  effi- 
cient and  weU-managed. 

SWISSOTEL  (800-637-9477):  Widely 
diverse  in  their  styles  and  appearance, 
Swissotels  in  Europe,  Asia,  and  the  Unit- 
ed States  reflect  a  Swiss  approach  to  hos- 
pitality— efficient,  yet  personalized.  Not 
suiprisingly,  there  are  locations  in  sever- 
al Swiss  cities,  Basel,  Montreux,  and 
Zurich,  among  others.  The  fact  that  both 
the  New  York  and  Boston  hotels  have  top 
restaunuits  is  reflective  of  the  company's 
overall  commitment  to  cuisine.  □ 
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DEMOLITION  DERBY  FOR 
ERTZ,  AVIS,  AND  THE  GANG 


Detroit  tightens  credit  and  fleet  sales,  a  shakeout  is  shaping  up 


[ 


en  Halloran  could  hardly  believe 
his  ears.  While  planning  a  mid- 
September  jaunt  to  Fort  Myers, 
the  retiree  from  Fort  Mitchell,  Ky., 
ved  a  midsize  sedan  from  National 
Cental  System  Inc.  He  gulped  at  the 
$148  a  week,  or  nearly 
'  what  Halloran  says 
lid  for  the  same  type  of 
ast  year. 

tter  get  used  to  it.  Car- 
il  customers  already 
paying  more  to  drive 

cars  with  higher  mile- 
And  by  the  busy  holi- 

travel  season,  rates 

zoom  as  much  as  40% 
!  in  some  areas.  That's 
ase  Detroit's  Big  Three 
makers,  who  were 
aered  by  huge 
s  last  year,  are  cut- 
discounts  on  the 

they  sell  rental 
lanies.  Motown  also 

buy  back  rental 

only  after  six  to 
months,  vs.  as  little 
"our  months  last 
.  The  Big  Three 
,  to  avoid  flooding 
market  with  huge 
aers  of  almost-new 
il  cars  and  cannibal- 

their  new  car  sales 
ley  did  in  1991. 
>ING  IT  ON.  The 
ges  leave  the  car- 
il  industry,  which 
been  hard  hit  for 
s  by  cutthroat  pric- 
with  a  huge  bill  to 

on  to  consumers, 
k  A.  Olson,  chair- 

of  industry  leader 
z  Corp.,  which  has 
lal  U.  S.  car-rental 


that  the  higher  prices  he  is 
ig  for  new  models  will  add 
t  $75  million  annually  to  his 
;.  "This  is  the  most  significant 
increase  in  the  history  of  the  car- 
i\  industry,"  Olson  contends. 
'  compensate.  Hertz  raised  rental 


rates  8%-  to  107",  on  average,  this  sum- 
mer. With  rivals  following  suit,  rates  in 
most  cities  have  started  to  climb.  In 
New  York  City,  for  instance.  Hertz  and 
National  have  upped  their  daily  airport 
rate  for  a  midsize  car  from  $45.99  and 


CAR-RENTAL  RATES 
TAKE  OFF 

Daily  rental  rates  of  a  mid- 
size car  at  airport  locations 

9/17/91  3/17/92 

9/17/92 

HERTZ     $38.99  $45.99 

$6199 

AVIS  39.99 

45.88 

50.98 

NATIONAL  66.90 

54 

90 

60.90 

■  CHICAGO  ■ 

HERTZ  $5199 

$40.99 

$56.99 

AVIS  39.00 

5100 

52.99 

NATIONAL  52.90 

48.90 

52.98 

■  MIAMI 

HERTZ  $23.99 

S26.99 

$33.99 

AVIS  23.90 

22.90 

33.99 

NATIONAL  25.90 

■LaGUAROIA  AIRPORT 

22.90  33.98 

DATA  COMPANIES 

$54.90,  respectively,  in 
March,  to  $61.99"  and 
$60.90  as  of  mid-Septem- 
ber (table).  And  Hertz 
plans  an  additional  15% 
average  increase  in 
coming  months.  Hertz 
executives  fret,  though, 
that  new  price  wars 
could  erupt.  That  likely 
would  precipitate  big 
losses  and  a  shakeout 
among  rental  compa- 
nies. "If  prices  don't  go 
up,  there's  going  to  be  a 
bloodbath  in  the  indus- 
try," says  Craig  R. 
Koch,  a  Hertz  executive 


The  Big  Four  rental  companies 
seem  solid  enough.  Their  size  aside, 
they  each  have  connections  to  an 
auto  maker  who  has  an  interest  in 
seeing  them  survive.  Ford  Motor  Co. 
owns  49%  of  Hertz  and  has  ties  to 
Budget  Rent  A  Car  Corp.,  which  vies 


with  Avis  for  the  No.  2  spot.  General 
Motors  Corp.  has  stakes  in  Avis  and 
No.  4  National.  Smaller  outfits,  such  as 
Thrifty,  Dollar,  and  Snappy,  also  have  a 
corporate  big  brother:  They're  owned  by 
Chrysler  Corp.  But  plenty  of  the  roughly 
4,000  independent  rental  outfits  around 
the  country,  many  of  them  local  or  re- 
gional players,  may  not  survive.  In 
April,  tight  credit  and  the  higher  cost  of 
new  cars  forced  Boston's  American  In- 
ternational Rent  A  Car  Corp.  to  file  for 
Chapter  11  bankruptcy  protection. 

How  did  the  industry  come  to  such  a 
pass?  Analysts  think  that  during  the  re- 
cent auto  sales  slump,  the  financially 
strapped  Big  Three,  led  by  GM,  decided  it 
was  cheaper  to  sell  rental  cars  at  a  loss 
than  to  lay  off  workers. 
That's  because  closing  and 
reopening  plants  is  expen- 
sive, partly  because  the 
auto  makers'  current  union 
contracts  obligate  them  to 
pay  many  workers  even  if 
they're  not  working.  The 
Big  Three  also  feared  that 
shutdowns  might  crimp 
their  market  share. 
DARWINISM.  As  the  slump 
deepened,  Detroit  took  dis- 
counting to  the  level  of  "in- 
sanity," Hertz's  Olson  says. 
In  addition  to  selling  new 
models  to  rental  outfits  at 
just  over  dealer  cost,  he 
adds,  Motown  paid  cash  in- 
centives of  $400  to  $1,400 
for  each  one  delivered. 
Then,  the  Big  Three  bought 
back  the  cars  on  a  fixed-de- 
preciation schedule  that  barely  allowed 
their  value  to  fall  during  the  four 
months  the  rental-car  companies  owned 
them.  As  a  result,  says  Gary  Paxton, 
president  of  Dollar  Rent-A-Car  Systems 
Inc.  in  Los  Angeles,  "we  were  making 
money  buying  and  selling  cars,  and  los- 
ing money  renting  them." 

Motown's  discounting  altered  the  eco- 
nomics of  the  industry  in  other  ways. 
Some  upstart  rental  companies  used  the 
bounty  from  flipping  new  cars  to  slash 
prices  and  pour  money  into  national  ad- 
vertising campaigns.  The  smaller  compa- 
nies ate  into  the  combined  market  share 
of  Hertz,  Avis,  Budget,  and  National, 
reducing  it  from  76.6%  in  1988,  to  61%' 
these  days,  according  to  Automotive 
Fleet,  a  trade  magazine.  "We  should 
have  had  a  shakeout  in  our  industry  like 
the  one  in  the  airline  industry,  with  the 
fittest  surviving,"  gripes  Olson.  "In- 
stead, almost  everybody  has  survived." 

Probably  not  for  long.  Smaller  rental 
companies'  ad  budgets  are  drying  up. 
And  tighter  credit  is  plaguing  others,  as 
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GETTING  THE  MOST  FOR  YOUR  IRA?| 


V 


Don't  Let  Your 
IRA  Retire- 
Transfer  To  Fidelity 


Fidelity  Makes  Your  IRA  Transfer  Easy 

With  one  toll-free  call,  you  cun  get  everytliing  you  need  to  trans- 
fer your  IRA  to  Fidelity  from  wherever  it  is  now.  just  fill  out  an  IRA 
Application  and  an  easy  Transfer  Form.  We  will  handle  all  the  details. 

And  when  you  transfer  your  IRA  to  Fidelity  you'll  have  24-hour 
access  to  your  IRA  account  information,  along  with  Retirement 
Specialists  to  help  you  with  retirement  plan  questions.  Call  today 
for  a  free  IRA  fact  kit. 

Diversify  Your  IRA 
With  One  Investment 

For  a  combination  of  potential 
long-term  growth,  income,  and 
stability  in  one  ft.ind.  you  may 
want  to  consider  Fidelity  Asset 
Manager'''.  With  tliis  one  fund, 
with  no  sales  charge,  your 
money  is  invested  across  domestic 
and  international  stocks,  bonds, 
and  short-term /money  market 
instruments.  The  portfolio  is  mon- 
itored and  gradually  adjusted  by  Fidelity's  managers  ils  market  con- 
ditions change.  Of  course,  share  price  and  return  will  vary.  Average 
annual  returns:  14,92%  for  one  year  and  14.22%  for  Life  of 
Fund  (12/28/88-6/30/92).* 


Fidelity  Asset  Manager 


STOCKS 


SHORT-TERM/ 
MONEY  MARKET 
INSTRUMENTS 


BONDS 

Fidelity  Asset  Manager  means 
immediate  diversification.  The 
chart  shows  the  fund's  asset  mix 
as  of  6/30/92. 


Visit  A  Fidelity  Investor  Center  or  Call  24  Hours 

1-800-544-8888 


Fideliiy 


Inuestments 

Common  sense.  Uncommon  results. 


® 


For  more  conipk'te  jiiforniati((n  on  Asst't  Manager  including  charges  and  expenses,  call  for  a  free 
pro^;H'ctus.  Read  it  carefully  before  you  invest  or  send  money.  *Total  returns  for  ttie  period  ending 
(i/30A)2  are  historical  and  include  change  in  share  price  and  reinvestment  of  dividends  and  capi- 
tal gains.  You  may  have  a  gain  or  loss  when  you  sell  vou  shares.  Fidelitv  Distributors  O^rporation 

CODE:  BW/FAAI/ 100592 
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the  auto  makers  get  stingier  with  ren 
fleet  financing.  Chrysler,  for  exam 
says  that  since  July  1,  it  has  curtai' 
financing  to  rental  companies  other  thj 
the  ones  it  owns.  "The  smaller  rental 
companies  are  being  shut  out  from  en 
it,"  complains  John  J.  Prior,  Americ! 
International's  senior  vice-presidet] 
"What  are  they  going  to  do?  Go  to' 
bank'.'  Banks  aren't  lending." 
'FREE  RIDE.'  Witness  American  Interr 
tional's  swift  fall.  The  company  says 
revenues  grew  20'/'  annually  the  p>.^ 
three  years.  Then  last  year,  Chrys' 
Credit  Corp.  began  curbing  American 
ternational's  credit  after  it  became  w^ 
ried  about  the  company's  financ 
health,  says  a  Chrysler  Credit  spoki 
person.  American  Intenational  tried 
borrow  from  GM's  credit  arm  inste; 
but  was  turned  down,  says  Prior. 
The  pressures  are  still  mounting,  ev 


Last  year,  says  Hertz 
Chaii'man  Olson,  the  Big 
Three  took  discounting 
to  an  'insane'  level 


on  rental  companies  with  close  ties 
the  Big  Three.  For  instance,  with  M 
town  paring  back  its  fleet  sales,  Val 
Rent  A  Car  Inc.  says  that  it  sometim 
runs  short  of  Ford  Escorts  and  Geo  M( 
ros.  "There's  a  very  great  shortage 
smaller  cars,"  says  Jeffrey  G.  Dav 
Value's  senior  vice-president  for  mark* 
ing.  That  forces  rental  companies  to  re 
bigger  cars  at  econocar  rates.  And 
Avis  and  National,  G.M  has  cut  coopei 
live  advertising  allowances,  which  pi 
moted  the  rental  of  specific  GM  mode 
The  upshot,  says  Davis,  is  that  the  c 
companies  "are  saying  to  the  rent 
agencies  that  they  are  going  to  have 
become  })rofitable  on  their  own." 

Will  consumers  balk  at  higher  price 
Rental  companies  argue  that  their  rat 
have  been  artificially  depressed  f 
years  by  rate  wars  and  by  Big  Thr 
discounting.  After  inflation,  they  nol 
the  average  per-day  rate  the  indust 
gets  for  a  car — now  about  $30 — is  $6 
$7  below  a  decade  ago.  "Consumers  h 
a  free  ride  for  a  long  time  in  car  rental 
says  Donald  M.  Himelfarb,  president 
Thrifty  Rent-A-Car  System  Inc.  But  th 
may  be  cold  comfort  to  travelers  wl 
seem  sure  to  get  socked  with  rising  rei 
al  rates  this  winter. 

By  Greg  Boweus  in  Detroit,  with  Lar 
Armstrong  in  Los  Angeles.  Geoffrey  Smi 
in  Boston,  Thane  Peterson  in  New  Yd 
and  bureau  reports 
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ANNOUNCING 


FOR  THE  FIFTH  YEAR,  THE  PREMIER  AMERICAN  BUSINESS  SUMMIT  - 
HIEF  EXECUTIVES  OF  NORTH  AMERICA'S  FOREMOST  COMPANIES  WILL  CONVENE  TO  DISCOVER  AND  CELEBRATE 

THE  WORLD'S  BEST  CORPORATE  LEADERSHIP  MODELS. 

• 

DISTINGUISHED  KEYNOTE  SPEAKERS  INCLUDE: 

DICK  CHENEY 

us  SECRETARY  OF  DEFENSE 

WILLIAM  COORS 

CHAIRMAN  AND  PRESIDENT,  ADOLPH  COORS  COMPANY 

MARIO  CUOMO 

GOVERNOR  OF  NEW  YORK 

AL  GORE 

US  SENATOR;  DEMOCRATIC  V  I C  E- P  R  ES  I  D  E  NT  I A  L  CANDIDATE 

MICHAEL  H.  JORDAN 

FORMER  CHAIRMAN  AND  CEO,  PEPSICO  INTERNATIONAL  FOODS  AND  BEVERAGES;  PARTNER,  CLAYTON  DUBILIER  AND  RICE 

DR.  HENRY  KISSINGER 

FORMER  US  SECRETARY  OF  STATE 
PRESENTED  IN  ASSOCIATION  WITH" 

KEMPER  SECURITIES,  INC. 
MCI  COMMUNICATIONS  CORPORATION 
SyMMETRIX,  INC. 
THE  WYATT  COMPANY 


BusinessWeek 


ATTENDANCE  AT  THE    1  992  BUSINESS  WEEK  SYMPOSIUM  OF  CHIEF  EXECUTIVE  OFFICERS  IS  BY  INVITATION  ONLY. 


:TTER  DRIVEN,  BUT  if  THEY  BELIEVE  II 
MAYBE  THEliE'S  A  REASON. 


PURIS:  "PEOPLE  WHO  GO  INTO  THIS  THINKINC  IT'S  JUST  ADVERTISING  ARE  IN  FOR  A  SHOCK' 


MARTIN  PURIS' 
TOUGHEST  PITCH 


The  Madison  Avenue  pro  has  just  weeks  to  sell  the  President 


c 


I  all  them  the  muttering  mavens  of 
Madison  Avenue.  They're  the  crit- 
ics and  ad  gurus  who  pick  apart 
political  commercials  in  each  campaign. 
Just  as  the  nattering  nabobs  plagued 
Spiro  T.  Agnew,  the  critics  are  making 
life  hard  for  Martin  Puris  as  he  creates 
ads  for  George  Bush's  reelection  bid.  On 
Sept.  15,  two  days  after  Puris  unveiled 
his  latest  Bush  spot,  Advertising  Age 
critic  Bob  Garfield  went  on  CBS  This 
Morning  to  liken  the  ad  to  "historical 
footage  from  the  Reichstag." 

It's  enough  to  make  Puris  yearn  for 
his  day  job.  After  all, 
this  affable,  elegantly 
tailored  copywriter  has 
been  on  a  roll  in  the 
world  of  advertising.  In 
just  10  months,  his 
agency,  Ammirati  & 
Puris  Inc.,  has  won  an 
astonishing  $120  million 
in  new  business,  includ- 
ing the  coveted  Master- 
Card International  Inc. 
account.  The  victories 
have  boosted  the  agen- 
cy's annual  billings  to 
$400  million. 

But  while  his  stylish 
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work  for  clients  such  as  BMW  and  United 
Parcel  Service  of  America  Inc.  has  made 
Puris  the  busiest  man  on  Madison  Ave- 
nue, he  has  been  taking  his  lumps  on 
Pennsylvania  Avenue.  Puris'  trademark 
mixture  of  sound  strategy  and  creative 
panache  cuts  little  ice  in  Washington, 
where  budgets  are  tight,  time  is  short, 
and  every  ad  is  mercilessly  dissected  in 
the  news  media.  "People  who  go  into 
this  thinking  it's  just  advertising  are  in 
for  a  shock,"  he  says. 

About  the  only  thing  the  two  worlds 
have  in  common  are  clients  under  a  lot 


AN  ADMAN'S  CHECKLIST 

Some  key  clients 

of  ad  exec  Martin  Puris — and  the  challenges  they  present 

GEORGE  BUSH 

In  a  new  TV  spot,  Puris  uses  tight  editing  and  a  fast  pace  to 
portray  Bush  as  energetic  and  focused.  Key  phrases  ore 
flashed  on  a  computer  screen.  Budget:  $40  million* 

MASTERCARD 
INTERNATIONAL 

Its  card  is  stalled  as  Visa  woos  upscale  customers  and  Discov- 
er goes  after  low-end  users.  Puris  has  to  convince  consumers 
MasterCard  is  an  exceptional  value.  Budget:  $60  million 

COMPAQ 
COMPUTER 

To  accelerate  its  comeback,  Puris  is  pushing  its  new  low  prices 
and  blue-chip  image.  One  ad  says  a  low-cost  notebook  com- 
puter looks  like  a  'million  bucks.'  Budget:  $60  million 

^Estimated  media  budget  for  the  entire  campaign 

DATA:  COMPANY  REPORTS,  BW 

of  pressure  (table).  In  Washington,  Puri 
must  figure  out  how  to  restore  the  lus 
ter  to  President  Bush's  faded  image 
Puris  has  purposely  struck  an  urgen 
chord:  His  latest  commercial  show 
Bush  hammering  on  themes  of  economi 
renewal  and  military  strength  in  his  ac 
ceptance  speech  at  the  Republican  Cor 
vention.  Mixed  in  are  images  of  jets  tak 
ing  off  from  an  aircraft  carrier  and 
cargo  ship  hauling  American  exports 
"Voters  want  to  know  that  the  Presiden 
has  a  plan,"  says  Puris,  "and  that  he  haji 
the  commitment  to  stick  to  it." 
HURLY-BURLY.  Puris  is  Certainly  commit 
ted  to  Bush.  He  advised  GOP  media  stral 
egist  Roger  Ailes  during  the  1988  cam 
paign.  And  he  has  been  working  for  frei 
since  May,  when  campaign  Chairmai 
Robert  M.  Teeter  announced  his  appoint 
ment.  But  unlike  some  ad  execs  wh 
sign  on  to  political  campaigns,  Puri: 
hasn't  taken  a  leave  of  absence  from  hi 
agency,  which  he  co-founded  with  part 
ner  Ralph  Ammirati  in  1974. 

That  has  made  for  a  frenetic  schedule 
as  Puris  shuttles  between  the  Whiti 
House  and  his  Manhattan  office  even 
few  days.  The  53-year-old  executive  go 
married  on  July  8,  for  example,  and  flev 
to  Washington  the  next  morning  for 
campaign  meeting.  At  the  same  timi 
that  he  was  readying  Bush's  postconven 
tion  ads,  his  shop  was  in  the  crucia 
stages  of  the  MasterCard  review. 

Puris'  two  latest  commercial  client; 
need  as  much  image-buffing  as  Bush.  Ii 
new  ads  for  Compaq  Computer  Corp 
which  awarded  its  $60  million  account  U 
Ammirati  last  December,  Puris  is  trying 
to  reposition  the  troubled  PC  maker  as 
low-price  competitor  that  still  offer: 
high-quality  machines.  MasterCard' 
new  advertising  won't  appear  until  earl] 
next  year.  Puris  says  he'll  try  to  sharper 
the  card's  appeal  as  a  good  value,  whicl 
has  been  effectively  challenged  by  th( 
upstart  Discover  Card. 

But  Puris  has  found  that  long-tern 
strategy  has  little  place  in  the  hurly 
burly  of  a  political  cam 
paign.  For  one  thing 
marketers  have  the  lux 
ury  of  time  that  cam 
paigns  do  not.  Th( 
agency  has  four  months 
to  produce  its  first  ads 
for  MasterCard.  By  con 
trast,  Puris  cobbled  to 
gether  the  latest  Bus! 
spot  in  six  days.  Th< 
MasterCard  campaigi 
could  run  for  two  years 
The  Bush  ad  will  air  foi 
two  weeks — even  less  il 
the  rush  of  events  oi 
the  Clinton  camp  forces 


.wo  reasons  to  choose  the  Quiet  Company. 


1.  ^ur  spouse. 
2.  The  superior  financial  strength  of 
Northwestern  Mutual  Life. 

A^rthwestem  Mutual  Life  has  always 
received  the  highest  possible  ratings  for 
financial  strength  from  Moody's,  Standard 
&  Poor's,  A.M.  Best  and  DuffSr  Phelps. 
It  has  also  been  consistently  ranked  "the 
most  financially  sound  life  insurance  com- 
pany"  in  an  annual  Fortune^  magazine  study. 

The  more  reasons  you  have  for  wanting 
the  most  secure  life  insurance,  the  better 
the  Quiet  Company  sounds. 

iViutualLfie' 

The  Quiet  ComfDany® 


©  1992  The  Northwestern  Mutual  Life  Insurance  Company.  Milwaukee.  Wisconsin.  Reprinted  by  permission  of  Moody's,  Standard  Sf  Poor's,  A.M.  Best,  DufV&  Phelps  and  Fortune. 


Lots  of  mice  feel  good,  but  until  you've  tried  MouseMon-tfie  world's  first  right  handed,  left  handed,  and  cordless 
mice-you  won't  know  how  much  better  o  mouse  can  feel.  In  a  survey  of  2,000  experienced  mice  users,  77%  agree, 
MouseMan  feels  better  than  anything  they've  laid  their  hands  on.  At  computer  dealers  everywhere,  1-800-231-771 Z 


Right  ord  left  honded  (oided  versions  i  iighl  honded  rordless  for  IBM-type  PCs,  right  handed  corded  versions  for  MACs. 
®/™  irodemorks  belong  to  registered  owners  GSA  opprovcd. 


arketin 


campaign  to  change  its  strategy. 

respond  quickly  to  such  challenges, 
i  has  assembled  other  prominent  ad- 
sing  execs  in  a  team  called  the  No- 
)er  Company.  In  addition  to  Puris,  it 
des  Clayton  E.  Wilhite,  president  of 
■cy  Masius  Benton  &  Bowles,  and 
on  Bowen,  chief  creative  officer  of 
ann-Erickson  New  York.  Puris  also 
s  on  GOP  consultants  Alex  Castel- 
;  and  Mike  Murphy,  who  specialize 
actical  ads  that  make  specific 
^es  or  respond  to  the  opposition. 
E  BUDGET.  Despite  such  high- 
!red  help,  Puris  must  produce  his 
cal  ads  on  a  shoestring.  MasterCard 
lending  $60  million  on  its  advertis- 
Political  strategists  say  the  total 
:et  for  the  Bush/Quayle  advertising 
)aign  is  roughly  $40  million,  almost 
f  it  to  buy  media  time.  Philip  B. 
■nberry,  an  ad  executive  who  has 
;ed  on  several  political  campaigns, 
•es  the  new  Bush  spot  cost  no  more 
$40,000.  Run-of-the-mill  TV  commer- 

can  cost  $250,000,  while  lavishly 
uced  spots  cost  as  much  as 
lillion.  "I'll  bet  Marty  Puris  hasn't 
;  a  spot  for  i  nder  $300,000  in  the 


^uris  and  his  team  are  up 
against  a  deep-seated 
isentment  of  ad  execs  by 
political  strategists 


15  years,"  says  Mark  Mellman,  a 
ocratic  poUtaker. 

ss  money  also  means  less  research, 
evelop  its  new  campaign,  for  exam- 
MasterCard  has  conducted  tracking 
ies  of  more  than  6,500  people  and  is 
I  in-depth  interviews  with  400  Con- 
ors. In  developing  its  ads,  the  Bush 
mign  has  relied  mainly  on  focus 
ps  of  10  to  12  people.  The  campaign 
doesn't  have  the  resources  to  con- 

the  more  sophisticated  research 

by  most  marketers. 
"  all  the  adjustments  Puris  has  had 
nake,  this  may  be  the  toughest, 
ces  close  to  Puris  say  he  has 
led  bitterly  with  Bush  campaign  of- 
Is  over  their  tendency  to  select  ad 
les  based  on  focus-group  reactions. 

led  to  a  previous  Bush  ad  that  fea- 
i  choppy  editing  and  a  tight  close-up 
le  President  talking  about  the  need 
•hange.  Puris  argued  against  the  ad, 
h  was  later  condemned  by  ad  ex- 
5,  but  he  was  overruled, 
iris  won't  discuss  internal  politics. 

he  agrees  that  campaigns  often 
/  broad  conclusions  from  the  some- 


times errant  reactions  of  focus  groups. 
"They  should  be  used  as  a  tool  to  detect 
mine  fields,"  he  says,  "But  they  should 
be  used  with  the  knowledge  that  12  peo- 
ple in  a  room  in  Milwaukee  do  not  re- 
flect everybody  in  Milwaukee,  let  alone 
the  rest  of  the  country."  The  latest  com- 
mercial relies  less  on  focus-group  data, 
says  Puris,  which  may  explain  why  he 
likes  it  more  than  the  first  one. 
SHORT  SHRIFT?  Crude  marketing  meth- 
ods may  have  slowed  Puris'  efforts,  but 
the  Bush  campaign's  disorganization  has 
been  another  big  hurdle.  While  Master- 
Card has  had  its  share  of  setbacks  in  the 
tussle  for  market  share,  the  disarray  at 
the  White  House  makes  the  credit-card 
marketer  look  like  a  Swiss  watchmaker. 
Several  November  Company  executives 
say  their  ideas  have  gotten  short  shrift 
from  campaign  officials.  They  say  some 
White  House  aides  with  no  media  experi- 
ence have  interfered  with  proposals. 
Charles  Black,  a  senior  Bush/Quayle  ad- 
viser, acknowledges  that  the  process  has 
been  tumultuous.  "It's  hard  marrying 
political  hacks  like  us  with  top  Madison 
Avenue  types,"  he  says. 

Some  of  this  stems  from  a  deep-seated 
resentment  of  ad  executives  by  their 
less  well-heeled  political  counterparts. 
"Some  guy  wearing  a  $3,000  suit  gets 
off  a  plane  and  says,  'This  is  how  we're 
going  to  elect  the  candidate,'  "  says  the 
Democrats'  Mellman,  "and  suddenly 
some  guy  who's  gotten  half  the  Senate 
elected  but  wears  Hush  Puppies  is  tak- 
ing orders."  Dusenberry,  who  helped 
create  Ronald  Reagan's  successful 
"Morning  in  America"  campaign,  says 
advertising  execs  can  avoid  this  wran- 
gling only  if  they  have  a  direct  line  to 
the  President,  as  he  did  in  1984  through 
Reagan  aide  Michael  Deaver. 

Puris  says  the  arrival  of  James  A. 
Baker  III  has  uncrossed  some  of  the 
wires.  And  he  thinks  the  appointment  of 
Sig  Rogich,  a  Las  Vegas  adman  and  GOP 
insider,  as  a  senior  adviser  to  the  media 
effort  will  help,  too.  Rogich  helped  mas- 
termind Bush's  effective  media  cam- 
paign in  1988.  But  Rogich  has  such  a 
high  profile  in  political  circles  that  he 
could  end  up  eclipsing  Puris,  who  insists 
Rogich  is  only  an  adviser. 

Despite  all  the  grief,  Puris  relishes  his 
supporting  role  in  the  high  drama  of  a 
Presidential  campaign.  "You're  writing 
commercials  for  the  single  most  power- 
ful man  on  earth,"  says  Puris.  For  the 
copywriter  who  coined  BMW's  durable 
slogan,  "the  Ultimate  Driving  Machine," 
it's  quite  a  kick  to  pen  ads  for  what  he 
considers  the  ultimate  political  cam- 
paign. Now  if  only  candidates  were  as 
easy  to  sell  as  cars. 

By  Mark  Landler  in  New  York,  with 
Douglas  Harbrecht  in  Washington 
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INVESTIGATIONS! 


AN  Oil  TRADER 

ON  A  SLIPPERY  SIOPE 


Was  Will  Harris  beliind  one  of  the  nation's  largest  bank  frauds? 


E: 


lni])loyees  at  Arochem  International 
Inc.  couldn't  have  asked  for  a  bet- 
ller  boss  than  Roy  William  Harris. 
For  two  years  running,  the  38-year-old 
former  oil  trader  sprang  for  a  lavish 
Christmas  dinner  at  a  fancy  Connecticut 
inn.  In  1990,  Harris  handed  out  door 
prizes  including  a  weekend  in  Puerto 
Rico  for  two  and  a  helicop- 
ter trip  to  Atlantic  City. 
Last  December,  the  prizes 
included  a  catered  dinner 
for  four  at  home.  But  on 
Christmas  Eve,  Arochem's 
employees  were  shocked  to 
learn  that  the  board  had 
suspended  Harris  and  an- 
other Arochem  officer  and 
got  the  local  police  to  bar 
them  from  the  building. 

That  was  only  the  begin- 
ning. In  May,  the  U.  S.  At- 
torney's office  for  the 
Southern  District  of  New 
York  charged  Harris,  known  to  friends 
as  "Will,"  with  one  of  the  country's  larg- 
est bank  frauds.  Prosecutors  claim  Har- 
ris and  others  from  his  now-defunct 
Stamford  (Conn.)  company  defrauded  a 
consortium  of  five  banks  led  by  Chase 
Manhattan  Bank  of  more  than  $150  mil- 
lion. The  alleged  scheme  included  mak- 
ing up  collateral  and  diverting  assets  to 
dummy  corporations.  Already,  Aro- 


chem's chief  financial  officer,  Vincent  J. 
Dispenza,  has  pleaded  guilty  to  conspir- 
ing with  Harris  and  two  others  to  "mis- 
lead the  banks  so  that  they  would  main- 
tain, or  even  increase,  their  credit." 

The  criminal  case  is  not  only  sweeping 
but  precedent-setting.  Harris  is  the  first 
to  be  indicted  under  the  harsh  "financial 


THE  ACCUSED 

The  government  claims 
that  Harris  fabricated 
Arochem  International 
financial  statements, 
made  up  collateral,  and 
diverted  assets,  defrauding 
five  banks  of  $150  million 


kingpin"  statute,  passed  in  the  wake  of 
the  thrift  scandals.  The  federal  law  car- 
ries a  fine  of  up  to  $10  million  and  a 
prison  term  of  from  10  years  to  life. 

Harris  declined  to  be  interviewed  by 
HiisiNKSS  WEEK.  His  defense  lawyer, 
Lawrence  lason,  says  Harris  has  plead- 
ed innocent  and  that  his  side  will  come 
out  when  the  case  goes  to  trial  in  early 
November.  Yet  Harris'  story  raises  trou- 


bling questions  about  the  ease  w 
which  a  smooth-talking,  credible  fellc 
may  have  conned  some  of  the  work 
most  powerful  lenders — and  how  ti 
lenders,  as  well  as  the  auditors  ai 
board,  minimized  danger  signs  becau 
they  had  such  a  big  stake  in  Arochen" 
operations.  "It  could  have  been  stopp. 
all  along,"  charges  Arochem  board  mei 
ber  Edwin  E.  Wells.  More  than  tv 
years  before  the  feds  brought  chargf 
Wells  filed  a  civil  suit  against  Han 
with  many  of  the  same  allegations. 
'GOLDEN  CHILD.'  Harris  made  his  reput 
tion  in  the  oil  business  after  graduatii 
from  Kansas  State  University  in  197 
The  Wichita  native  got  hired  by  Ko' 
Industries  Inc.,  the  mammoth  oil  ai 
gas  concern.  By  January,  1979,  he  h 
risen  from  trainee  to  trader.  Months  k 
er,  he  landed  a  job  as 
commodities  trader  wi 
Phibro  Energy  Inc.,  a  ur 
of  Salomon  Inc. 

There,  Harris  "was 
golden  child,"  says  a  tra 
er  who  worked  with  hii 
Harris  was  made  a  Phib 
director  in  1985,  and  tv 
years  later  he  was  nam* 
president  of  Hill  Petroleu 
Co. — now  called  Phibro  E 
ergy  I'S.'X  Inc. — which  owi 
and  operates  refineries 
Phibro,  Harris  was  know 
for  "trading  the  mark 
hard."  But  unlike  other  aggressive  pe 
formers,  Harris  was  extremely  perso 
able.  "He'd  charm  the  hell  out  of  you 
says  the  trader. 

Harris'  charm  wasn't  foolproo 
though.  In  1987,  he  urged  the  directo 
of  Phibro  and  Salomon  to  buy  and  refu 
bish  a  bankrupt  petrochemical  compk 
in  Puerto  Rico.  When  they  balked, 
left  to  buy  it  on  his  own. 


FRAUD  AT  AROCHEM? 


JULY-DECEMBER,  1987  Roy  William  Harris  leaves  Phibro  Energy. 
Harris,  a  38-year-old  oil  trader,  forms  Arochem  International  in  Stam- 
ford, Conn.,  to  buy  a  refinery  in  Puerto  Rico 

NOVEMBER,  1988  The  Government  Development  Bank  for  Puerto 
Rico  lends  Arochem  $17  million.  The  loans  bar  Harris  from  speculative 
trading  unrelated  to  the  refinery  business 

DECEMBER,  1988-MARCH,  1989  The  Arochem  board  probes  Harris 
about  speculative  trading.  An  oil  consultant  finds  that  the  trading 
jeopardizes  Arochem's  viability.  Harris  disputes  the  findings 

MARCH,  1989  The  board  splits  over  control  of  Arochem.  In  a  reversal, 
the  Victory  Group,  a  California  investment  vehicle  with  two  board 
seats,  sides  with  Harris  and  agrees  to  sell  him  its  Arochem  stake 

AUGUST,  1989  A  dissident  director,  Edwin  E.  Wells,  sues  Harris  and 
later  the  board  alleging  a  massive  scheme  to  misstate  Arochem's  fi- 
nancial condition  and  a  cover-up.  The  board  and  Harris  fight  the  case 


JANUARY,  1990  Wells  warns  Chase  Manhattan  that  Harris  may  be 
committing  fraud  and  is  under  investigation  by  prosecutors.  Chase  dis- 
misses the  charges  as  unfounded.  With  four  other  banks.  Chase  ap- 
proves a  $245  million  credit  line  to  Arochem 


FEBRUARY,  1990-DECEMBER,  1991  Harris  sets  up  offshore  compa 
nies  under  his  control.  He  allegedly  diverts  millions  of  dollars  from  Aro- 
chem into  the  companies'  Swiss  bank  accounts.  Harris  and  other  Aro- 
chem executives  allegedly  submit  false  reports  to  the  banks.  Harris 
denies  any  wrongdoing 


JANUARY-SEPTEMBER,  1992  The  banks  force  Arochem  into  liquida- 
tion. Arochem's  chief  financial  officer  pleads  guilty  to  bank  fraud,  im- 
plicating Harris.  Prosecutors  indict  Harris  for  bonk  fraud  and  other 
crimes,  and  he  pleads  innocent.  Chase  sues  Ernst  &  Young  for  signing 
off  on  Arochem's  financials.  The  firm  claims  Chase  is  partly  at  fault 


NOVEMBER,  1992  The  Harris  trial  is  set  to  begin  in  New  York 
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make  the  deal  fly,  tie  needed  cash, 
•is  turned  to  Ed  Wells,  who  was 
an  investment  banker  with  Allen  & 
Wells  had  done  deals  with  Harris 
re.  The  banker  brought  in  the  John- 
,  a  wealthy  California  oil  family  that 
ited  through  entities  known  collec- 
^  as  the  Victory  Group.  Run  by 
!rt  Johnson  until  he  died  in  1990, 
then  his  son,  Eric,  Victory  gave  Aro- 
1  $17.4  million.  An  additional  $17 
an  came  from  the  Government  De- 
)ment  Bank  for  Puerto  Rico. 
'  1988,  Harris  had  formed  two  pri- 
ly  held  companies:  Arochem  Interna- 
l1,  which  ran  the  refinery,  and  Aro- 
1  Corp.,  which  provided  manage- 
t  services  to  Inter- 
anal.   Harris  owned 

of  the  companies' 

c. 

•ochem  was  supposed 
e  a  refining  business, 
i  trading  firm.  And  in- 
jrs  wanted  to  make 
it  stayed  that  way. 
loan  agreements  with 
Government  Develop- 
t  Bank  bar  the  compa- 
rom  engaging  in  spec- 
ive  trading  as  a 
rate  business  and  be- 
1  normal  hedging. 
^  also  prohibit  Aro- 
n  from  owning  or  oper- 
l  any  business  other 
the  petrochemical  fa- 
r  or  related  concerns. 
BE.  But  Harris  dived 
the  market  almost 
\  the  start,  say  Wells 
former  Arochem  em- 
ees.  "He  ran  the  place 
ressively,"  says  Claude 
deneau,  who  handled 
refinery's  marketing, 
's  a  big  oil  trader.  He 
s  big,  big  positions." 
n  element  of  Harris' 
■me  will  likely  be  that 
trades  he  made  were  a 
onable  and  crucial  part 
\rochem's  unanticipat- 
but  expanding  business, 
ned  the  broader 
it  profits 


ny's  loan  covenants  and  jeopardized  its 
viability.  "Harris  wanted  to  be  the  new 
Phibro,"  Perkins  says  now. 

Together,  Wells  and  Victory  may  have 
stopped  Harris.  But  within  weeks  of  the 
Perkins  memo,  the  partners  were  bitter 
adversaries.  Victory  wanted  out  of  Aro- 
chem and  had  offered  to  sell  its  stake  to 
Wells.  When  the  sale  fell  through,  Vic- 
tory offered  to  sell  to  Harris  instead. 

Wells  soon  became  a  voice  in  the  wil- 
derness and  a  man  obsessed.  He  went  to 
Arochem's  auditor,  Ernst  &  Young,  and 
demanded  a  meeting.  Harris  asked  the 
auditors  to  stay  away.  Wells  went  to  the 
Government  Development  Bank  in  Puer- 
to Rico.  But  based  on  statements  by 


I 


THE 

ACCUSER 

Two  years 
before  the 
feds  acted, 
Arochem 
Director 
Edwin  Wells 
filed  a  civil 
suit  against 
Harris  with 
many  of  the 


ing  the  comi)any's  cash  into  his  own 
pocket,  charges  the  indictment.  Docu- 
ments show  that  in  the  fall  of  1989,  Har- 
ris arranged  for  a  series  of  prearranged 
options  trades  with  John  Moller,  presi- 
dent of  USA  Petroleum.  USA  documents 
show  that  $2.7  million  paid  by  Arochem 
to  USA  was  sent  from  USA's  account  in 
Bermuda  to  Harris'  personal  account  at 
Irving  Trust  Corp.  After  Wells — and  lat- 
er the  board — questioned  Harris  about  a 
"kickback,"  he  repaid  the  money. 

Despite  the  charges  and  Wells's  suit. 
Chase  was  ready  to  approve  a  $245  mil- 
lion revolving-credit  line,  along  with  the 
four  other  banks — Skopbank,  Swiss 
Bank,  Banque  Indosuez,  and  Bank  Brus- 
sels Lambert.  Through 
their  lawyer,  the  banks  de- 
clined comment. 

On  Jan.  2,  1990,  a  lawyer 
for  Wells  wrote  Chase's 
then-chairman,  Willard  C. 
Butcher,  and  the  bank's 
general 
them  to 
careful 
Chase's 


same 


allegations 


counsel,  urgnig 
"give  the  most 
scrutiny"  to 
participation.  The 


Harris 
operations  would 
Wells  and  Victory  didn't 
that.  They  called  the  strategy  shift 
ly  to  justify,  conceal,  and  finance  the 
mlative  trading. 

n  Jan.  25,  1989,  Wells  and  Robert 
ison  hired  an  oil  consultant  to  probe 
ris'  trading.  The  consultant,  J.  Rich- 
Perkins,  a  former  Chevron  Corp.  ex- 
:ive,  combed  the  company's  daily 
ling  records  given  to  Arochem's  lend- 
and  other  documents.  On  Mar.  13, 
),  he  sent  one  of  a  .series  of  memos  to 
chem's  board.  It  concluded  that  Aro- 
Ti  was  engaging  in  "massive"  specu- 
je  trading  that  violated  the  compa- 


Arochem's  management  and  Ernst  & 
Young,  plus  other  inquiries,  the  bank 
found  insufficent  evidence  for  concern. 
And  Wells  filed  his  suit.  He  alleged  that 
Harris  was  milking  Arochem  and  engag- 
ing in  improper  speculative  trading  and 
that  he  and  the  board  were  covering  it 
up — charges  they  are  still  fighting. 

Philip  R.  Kaplan,  a  lawyer  for  Victory, 
says  Wells  lacked  credibility  because  of 
his  interest  in  controlling  Arochem.  "He 
had  the  suspicions,  but  he  didn't  have 
the  goods,"  he  says.  Perkins  has  another 
explanation:  "Harris  sold  the  concept  of 
Wells  as  a  disgruntled  shareholder." 

While  Wells  kept  the  spotlight  on  Aro- 
chem's trading,  Harris  set  about  divert- 


letter  alleged  that  the 
Wells  suit  was  "supported 
by  unmistakable  evidence 
of  willful,  fraudulent  con- 
duct," including  false  and 
misleading  financial  re- 
ports. It  also  claimed  that 
law  enforcement  authori- 
ties were  investigating. 

From  Chase's  {perspec- 
tive, the  charges  rehashed 
the  Wells  suit,  which  it 
concluded  was  unfounded. 
What's  more,  Arochem's 
1989  audited  financial 
statements — which  Chase 
reviewed  before  approving 
the  loan — dismissed  the 
suit  in  a  footnote.  But  the 
feds  concede  Chase  could 
have  done  more  digging. 
"You  would  have  expected 
more  scrutiny  if  you  were 
applying  for  a  "$250,000 
loan  than  they  had  on  this 
law  enforcement  official. 
Harris,  Dispenza,  and  two 
other  Arochem  executives  had  secretly 
agreed  to  hide  Arochem's  true  financial 
status  from  the  lenders  and  auditors, 
according  to  Dispenza's  Mar.  31  plea. 

Dispenza  told  the  judge  that  he  per- 
sonally falsified  crucial  financial  state- 
ments known  as  "borrowing  base  re- 
ports"— the  same  type  of  documents 
that  Perkins  reviewed.  Submitted  to 
Chase  about  every  two  weeks,  the  re- 
ports were  supposed  to  list  Arochem's 
net  trading  positions  and  collateral.  But 
they  were  totally  fabricated,  the  govern- 
ment claims.  In  one  case,  phony  invoices 
and  warehouse  receipts  showed  that 


one,   says  a 
By  April 


AFFAIRS 
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Arochem  had  contracts  for  $60  million 
worth  of  crude  oil  that  it  held  in  Malay- 
sia. The  contract  and  oil  never  existed, 
yet  the  borrowing  base  reports  listed 
them  for  months,  Dispenza  testified. 

Harris  also  began  setting  up  a  string 
of  offshore  companies  that  he  controlled. 
One  was  Arochem  International  Ltd.,  a 
Cayman  Islands  oil-trading  and  -financ- 
ing company.  On  four  occasions  from 
June  to  October,  1991,  Harris  allegedly 
transferred  about  $3.7  million  from  AI 
Ltd.'s  Swiss  bank  accounts  to  his  person- 
al account  at  the  Bank  of  New  York,  the 
indictment  charges.  Christine  Broderick, 
a  former  Arochem  cash  manager,  recalls 
writing  up  one  transfer  for  $500,000.  At 
the  time,  Al  Ltd.  owed  Arochem  money, 
and  the  $3.7  million  "far  exceeded"  .A.I 
Ltd.'s  net  equity,  prosecutors  charge. 
FUNNY  VALENTINE.  Broderick  says  the 
banks  should  have  realized  the  Ltd. 
transactions  didn't  pass  the  smell  test. 
"They  could  have  found  this  stuff  if 
they  just  asked,"  she  charges.  "It  was 
all  in  front  of  them."  Chase  declined  to 
comment  citing  pending  litigation. 

Chase  stuck  by  Harris  even  as  Aro- 
chem's  house  of  cards  began  to  collapse 
in  the  fall  of  1991.  On  Oct.  8,  Arochem 
sought  to  have  its  trades  cleared  by 


Shearson  Lehman  Brothers  Inc. — even 
though  a  week  earlier  Shearson  had  de- 
clared Arochem  in  default  under  its  mar- 
gin agreements  and  had  demanded  im- 
mediate repayment.  After  Shearson 
refused  to  clear  the  trades.  Chase  came 
to  the  rescue.  It  'granted  Arochem  a 
$5  million  loan — guaranteed  by  Harris — 
to  pay  the  margin  requirements  and 
close  the  trades.  The  incident  triggered  a 


Harris  allegedly  transferred 
about  $3.7  million  from  one 
offshore  company  to  his 
personal  bank  account 


New  York  Mercantile  Exchange  probe. 

By  1992,  Harris  and  Dispenza  were 
out,  and  investigators  had  interrogated 
Arochem  employees.  Meanwhile,  Aro- 
chem and  Chase  retained  Arthur  Ander- 
sen &  Co.  to  look  for  evidence  of  miscon- 
duct. A  source  close  to  Arochem  says 
Arthur  Andersen  has  already  estimated 
that  the  company's  trading  losses 
through  1990  totaled  more  than  $100  mil- 


lion. Arthur  Andersen  had  no  commen 
On  Valentine's  Day,  the  banks  forc^ 
Arochem  into  bankruptcy  and  recent! 
persuaded  the  bankruptcy  judge  to  liqu 
date  it.  Chase,  which  has  about  $71  m 
lion  at  risk,  blames  its  losses  on  Ernst 
Young,  which  signed  off  on  Arochem 
financials  from  1989  through  1991.  TI 
bank  sued  the  auditors  for  fraud  ar 
negligence.  But  Ernst  &  Young  claims 
is  a  victim  of  an  elaborate  fraud  and, 
part,  blames  the  banks.  "The  lendei 
had  their  own  procedures  to  regular 
monitor  the  existence  of  the  collateral 
says  spokesperson  Mort  Meyerson.  "'W 
did  our  job  properly." 

For  now,  Harris  is  spending  his  daj 
in  his  opulent  Greenwich  (Conn.)  hon 
waiting  for  the  November  trial.  His  fo 
mer  employees,  who  lost  their  jobs  wh( 
the  company  collapsed,  still  find  it  toug 
to  think  badly  of  their  old  boss.  It  wou  i 
be  one  thing,  they  say,  if  Harris  set  oi 
to  milk  Arochem  for  his  personal  gai 
quite  another  if  he  simply  got  caugl 
short  in  the  oil  markets.  Harris'  formt 
secretary,  Kay  DuBois,  bets  it  was  tl 
latter.  "He's  a  gambler  who  forgot  h 
limits  in  a  quest  to  save  the  company 
she  says.  "I  hope  I'm  right." 

B//  Michele  Galen  in  New  Yoi 


Loews  First. 
Because  FREQUEN^r  Travelers 
Deserve  Freoi  eyi  Rewards. 


If  you're  on  the  road  often,  we  believe  it  should  lead  to  big  rewards.  Like  Loews  First,  our 
program  of  special  benefits  for  the  frequent  traveler  Once  enrolled,  here's  what  the  program 
promises  you:  Guaranteed  preferred  room  rates,  express  check-in  and  check-out,  late 
check-out  and  accommodation  upgrades  when  available.  Plus,  an  opportunity  to  easily  earn 
fabulous  free  vacahon  weekends  in  any  of  our  exciting  destinaHons!  Loews  First.  It  takes 
)ust  minutes  to  enroll.  So  call  now  for  details,  and  sign  up  soon.  800-23-LOEWS. 


LOEWS  HOTELS 


YoijR  Place  In  The  World. 

For  reservations  call  your  travel  expert  or  800-23-LOEWS 

'Based  on  single  occupancy  R.ales  are  subiect  to  change  withciut  nohce  Offers  based  on  availabilihy 


Rates 
From$90* 

Loews  Ventana  Canyon  Resort 
Tucson,  Arizona 
8150 

Loews  Santa  MoNica  Beach  Hotel 
Los  Angeles,  California 
8195 

Loews  Coronado  Bay  Resort 
San  Diego,  California 
8160 

Loews  Giorgio  Hotel 
Denver,  Colorado 
890 

Loews  Annapolis  Hotel 
Annapolis,  Maryland 
8100  •  , 

Loews  New  York  Hotel 
New  York 
8155 

Loews  Vanderbilt  Plaza  HotSl 
Nashville,Tennessee  . 
897 

Loews  Anatole  Hotel 
Dallas,  Texas 
8125 

Loews  L'enfant  Plaza  Hotel 
Washington,  D.C. 
8139 

Loews  LeConcorde  Hotel 
Quebec  City,  Canada 
90  (Con.) 
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TELEPRESENCE 

Adding  computer-enhanced 
graphics  to  live  video  may 
make  it  possible  to  perform 
activities  long  distance:  A 
designer  in  Los  Angeles 
might  make  d  change  in  a 
simulated  dashboard  proto- 
type, while  colleagues  in 
three  other  cities  watch  and 
see  how  it  would  look 


;  spider  phobia,  thinks  some  patients 

feel  more  comfortable  with  a  ma- 
i  than  with  a  human  therapist, 
ill,  simulations  with  the  power  to 
s  soldiers  sweat  might  wreak  havoc 
ragile  psyches.  Indeed,  widespread 
of  \'!;,  some  worry,  could  influence 
le  in  harmful  ways.  Could  immer- 
in  VR  worlds  incite  violence,  become 
;tive  for  some  people,  or  lead  to 
Duter-generated  manipulation  of  oth- 

It  will  be  years  before  anyone 
vs  for  sure.  But,  muses  Bob  Jacobs 
lusion  Engineering,  which  develops 
ary  simulations:  "We  may  eventual- 
!ed  a  code  of  ethics  for  cyberspace." 

fact,  a  down-to-earth  dilemma  arose 
year  when  a  vi;  program  helped  con- 
a  man  of  manslaughter  in  California 
e  99).  And  some  critics  believe  that 
training  exercises  could  alter  the 

of  what  constitutes  valuable  work 
rience.  Take  two  candidates  for  the 
of  nuclear-plant  manager.  Who 
Id  get  the  nod — a  veteran  plant 
cer  with  a  decade  of  no  mistakes,  or 
;s  experienced  candidate  who  scores 
er  in  simulations  of  disaster?  "This 
es  the  hell  out  of  some  hierarchical 
s,"  says  Michael  W.  McGreevy,  prin- 

engineer  at  N.\s.\'s  Aerospace  Hu- 

Factors  Research  Div. 
1Y  VISION.  Formidable  hurdles  re- 
before  \'R  systems  can  reach  their 
Potential.  "We  need  a  whole  bunch 
^^hnologies  that  are  still  in  their  in- 
'J,"  says  VR  pioneer  Henry  Fuchs, 
essor  of  computer  science  at  the 
versify  of  North  Carolina.  Research- 
are  only  making  slow  headway  to- 
1  improving  today's  often  blurry 
1  displays.  And  a  camera  that  digi- 
;  the  image  of  a  room  and  turns  it 

a  VR  environment  remains  elusive: 
"ar,  computers  can't  distinguish  be- 
;n  edges,  lines,  and  shadows  suffi- 
tly  to  translate  a  video  image  into  3- 
It's  no  easy  task  to  get  so  many 
iplines — programming,  behavioral 
:ice,  and  hardware  design — to  work 
ither  to  produce  those  advances, 
le  task  is  so  arduous  that  some  VR 
)cates  worry  about  being  engulfed 
he  cycle  of  hype,  then  hopelessness, 

befell  artificial  intelligence.  Still,  VR 
■esents  a  potent  direction  in  technol- 
,  Inevitably,  as  computers  gain  more 
er,  more  work  will  focus  on  making 

interactions  between  humans  and 
hines  more  efficient.  Watch  a  room- 
of  charged-up  players  in  Chicago's 
tletech  Center  go  at  it — oblivous  to 
real  world — and  you  can't  help  think- 
that  you're  seeing  the  makings  of 
ultimate  tool  for  the  mind. 
(/  Joan  O'C.  Han/iltou  In  Son 
ncisco,  with  E»iil//  T.  Smith  in  Xeir 
k,  Gary  McWillianis  in  Boston,  Eran  I. 
'vartz  in  New  York-.  John  Carcij  in 
■hington,  and  butraii  reports 


If  you'd  like  to  see  how  we  make  whiskey  here  in  Tennessee,  come  visit 


KICK  A  BARREL  of  Jack  Daniel's  the  wrong 
way  and  no  one  will  ever  see  the  rewards. 

If  it  rolls  to  a  stop  with  the  bung  down,  it'll  leak 
whiskey  by  the  gallon.  But  our  barrelman  knows 
how  many  turns  and  partial  turns 
each  barrel  will  make  as  he  fills  up 
a  rick.  So  he'll  turn  the  bung  to  just 
the  right  position  before  he  kicks  a 
barrel.  And  it'll  stop  with  the  bung 
straight  up.  After  a  sip  of  our 
Tennessee  Whiskey,  you'll  be 
glad  we  didn't  spill  a  drop. 


SMOOTH 
TENNESSEE 


SIPPIN' 
WHISKEY 


Tennessee  Whiskey  ♦  4043%  alcohol  by  volume  (80-86  proof)  •  Distilled  and  Bottled  by 
Jack  Daniel  Distillery  Lem  Motlow,  Proprietor,  Route  1,  Lynchburg  (Pop  361),  Tennessee  37352 
Placedinthe  National  Registerof Historic  Placesby  the  UmtedStatesGovemment. 
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FREE  INPDRMATION 
FOR  READERS  OF 

BusinessWeek 


Want  more  information  about  advertisers  in  this  issue? 
If  so... 

1  •  Review  the  list  of  advertisers  below. 
2*  For  quick  response  call  our  toll-free  number, 
24  hours  -  7  days  a  week: 
1-800-356-8855 

Order  code  #  BW1005R 
Or, 

3*  Circle  the  corresponding  number  on  the  postage-paid 
reader  service  card,  complete  the  necessary  information 
and  drop  in  the  mail. 


FINANCIAL  PRODUaS 
AND  SERVICES 

1.  Berger  Associates 

2.  Continental  Bank 

3.  Delta  Dental  Plans 

4.  Wausau  Insurance 
Companies 

PRODUaS/SERViCES 

5.  AEG 

6.  Amoco  Chemical  Company 

7.  ANSALDO  S.p.A. 

8.  A.T.  Cross  Company 

9.  AT&T  NETWORK 
SYSTEMS 

10.  Canon  Plain  Paper  Fax 

11.  Dialog  Information  Systems 

12.  Dictaphone,  a  Pitney  Bowes 
Company 


13.  EDS 

14.  Fujitsu  Business 
Communication  System 

15.  McDonnell  Douglas  Aircraft 
Company 

16.  Minolta  Corporation 

17.  Muenchner  Messe-  und 
Ausstellungsgellschaft 

18.  Olympus  Corporation 
Consumer  Products  Division 

19.  Roadway  Express  Inc. 

20.  ROLM  Company 

21.  Texas  Instruments,  Inc. 

22.  Unisys 

AREA  DEVELOPMENT 

23.  Iowa  Department  of 
Economic  Development 

24.  The  Var  :  Cote  D'Azur 
Region 


TELECOMMUNICATIONS 
Special  Editorial  Report 

25.  Comshare 

26.  NEC 

FREQUENT  TRAVELER 
Special  Advertising 
Section 

27.  Aeroflot 

28.  Alitalia  Airlines 

29.  British  Airways 

30.  Hotel  Lotte 

31.  Lufthansa  German  Airlines 

32.  MobileComm 

33.  The  Peninsula  Manila 

34.  Preferred  Hotels 

35.  Puerto  Rico  Tourism 


Bvelopments  to  Watc 


D  BY  NAOMI  FREUNDLICH 


lAT  GENE-SPLICING  CAN  DO 
I  THE  lOWLY  SEAWEED 


Over  the  past  de- 
cade, gene  splicers 
have  slipped  new  DNA 
into  bacteria,  tomatoes, 
and  even  humans.  Now 
they've  engineered  a 
slimier  form  of  life:  sea- 
weed. A  team  led  by 
plant  geneticist  Subhash 
C.  Minocha  at  the  Uni- 
versity of  New  Hamp- 
shire has  transferred  a 
marker  gene  into  two 
species  of  the  briny 
plants.  The  method, 
h  took  two  years  to  perfect,  involves  using  electricity  to 
holes  in  the  membranes  of  seaweed  cells  just  big  enough 
nolecules  of  DNA  to  slide  through. 

le  plan  is  to  genetically  engineer  new  forms  of  agar, 
acted  from  seaweed,  it  is  used  in  labs  for  growing  bacte- 
nd  sells  for  $150  a  pound.  With  new  genes,  says  Minocha, 
could  be  given  properties  such  as  a  higher  melting  point 
increase  its  value.  Minocha  also  plans  to  insert  genes  for 
,1-grabbing  proteins  into  seaweed.  The  idea  is  to  use  the 
5  to  remove  toxins  such  as  cadmium  and  lead  from  water. 


lEW  ROUTE  TO 
ALZHEIMER'S  CURE? 


me  of  the  suspected  culprits  in  the  devastation  caused  by 
'Alzheimer's  disease  is  a  substance  known  as  beta-amy- 
protein.  Scientists  know  that  this  protein  forms  lumps 
e  the  brain  that  are  associated  with  memory  loss,  senility, 
death.  They've  also  found  gene  mutations  in  people  with 
'ited  Alzheimer's  that  lead  to  beta-amyloid  production. 
m,  an  unexpected  finding  makes  the  story  more  complex 
offers  a  new  route  to  Alzheimer's  drugs.  Scientists  at 
ravd  Medical  School  and  Athena  Neurosciences  Inc.  report 
Jature  magazine  that  beta-amyloid  is  made  by  normal 
1  vessel  and  brain  cells,  not  just  those  of  Alzheimer's 
ms.  As  a  result,  says  Harvard  neurologist  Dennis  Selkoe, 
disease  may  be  caused  by  either  excessive  production  of 
jrotein  or  an  inability  to  remove  it.  In  either  case,  Selkoe 
^ests,  drugs  that  cut  levels  of  the  protein  might  be  effec- 
therapy.  And  newly  discovered  cultures  of  beta-amyloid- 
ucing  cells  offer  a  good  method  for  screening  such  drugs. 


E  KOREAN  SEMICONDUCTOR 
OM  BOOMERANGS 


ir  U.  S.  industry,  there's  a  sense  of  deja  vu  in  Korea's 
apid  rise  in  the  semiconductor  business.  Spurred  by  mas- 
government  subsidies,  Korea's  main  chipmakers — Sam- 
[,  Goldstar,  and  Hyundai — have  quadrupled  capital  spend- 
since  1986,  to  an  estimated  $1.1  billion  last  year,  according 
larket  watcher  Dataquest  Inc.  Samsung  Electronics  Co. 
unted  for  almost  half  that  spending  and  now  is  the  No.  2 
)lier  worldwide  of  dynamic  random-access  memory  (DRAM) 
5.  Only  Japan's  Toshiba  Corp.  makes  more, 
t  first,  the  U.  S.  and  Europe  cheered  on  the  Koreans, 


hoping  they  would  break  Japan's  stranglehold  on  dram  sup- 
plies. But  the  Koreans  may  have  copied  Japanese  tactics  too 
well.  In  late  September,  the  European  Commission  charged 
the  Korean  trio  with  dumping  and  socked  their  DRAMs  with  a 
punitive  \0.\"/<  tariff.  It's  a  slap  on  the  wrist — barely  half  of 
the  smallest  dumping  margin.  To  Dataquest,  that  shows  the 
EC  doesn't  want  to  risk  derailing  the  Korean  challenge  to 
Japan.  Meanwhile,  the  U.  S.  Commerce  Dept.  is  expected  to 
decide  soon  whether  to  impose  its  own  antidumping  tariff. 


IIXING  THE  PILL 
FOR  SAFETY'S  SAKE 


The  more  than  10  million  women  who  use  oral  contracep- 
tives face  a  quandary.  When  taken  for  six  years  or  more, 
the  pill  can  lower  the  incidence  of  ovarian  cancer  by  507f.  But 
the  risk  of  breast  and  cervical  cancer  rises  some.  Researchers 
at  the  University  of  Southern  California's  School  of  Medicine 
are  designing  a  contraceptive  that  may  prevent  these  cancers. 

The  pill  contains  synthetic  versions  of  the  hormones  estro- 
gen and  progesterone.  The  levels  of  these  must  be  high 
enough  to  prevent  ovulation.  When  ovulation  stops,  these 
same  hormones  prevent  such  postmenopausal  symptoms  as 
osteoporosis  and  hot  flashes.  Malcolm  C.  Pike,  chairman  of 
preventive  medicine  at  USC's  medical  school,  says  the  dosage 
necessary  to  avoid  such  symptoms  is  about  60'7f  lower  than 
that  needed  to  prevent  ovulation.  And  it  is  high  levels  of  the 
hormones  that  seem  to  stimulate  breast  cancer. 

Pike's  new  regimen  uses  a  brain  compound  called  GnRHA 
that  also  prevents  ovulation  and  reduces  ovarian  cancer.  He 
then  gives  women  just  enough  estrogen  and  progesterone  to 
prevent  postmenopausal  symptoms.  These  low  levels  reduce 
the  risk  of  breast  cancer,  says  Pike.  Some  14  women  at  risk  of 
breast  cancer  have  safely  taken  the  regimen,  which  must  be 
injected  monthly.  Pike  is  talking  to  investors  about  funding 
larger  tests  of  a  regimen  taken  every  four  months. 


THIS  ELECTRON  GUN  COULD  ADD 
SOME  BANG  TO  FUEL  INJECTION 


One  of  the  problems 
dogging  carmakers 
is  that  incomplete  burn- 
ing of  fuel  depresses 
mileage  as  well  as  raises 
toxic  emissions.  Now, 
Charged  Injection  Corp., 
a  tiny  company  in  Mon- 
mouth Junction,  N.J., 
has  a  technology  that 
could  boost  combustion 
in  both  auto  and  jet  en- 
gines^ — increasing  fuel 
efficiency  and  lowering 
pollutants  by  up  to  15%. 

The  device  is  an  electron  gun  that  can  be  incorporated  into 
the  fuel-injection  system  of  cars  and  planes.  Using  a  small 
electric  current,  the  charger  shoots  electrons  into  the  fuel. 
This  creates  an  electromagnetic  field — spreading  gasoline,  avi- 
ation, or  diesel  fuel  into  self-repelling,  uniform  droplets.  Be- 
cause the  droplets  are  identical  and  much  smaller  than  the 
pockets  of  fuel  typically  fed  into  engine  cylinders,  they  are 
burned  more  efficiently.  A  major  aerospace  company  will  test 
Cic's  system  in  jet  engines — and  the  company  is  talking  with 
several  carmakers  about  similar  ventures.  Commercial  prod- 
ucts using  the  technology  could  be  on  the  market  by  1994. 


E  &  TECHNOLOGY 
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Brilliant  Diamond 

The  new  DiamondTel®  22X  cellular  phone  by 
Mitsubishi  Electronics,        Shown  actual  size,  the 
DiamondTel  pocket  phone  is  ultra  thin  and  weighs  a 
mere  7.7  ounces.  Jm,  Yet  it  tits  naturally  from  ear  to 


mouth  and  gives  you  a  tuU  hour  of  talk  time  (or  two 
and  a  half  hours  with  the  high  capacity  battery). 
New  features  include  a  high-performance  antenna  for 
outstanding  signal  and  sound  quality,  a  built-in  pager, 
any  key  answering  and  auto  answer,  w^m.  You'll  also 
want  to  see  the  new  DiamondTel  M14  Mobile  Phone 
WM.  With  sleek  styling  and  numerous  features,  it's  sur 
prisingly  affordable. 


A  Diamondlel® 


For  more  information,  call  (708)  298-9225 

Mitsubishi  Electronics  America,  Inc. 

800  Biermann  Court,  Mount  Prospect,  IL  60056 

©1992 


he  Corporation 


MAGE  FOR  BATTERED 
RITISH  AEROSPACE 


1  John  Cahill's  total  overhaul  breathe  new  life  into  BAe? 


tefore  John  C.  Cahill  arrived  at 
British  Aerospace  PLC  in  May,  he 
had  plenty  of  time  to  study  the 
aany  whose  chairmanship  he  was 
it  to  assume.  While  flying  from  New 
c  to  London  to  meet  his  new  board, 
11,  who  stands  6  feet,  4  inches  tall, 
lis  head  on  the  bathroom  door  and 
knocked  unconscious.  He  broke  his 
n  the  fall.  While  recuperating,  Cahill 
d  over  company  files  and 
3  clippings — only  to  find 
the  pride  of  Britain  was 
orse  shape  than  he. 
•itish  Aerospace  (BAe)  may 
le  kingdom's  largest  man- 
turer,  its  biggest  export- 
,nd  the  mainstay  of  its  na- 
il security,  but  it's  also 
of  England's  most  trou- 
companies.  It  ended  last 
with  a  $300  million  after- 
oss  on  sales  of  $20  billion. 
;nt  attempts  to  diversify 
y  from  defense  into  cars 
real  estate  have  proved 
strous  after  two  years  of 
shing  recession.  Regional 
•aft  operations  are  hemor- 
;ing  at  a  rate  of  about 
million  a  day.  Last  fall, 
Bad  of  shedding  assets 
shutting  plants,  BAe 
;d  $700  million  by  issuing 
shares — creating  a  moun- 
of  ill  will  with  existing 
eholders,  who  were  hop- 
for  a  radical  restructur- 
not  a  rights  issue. 
E  AND  DICE.  Since  the  flap 
■  the  rights  issue,  former 
irman  Sir  Roland  Smith 
been  ousted  and  the  share 
5  has  plummeted  by  two- 
Is.  The  final  insult  came 
sept.  21:  With  BAe's  mar- 
value  at  $800  million,  an 
ime  low,  the  London  Stock 
hange  dropped  BAe  from 
FT-SE  100  share  index,  the 
tigious  list  of  Britain's 
most  valuable  companies, 
ut  now  Cahill,  the  62-year- 
former  chief  executive  of 
glomerate  btr  PLC,  has  a 


dramatic  plan  to  put  BAe  back  on  its 
feet.  Unveiled  on  Sept.  23,  Cahill's  strat- 
egy involves  a  frenzy  of  cuts,  spin-offs, 
mergers,  and  closures.  The  market's  ini- 
tial reaction:  BAe's  share  price  fell  327f 
to  $1.44.  Alarmed,  Cahill  visited  the  trad- 
ing floor  of  one  large  London  broker  to 
talk  up  the  shares.  Rumors  spread  that 
predators  were  circling.  In  one  day,  10% 
of  its  shares  changed  hands.  "The  situa- 


RPORATION 


CAHILL  EXPECTS 
HARD  WORK, 
CONSCIENTIOUS 
PERFORMANCE, 
AND  NO 
SURPRISES 


INSIDE  SPRAWLING  BAe 


^  DEFENSE  Missiles  and  guided  weapons.  Tornado  and  Hawk 
fighter  jets.  Harrier  ground  attack  jets,  and  33%  of  the  troubled 
European  Fighter  Aircraft  consortium 

^  ROVER  Up-market  Rover  cars  and  Land  Rover  sports-utility  vehi- 
cles. May  reintroduce  MG  sports  car  line 

^  AIRBUS  Makes  wings  for  all  Airbus  models,  owns  20%  of  the 
Airbus  consortium 

►  COMMERCIAL  PROPERTY  Largest  owner  of  industrial  parks  in 
Britain,  intends  to  further  develop  commercial  properties  surround- 
ing London  and  bid  on  large  Far  Eastern  infrastructure  projects 

►  CORPORATE  JETS  Makes  Corporate  800  and  1 000  series  of  ex- 
ecutive jets 

^  REGIONAL  JETS  Half  of  biggest  money-loser,  which  includes  Jet- 
stream and  the  BAe  146  "Whisper  Jet,"  is  being  spun  off  into  joint 
venture  with  Taiwan  Aerospace 

►  SATELLITE  COMMUNICATIONS  Builds  military  and  maritime  com- 
munications satellites  and  scientific  research  satellites.  To  be  sold, 
probably  to  Matra  Marconi  Space  or  Deutsche  Aerospace 

DATA:  BW,  COMPANY  REPORTS 


tion  is  worse  than  I  thought,"  says  Nick 
Cunningham,  an  analyst  at  S.  G.  Strauss 
Turnbull  Securities.  "There  are  still 
some  black  holes  to  fill." 

The  massive  company  is  reorganizing 
itself  around  four  core  activities:  de- 
fense, Rover  cars,  Airbus  Industrie,  and 
construction  (table).  "Most  of  the  other 
unrelated  businesses  will  be  sold  off," 
Cahill  says  flatly.  That  includes  every- 
thing from  satellite  communications  and 
machine  tools  to  electric  generators  and 
airline  pilot  schools.  "We  will  no  longer 
be  viewed  as  a  lumbering  conglomer- 
ate," he  vows. 

Cahill  is  putting  what  he  calls  BAe's 
"problem  child,"  the  ailing  regional  air- 
craft group,  into  a  joint  venture  with 
Taiwan  Aerospace  Corp.,  and  contribut- 
ing a  plant  to  the  new  venture.  But  BAe 
still  is  taking  a  $1.3  billion  writedown  to 
cover  the  cost  of  closing  one  plant,  lay- 
ing off  3,000  workers,  and 
moving  operations  to  a  BAe 
facility  in  Scotland.  Eventual- 
ly, Cahill  envisions  merging 
the  small  airplane  group  into 
an  Airbus-style  consortium 
starting  to  take  shape  among 
Dutch,  German,  French,  and 
Italian  manufacturers. 

That's  not  all.  In  coming 
weeks,  Cahill  expects  to  sell 
the  satellite  communications 
group  to  either  Matra  Marco- 
ni Space  or  Deutsche  Aero- 
space. BAe  will  force  hun- 
dreds of  suppliers  to 
renegotiate  contracts,  and  it 
will  rewrite  the  leases  on  100 
regional  jets.  One  large  plant 
is  due  to  be  closed,  and  others 
will  be  cut  back.  Cahill  is  ex- 
pected to  lay  off  about  5,000 
employees  and  shed  one-fifth 
of  its  assets.  He's  also  cutting 
the  dividend  by  two-thirds. 
WINGS  OVER  EUROPE.  Despite 
all  the  gloom,  things  could  be 
looking  up.  Saudi  Arabia  soon 
is  expected  to  sign  a  contract 
to  buy  $2  billion  worth  of 
fighter  jets,  plus  $6  billion 
more  in  support  and  mainte- 
nance costs,  further  cement- 
ing BAe's  long  relationship 
with  the  Saudi  royal  family. 
Meanwhile,  Airbus,  207' 
owned  by  BAe,  is  flying  high. 
The  consortium  is  projecting  a 
$200  million  surplus  for  the 
second  year  in  a  row. 

The  one  dark  cloud  looming 
over  BAe's  aerospace  program 
is  the  European  Fighter  Air- 
craft, the  four-nation,  $40  bil- 
lion project  that  hopes  to  pro- 
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duce  a  next-g'eneration  fiKhter  jet.  The 
development  phase  is  almost  complete, 
and  a  maiden  iWght  is  scheduled  for  lat- 
er this  year.  But  Germany  is  pulling  out 
of  the  f:f.\,  and  economic  problems  may 
push  Italy  and  Spain  to  follow.  That 
means  Britain,  with  a  337'  share  in  the 
program,  either  has  to  shoulder  the  pro- 
duction costs  of  the  EFA  alone  or  start 
all  over  with  a  less  expensive  model. 
Either  way,  the  16,000  workers  whose 
futures  depend  on  the  fighter  can  proba- 
bly count  on  long  delays,  layoffs,  and 
plant  closures. 

SOUP  TO  NUTS.  Cahill  may  pick  up  some 
of  the  slack  in  the  Far  East.  BAe  plans  to 
supply  countries  such  as  Indonesia,  Sin- 
gapore, Malaysia,  and  even  Japan  with 
soup-to-nuts  defense-logistics  support.  If 
it  can  line  up  such  customers,  the  drastic 
cuts  in  defense  spending  l)y  Britain  and 
other  NATO  countries  won't  hurt  BAe  as 
much  as  U.  S.  defense  cuts  are  bedevil- 
ing Northrop,  General  Dynamics,  and 
McDonnell  Douglas. 

BAe  isn't  the  first  to  employ  a  "core 
activities"  retrenchment  strategy.  It  ap- 
pears to  be  mimicking  the  1991  reorgani- 
zation of  General  Dynamics  Corp.,  in 
which  <;d  sold  off  all  but  its  tank,  tacti- 
cal aircraft,  and  submarine  units,  to  the 


huzzahs  of  the  stock  market.  Says 
Shearson  Lehman  Brothers  Inc.  analyst 
Keith  Hodgkinson:  "If  it  worked  for  GD, 
it  should  work  for  BAe." 

Perhaps  the  biggest  change  at  BAe  is 
one  that  won't  be  visible  from  the  out- 
side. Cahill  has  already  begun  an  over- 
haul of  the  BAe  corporate  culture  by  im- 
porting BTR's  renowned  system  of 
financial  controls.  This  rigorous  plan- 


The  massive  company's 
strategy  involves  a 
frenzy  of  spin-ofTs, 
mergers,  and  closures 


ning  program  requires  line  managers  to 
prepare  a  complicated  monthly  report  on 
orders,  costs,  return  on  sales,  and  cash 
flow.  These  figures  are  appraised  by  se- 
nior headquarters  managers  who  control 
the  purse  strings.  The  system  allowed 
BTR  to  spot  trouble  early  and  squeeze 
profits  out  of  such  unglamorous  busi- 
nesses as  plastics  and  rubber  fittings. 
But  the  process  could  be  painful  for 


BAe  middle  managers,  who  until  n 
have  operated  more  or  less  indepcnilc 
ly.  "Everyone  at  BAe  is  going  to  l.ii  , 
who  John  Cahill  is,  right  down  t.'  i 
shop  manager  at  Rover,"  warns  ]'~.n\< 
F.  Faircloth,  BTR  chief  operating  oITm 
"He  can  scare  the  hell  out  of  pcupl 
Cahill  insists  he's  not  so  tough.  He  ji 
expects  hard  v/ork,  conscientious  pt_  rl' 
mance,  and  no  surprises. 

That  could  be  the  motto  for  his 
life.  He  joined  BTR  in  1955  as  a  rubb 
hose  salesman  and  stayed  on  for 
years.  He  admits  he  has  few  interei 
outside  his  family  and  his  work.  He  I 
no  fancy  credentials — not  even  a  colle 
degree.  He's  no  social  butterfly,  eith 
In  five  months  at  BAe,  he  has  gone 
to  lunch  once,  preferring  to  eat  a  che( 
sandwich  at  his  desk. 

London's  financial  analysts  are  hap 
to  see  the  down-to-earth  Cahill  runni 
the  show  after  years  of  drift.  His  d 
matic  downsizing  is  likely  to  produc( 
much  smaller,  more  manageable,  and 
tentially  very  profitable  company.  I 
while  BAe-watchers  credit  Cahill  w 
making  lots  of  tough  decisions  quick 
they  want  to  see  if  he  can  live  up  to 
edicts.  Just  don't  tell  him  to  break  a  k 
By  Paula  Dwyer  in  Lond 


The  Groundbreaking  Study  Everyone  Concerned 
with  Corporate  Success  Must  Read 


World-renowned  experts  John  Kotter  and  James  Heskett  use  landmark  research 
at  Hewlett-Packard,  Xerox,  ICl,  Nissan,  First  Chicago,  and  over  200  other 
companies  to  construct  this  first  full  scale  analysis  of  how  and  why  organizational 
values  and  unwritten  rules  can  make  or  break  today's  corporation. 

"A  solid  roadmap  for  understan'ding  corporate  culture  and  the  powerful  influence  it 
has  on  business."  —john  B.  McCoy,  Chairman,  Banc  One  Corporation 

"If  you're  looking  for  a  guide  to  understanding  and  changing  your  culture,  you're 
not  likely  to  do  better."  —Fortune 

"Finally,  a  book  that  takes  culture  seriously  and  relates  it  to  important  economic 
indicators."  —Sloan  Management  Review 
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&  If  Windows  makes  computing  easier,  what's  left  for  a  Windows  word  processor  to  do?  As  more  tlian  a 
million  WordPerfect  for  Windows  users  can  tell  you,  quite  a  lot.  Beyond  powerful  basic  features  like 
the  Ruler  and  the  Button  Bar,  WordPerfect  gives  you  special  options  like  "drag  and  drop"  text  handling  and 
zoom  editing.  Plus  sophisticated  macros  for  inserting  bullets  and  printing  envelopes  complete  with  Postal  bar 
codes.         In  other  words,  WordPerfect  does  for  Windows  what  it  did  for  DOS.  ^   It  makes  the  most  of  it. 
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Money  Making 
Discovery  For 
Sales  Executives! 

Imagine  finding  a  hidden  universe  with 
thousands  of  emerging  pnvate  furns  where 
last  year  one  in  seven  expanded  employ- 
ment by  over  25%,  and  the  5,000  fastest 
growing  grew  by  an  average  of  23%  ... 
creating  502,000  new  jobs  and  the  need  for 
almost  every  kind  of  business  product  or 
service  -  everything  from  office  equipment 
to  disability  insurance  to  real  estate. 

A  little  known  sales  tool  that  tracks 
these  companies  is  making  money  for  sales 
executives  who  use  it.  Called  the 
CORPTECH  DIRECTORY,  it's  the  only 
resource  available  that  uncovers  America's 
emerging  sector  of  technology  manufac- 
turers. Thiiik  of  it!  While  most  of  the 
economy  is  hurting,  these  companies  are 
growing.  CorpTech  gives  you  their  names, 
geographic  location,  growth  rates  for  each 
company,  plus  names,  titles,  and  respjon- 
sibilities  of  their  1 1 1,000  key  executives. 

"Great  investment  ...  made  money  by 
quickly  and  easily  identifying  customers  for 
specific  products,"  Mike  Mueller,  Manager, 
Mitsubishi. 

Free  fact  kit  shows  20  money-making 
ways  this  sales  tool  can  revitalize  your  sell- 
ing efforts.  Call  1-800-333-8036  or  mail 
name  and  address  to  CorpTech,  Dept  BS  W, 
12  Alfred  Street,  Wobum,  MA  01801. 


When 
you  give  blood 
you  give 
anomer 

birthday 
another  laugh, 
another  hug, 
another 
chance. 
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Please  give  blood, 


WITH  OIL  WORK  DRYING  UP,  McCRAW  HAS  BEEN  PURSUING  BROADER  CONSTRUCTION  MARKE 


CLEANING  UP 
AT  FLUOR 


Its  latest  coup  is  a  huge  contract  to  dismantle  a  plutonium  plant 


The  usually  staid  engineers  at  Fluor 
Corp.  threw  quite  a  party  the  other 
night.  Aboard  a  yacht  off  Newport 
Beach,  Calif.,  President  Vincent  L. 
Kontny  gave  so  many  toasts  he  can't 
even  remember  what  he  had  for  dinner. 
But  nobody  can  blame  Kontny  and  com- 
pany for  whooping  it  up.  They  were  cele- 
brating their  biggest  contract  in  a  de- 
cade: an  Energy  Dept.  award  to  clean  up 
nuclear  waste,  a  deal  that  could  grow  to 
$4  billion  by  1997. 

Winning  the  giant  contract  was  no 
fluke.  Ever  since  1985,  when  the  Irvine 
(Calif.)  contractor  nearly  sank  under  the 
weight  of  a  misguided 
diversification  into 
gold  and  silver  min- 
ing, Fluor  has  been 
drastically  remaking 
itself.  First,  it  shed 
$750  million  worth  of 
assets  and  cut  em- 
ployment by  almost 
707f.  Then,  it  moved 
quickly  into  factory 
construction  for  the 
auto,  pharmaceutical, 
and  food  industries. 
Now,  the  company  is 
making  a  major  push 
into  environmental- 
cleanup  and  pollution- 


control  work,  which  already  represe 
more  than  half  of  its  $8  billion  in  n 
business  so  far  this  year.  And  to  h 
drum  up  business,  it  is  increasingly 
ing  its  own  capital  to  help  finance  otl 
companies'  projects. 

All  this  means  the  recession,  wh 
brutal  on  many  of  its  rivals,  hasn't 
Fluor  too  hard.  Last  year,  profits  surg 
9'/',  to  a  record  $161  million,  on  reveni 
of  $6.7  billion.  Even  without  the  n 
Energy  Dept.  contract,  its  backlog 
work  now  tops  $12  billion  (table). 

Still,  Fluor  e.xecutives  can't  rest.  W 
the  global  economy  expected  to  grow 


INSIDE  FLUOR'S  BIG  BACKLOG 


INDUSTRlAi  $3  billion,  up 
1 7%.  Includes  auto  plant 
construction,  a  diape 
factory,  and  new 
earthquake-resis- 
tant Los  Angeles 
Fire  Dept,  facility 


CHtMICALS,  DRUGS 
AND  FOOD 

$2.9  billion,  up  5% 


HYDROCARBON 

$4  1  billion,  up  14% 
Oil  and  gas  refineries, 
pipelines,  and 
petrochemical  plants 


GOVERNMfNT 

7  billion, 
46%.  Virtual! 
environmf 
projects 


POWER  $1  billio 
16%.  Much  gro' 
expected  from 

antipollution  de 
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'  ;  this  year,  and  only  ;i' '  in  1!}9;3, 
'ight  prospects  for  vast  new  refin- 
id  construction  projects  in  such 

as  the  former  Soviet  Union  and 
sia  seem  increasingly  remote.  "In 
^luor  was  talking  about  a  global 
in  engineering  and  construction 
at  there  wouldn't  be  enough  engi- 
to  deal  with  it  all,"  says  analyst 

Callan  of  Prudential  Securities 
That  scenario  has  more  or  less 
ated."  Fluor's  share  price  has 
;d  to  $43,  from  $53  after  the  Per- 
ulf  war. 

of  the  problem  is  Fluor's  operat- 
irgins  of  only  37'.  Chief  Executive 
G.  McCraw  wants  to  get  margins 
around  67  or  87,  but  that  will  be 
lely  tough.  He  already  has  cut 
Irastically,  and  the  sluggish  econo- 
ikes  it  hard  for  him  to  raise  prices, 
i'hile,  Fluor's  Doe  Run  lead-mining 
ions  also  continue  to  be  a  major 
n  earnings,  a  fact  that  isn't  lost  on 
ts.  "The  company  has  done  a  bit 
ach  rah-rahing,"  complains  Callan. 
iiNT?  It  is  counting  on  a  steady 
f  environmental-cleanup  and  pollu- 
ntrol  work  to  get  outsiders  cheer- 
t  now  has  a  team  of  some  250 
■ers  and  staffers  to  chase  such 
Vith  its  Energy  Dept.  victory  over 
angtime  players  as  Waste  Manage- 

Inc,  Fluor  has  scored  "a  real 
;hrough,"  says  McCraw,  CEO  since 
He  hopes  the  contract — to  mop  up 
lismantle  a  shuttered  plutonium 
outside  Cincinnati — will  serve  as  a 
•int  for  16  other  upcoming  Energy 
cleanup  jobs. 

3r  expects  the  payoff  to  extend  be- 
cleaning  up  existing  waste  sites, 
s  customers  plan  to  spend  up  to 
f  their  capital  budgets  each  year 
^he  next  decade  meeting  tougher 
id  water-pollution  laws.  Plus,  the 
my  figures  907  of  its  revenues 
domestic  oil-refinery  construction 
■  next  five  years  will  come  from 
itting  existing  refineries  with  sys- 
that  produce  the  cleaner-burning 
ne  mandated  by  the  Clean  Air  Act. 

Fluor  isn't  stopping  there.  With 
itanding  at  just  97  of  capitalization 
cash  hoard  of  $320  million,  Fluor 
he  leverage  to  make  loans,  take 
T  stakes,  and  line  up  financing  for 
s  of  projects.  When  a  U.  S.  chemi- 
)mpany  recently  had  trouble  get- 
mnk  financing  for  a  new  plant  in 
0,  Fluor  stepped  in.  It  guaranteed 
for  the  company,  which  declined  to 
med,  and  agreed  to  defer  payments 
?  plant  until  it  goes  into  production, 
brought  that  one  back  from  the 
'  says  Fluor  Chief  Financial  Offi- 
imes  0.  Rollans.  Having  been  close 
?  edge  itself  just  a  few  years  ago, 
can  relate. 

By  Eric  Schine  in  Irvitu;  Calif. 
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Affordable  Elegance 


RcNioirtkiiKJ  Traditional 
European  Style  Hotels 

San  Francisco. ..[k  Juscanlnn 
San  Francisco....  Vintage  Court 

Seattle  Jhe  Mayflower  Park 

Portland  Vir^tage  Plaza 

Salt  Lake  City  Jhe  Peery 

Santa  Barbara...  Monfeofo/nn 

Honolulu  Waikiki  loy 

Anchorage ..  Mhern  lights  Inn 


Chicago  Jhe  Midland 

Cincinnati... .fte  Garfield  House 

Dallas  Jhe  Stoneleigh 

Gavleston..  Jhe  Jremont  House 

Albuquerque  la  Posada 

Santo  Fe  Plaza  Real 


Boston  Jhe  lenox 

New  York  Jhe  Mayflower 

New  York  Jhe  Gorham 

Philadelphia  Jhe  latham 

Washington  D.C...  Jhe  latham 
Atlanta  Regency  Suites 


Reservations  1 300  447-9559 


The  Best  of 
Stage,  Screen, 
and  Television 

on  Video! 


THE  VIDEO  CATALOG 

features  a  wide  selection  of  your 
favorite  British  comedies  and 
dramas,  performing  arts  and 
documentaries,  children's 
classics,  family  entertainment, 
and  more  hard-to-find  videos  for 
the  discerning  viewer. 

For  your  free  one  year  catalog  subscription, 
please  mail  the  coupon  below. 

□  Yes.  please  start  my  FREE  one  year 
VIDEO  CATALOG  subscription. 

Name  


Address 


_Apt.. 


City  _ 
State 


.Zip. 


Mail  to;  THE  VIDEO  CATALOG 
Um  Westgate  Drive,  Dept.  5033 
St  Paul,  MN  55114 
 I 

BUSINESS  WEEK/OCTOBER  5,  1992  113 


locial  Issues 


EDUCATION  I 


A  LOT  LESS  MOOLA  MOOLA 
AMPUS 


The  financial  crunch  at  state  universities  may  jeopardize  the  quality  of  liigher  education 


Ti 


I  he  University  of  Massachusetts 
in  Boston  has  become  a  sym- 
bol of  tough  times.  The 
10th  floor  of  the  library  is  being 
used  as  offices  and  classrooms. 
Tuition  has  jumped  &47"  since 
1988,  to  $2,134  a  year,  and  ad- 
ditional fees  have  soared 
6597",  to  $1,913.  Over  the  past 
three  years,  the  school  has 
laid  off  16%  of  its  faculty.  And 
school  officials  have  shuttered 
the  undergraduate  legal  pro- 
gram and  the  1,000-student  Park 
Square   campus  downtown. 
"We  don't  feel  we  could  go 
any  lower  without  impacting 
the   academic  mission," 
says  David  A.  Edwards 
associate  vice-chancellor 
for  administration  and  fi- 
nance at  liMass  Boston. 

Although  the  crunch 
first  hit  UMass  four 
years  ago,  the  school  has 
plenty  of  collegiate  com- 
pany today.  To  finance 
rising  costs  of  other  pro- 
grams while  balancing 
their  budgets,  many 
states  have  savaged 
higher-education  fund- 
ing. California  slashed 
nearly  107'  of  its  $4.5  bil- 
lion budget  for  state  uni- 
versities in  September, 
and  at  least  27  other 
states  have  cuts  planned, 
too.  As  a  result,  public 
tuition  increases  average 
127'  this  year,  the  largest 
jump  since  1983,  accord- 
ing to  the  College  Board, 
a  nonprofit  educational 
organization. 

The  effects  already  are  being  felt,  say 
panicky  college  officials:  a  permanent 
decline  in  accessibility  at  some  of  Ameri- 
ca's most  prestigious  public  schools. 
"Quality  is  already  starting  to  erode," 
says  Michael  Armstrong,  director  of 
planning  for  the  Florida  State  University 
System.  "It  costs  more  to  do  less." 

The  cuts  come  at  a  time  when  public 
higher  education  is  under  siege.  Citing 
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bloated  bureaucracies  and  an  overem- 
phasis on  research,  Representative  Pa- 
tricia Schroeder  (D-Colo.)  says:  "Higher 
education  has  lost  sight  of  its  purpose  to 
educate  the  public."  Colleges  have  been 
mismanaged  for  years,  she  and  others 
argue,  and  the  admittedly  rough  medi- 
cine they're  now  swallowing  could  result 
in  a  leaner,  more  efficient  system  that 
actually  serves  students  better. 
Trouble  is,  the  recession-induced  cuts 


are  hitting  both  poorly  n: 
aged  and  well-run  uni' 
sities  alike.  What  mati 
isn't  administrative  ( 
ciency  but  the  scale  c 
state's    budget  wc 
''   Through    much  of 

1980s,  public  schools  recei 
hefty  increases  well  above 
rate  of  inflation  from  st 
legislatures,  which  prov 
607^  of  their  funding.  As 
recession  hit,  the  percf 
age  of  state  general  n 
nues  going  to  public 
leges  began  shrinking 
6.87'  in  1990  from  7.89 
1987,  according  to 
American  Association 
State  Colleges  &  Uni-^ 
sities.  In  Massachuse 
support  for  the  Bos 
campus  has  plumme 
from  $61.1  million  in  1 
to  $36.8  million  in  lii 
In  Florida,  per-studi 
state  appropriations  h 
dropped  from  $7,200 
1989  to  $5,300  in  1992 
SALARY  FREEZE.  The  li 
get  ills  are  taking  il 
toll   in   different  w; 
The  University  of  Vir; 
ia  economizes  by  not 
dating  academic  jouri 
and  reducing  travel 
scholarly  meetings. 
Diego  State  Universilj 
state  aid  was  cut  8.89 
May,  on  top  of  157o 
year,  prompting  plansl 
close  nine  departmeis 
including  health  scien( 
industrial  studies,  ; 
aerospace  engineering.  At  the  UinM 
ty  of  Maryland,  administrators  arc  In 
ing  for  a  127  budget  cut  this  year 
reductions  translate  into  more  crn\A 
classrooms,  less  building  mainteiiai: 
and  salary  freezes.  ^ 
The  burdens  are  obvious.  Still,  scl 
education  experts  believe  the  fiscal  ow 
haul  of  universities  is  healthy — and  l(  p 
overdue.  Colleges  have  been  crying  i  - 
erty — and  raising  tuition — for  nidst 
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isl  decade  (chail,  {rdne  114),  sayiiiji- 
otiey  was  needed  for  faculty  raises 
lodern  academic  ecjuipment. 
,  Schroeder,  who  chairs  the  House 
.  Committee  on  Children,  Youth  & 
ies,  complains  of  waste:  Adminis- 
e  expenses  have  become  the  fast- 
ing cost  on  campus,  she  notes.  An 
ised  emphasis  on  research  has 
:  that  professors  spend  only  six  to 
hours  a  week  teaching.  Yet,  says 
leder,  a  College  Board  survey 
that  more  than  half  of  the  profes- 
pent  fewer  than  five  hours  a  week 
earch,  and  a  third  admit  to  none  at 
[f  they're  not  conducting  research 
iching,  just  what  are  they  doing?" 
sked  at  a  Sept.  14  hearing.  Says 
K.  Goldhaber,  acting  dean  at  the 
rsity  of  Maryland  at  College  Park: 
mission  of  research  institutions  is 
are,  transmit,  and  create  knowl- 
When  you  attack  the  research  in- 
ions,  you're  attacking  the  seed  corn 
I'  future." 

iGGED  SYSTEM?  Nonetheless,  some 
ts  believe  that  raising  tuition  could 
)lessing  in  disguise.  Thanks  to  pub- 
lools'  low  fees  and  open-enrollment 
5s,  607'  of  American  high-school 
lates — far  more  than  other  na- 
— spend  some  time  at  college.  But 
257  make  it  all  the  way  through, 
dropouts,  critics  say,  waste  re- 
es  and  clog  up  the  system.  "Low 
n  acts  as  a  magnet  for  the  kids 
ion't  know  what  they  want  to  do," 
!S  Arthur  M.  Hauptman,  a  Wash- 
n  financial  consultant  for  universi- 
Tuition  hikes  would  reduce  class 
he  says,  and  the  extra  money  could 
)ward  scholarships.  But  it  hasn't 
3d  out  that  way  so  far:  California, 
York,  and  Virginia  have  cut  state 
cial  aid,  despite  tuition  hikes  of  15''' 
7'  in  the  past  year, 
th  tuition  averaging  $2,817  a  year, 
?  college  still  seems  like  a  bargain, 
rtheless,  says  Beverly  Coles,  direc- 
if  education  and  housing  for  the 
P,  education  is  becoming  increas- 

inaccessible  for  African-American 
nts,  857'  of  whom  receive  aid.  "In- 

of  having  too  many  people  in  col- 
says  Coles,  "you  probably  don't 
enough." 

alleviate  their  financial  woes,  some 
Tsities  have  turned  to  corporations 
;rants.  "If  they  want  an  educated 

force,  they'd  better  invest,"  says 
s's  Edwards.  Others  are  focusing 
reas  in  which  they  excel.  But  the 
.  toward  decreased  funding  seems 
ult  to  reverse.  With  classrooms  be- 
ig  more  crowded  and  students  pay- 
riore  tuition,  hard  times  at  State  U. 
Tiean  a  higher  price  for  everyone. 

Christi>!a  Del  Valle  in  Washi»gfo)i. 
Eric  Schine  in  Los  Angeles  and  Gari/ 
'lliams  in  Boston 
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Don't  sell  yourself  shoil!  Let  successful 
management  consultant  Alan  Weiss  show  you  how 
to  grow  your  consulting  business  into  the  $1  million 
stratosphere  and  beyond.  From  setting  value- 
based  fees  to  securing  credit,  hiring  personnel  to 
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f     information  I 
/    had  to  learn  the 
'    hard  way.  The 
advice  on  develop- 
ing price  structure 
alone  is  worth  a 
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price  of  the  hook." 
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Development  Dimensions  International 
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BANKS  GET  REAl ABOUT 
REAL  ESTATE  lOSSES 

They're  trying  to  unload  property.  But  even  at  50$  on  the  dollar,  buyers  are  balking 


In  June,  1991,  First  Chicago  Corp.'s 
top  officers  devoted  their  annual 
management  retreat  in  Kohier,  Wis., 
to  the  bank's  trouliled  real  estate  loans. 
They  considered  the  alternatives.  Maybe 
it  was  best  to  bite  the  bullet:  simply 
write  off  the  loans  and  dump  them.  Or 
create  a  separate  "bad  bank"  to  handle 
the  dirty  work.  Or  perhaps  hold  on  and 
ride  out  the  real  estate  recession.  Says 
W.  G.  Jurgensen,  the  chief  financial  offi- 
cer: "We  all  recognized  that  real  estate 
assets  were  the  single  most  negative  in- 
fluence on  our  earnings." 

For  over  a  year,  the  bank  rode  it  out. 
But  the  real  estate  recession  has  turned 


into  a  depression — with  no  turnaround  in 
sight.  So  on  Sept.  14,  First  Chicago  put 
up  for  sale  $2.1  billion  in  troubled  real 
estate  properties  and  loans,  after  writ- 
ing down  their  value  by  46/' .  Many  other 
banks  are  mulling  the  same  choice.  Two 
days  later,  Fleet  Financial  Group  of  Bos- 
ton announced  its  escape  plan.  Wells 
Fargo  &  Co.,  Citicorp,  and  others  may 
follow.  "First  Chicago  is  just  the  first 
news  to  hit  the  ticker,"  says  Jon  A.  Fo- 
sheim,  a  principal  at  real  estate  research 
firm  Green  Street  Advisors.  "The  funda- 
mentals are  in  place  for  all  the  big  insti- 
tutions to  own  up  to  the  diminished  val- 
ue of  their  real  estate  holdings." 


The  big  question  is  whether  this  sp* 
of  fire  sales  will  further  depress  pri 
and  thus  add  to  the  glut  of  foreck^ 
properties  and  empty  office  buildii 
There  is  already  $66  billion  in  bad  i 
estate  loans  on  bank  balance  sheets 
tionwide,  and  traditional  buyers,  sucl  u 
pension  funds,  insurance  companies,  <l 
banks,  are  on  the  sidelines.  The  ups| 
for  banks  could  well  be  that  their  l^D 
portfolios  will  be  worth  even  less. 

Certainly,  some  foreign  institutii 
rich  families,  a  covey  of  "vulture"  fuii 
investment  banks,  and  real  estate  inv  t- 
ment  trusts  (REITs)  are  picking  u]i  s( 
of  the  merchandise.  But  the  cuiulu 
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r  of  newer  buyers  doesn't  come 
the  demand  that  was  once  generat- 
'  the  major  U.  S.  institutions.  And 
of  this  buying  interest  has  already 
siphoned  off  by  Resolution  Trust 
,  which  still  has  $35  billion  of  prop- 
ind  loans  left  to  peddle, 
it  leaves  the  banks  with  a  delicate 
cing  act:  how  to  move  real  estate 
in  a  buyer's  market  while  offset- 
he  damage  to  their  balance  sheets. 
)roblem  is  that  big  write-offs  can 
already  fragile  banks  unless  they 
;ome  way  to  replenish  their  capital, 
vrite-offs  drag  down  capital  ra- 
t  a  time  when  the  Federal  Depos- 
urance  Corp.  is  pushing  for  high- 
pital  standards. 

st  Chicago  dealt  with  this  prob- 
/ith  a  mixture  of  stock  sales  and 
nting  gimmickry.  The  bank  will 
t  a  $625  million  write-off  in  the 
quarter  with  a  $300  million  gain, 
arking  up  the  value  of  its  ven- 
;apital  portfolio  to  its  market  val- 
nd  to  bolster  its  capital  further, 
pes  to  sell  $300  million  of  pre- 
i  stock  before  yearend,  in  addi- 
;o  the  $292  million  in  common  it 
in  June.  "This  strategy  requires 
ourage  and  the  resources  to  ab- 
a  big  hit.  Not  everybody  can  do 
ays  Hugh  F.  Kelly,  director  of 
imic  research  at  Landauer  Asso- 
;  Inc.,  a  consulting  firm.  It  also 
nes  that  First  Chicago  will  be 
to  get  54(t  on  the  dollar,  or  more 
$1  billion  for  its  bad  loans  and 
losed  properties,  which  is  far 
assured. 

t  it  was  First  Chicago's  best  al- 
tive.  The  widely  heralded  "bad 
"  strategy,  which  pawns  off  trou- 
loans  into  a  separate  new  bank, 
be  cumbersome  and  costly.  A 

example  is  Mellon  Bank  Corp.,  an 

pioneer  of  the  strategy.  In  1988,  it 
ip  Grant  Street  National  Bank,  to 
1  it  sold  $500  million  of  bad  real 
e  loans.  To  do  so,  it  had  to  mark 
i  the  loans  to  about  41$  on  the  dol- 
loat  $500  million  in  debt,  and  raise 

million  from  a  private  investor, 
t  Street  then  put  those  marked- 
I  loans  on  the  block. 

PAYS?  Grant  Street  has  unloaded 
it  $5  million  of  them,  but  not  with- 
unpleasant  consequences.  Mellon 
jrant  Street  have  been  sued  by  sev- 
former  borrowers  whose  loans  end- 
p  in  Grant  Street's  portfolio.  The 
s  are  appealing  a  $29  million  judg- 
,  to  one  Colorado  developer.  If  Mel- 
loesn't  win  on  appeal,  it  could  be 
>  for  any  award  of  more  than  $10 
)n.  Says  William  B.  Eagleson,  chief 
ative  of  Grant  Street:  "We  conclud- 

was  better  to  move  this  stuff  out." 
'st  Chicago  did  not  pursue  another 
n  favored  by  some  banks:  the  auc- 


tion block.  It's  easy  to  see  why.  On  Aug. 
13,  Jones  Lang  Wootten  USA,  an  arm  of 
the  big  British  development  company, 
tried  to  auction  off  $500  million  in  com- 
mercial real  estate,  much  of  it  foreclosed 
bank  property.  Even  though  bidders 
from  the  U.  S.,  Europe,  and  the  Pacific 
Rim  crowded  the  Century  Plaza  Hotel  in 
Los  Angeles,  barely  half  the  properties 
sold,  and  those  fetched  less  than  half 
their  original  value.  Several  buildings 
sold  for  less  than  their  published  mini- 
mum prices.  Says  Nick  Buss,  director  of 
investment  research  at  Real  Estate  Re- 


BANKS  HAVE  A  LOT  OF 
REAL  ESTATE  ASSETS  TO  SELL 

Real  estate  Foreclosed 
loans*  property 

Millions  of  dollars 


BANKAMERICA 

$19,234 

$1,540 

CITICORP 

18,204 

4,315 

WELLS  FARGO 

12,572 

627 

NATIONSBANK 

10,556 

766 

CHEMICAL  BANKING 

8,941 

1,497 

CHASE  MANHAHAN 

8,329 

1,003 

FIRST  UNION 

6,300 

340 

SUNTRUST 

5,246 

244 

FLEET  FINANCIAL 

4,725 

514 

FIRST  INTERSTATE 

4,829 

320 

*lncludes  residential  and 

commercial  real  estate 

DATA:  KEEFE.  BRUVETTE  8.  WOODS  INC. 


search  Corp.  in  Chicago:  "Now,  the  mar- 
ket is  moving  to  a  point  where  illiquidity 
is  totally  in  effect." 

While  First  Chicago  sells  one  loan  at  a 
time,  some  banks  are  quietly  packaging 
and  dumping  loans  in  batches  of  $100 
million — and  up.  On  Sept.  18,  Shawmut 
National  Corp.  entertained  offers  for  a 
parcel  of  loans  with  a  face  value  of 
about  $100  million.  The  bidding  from  in- 
stitutional investors:  55(t  to  60$  on  the 
dollar.  Fleet  Financial,  which  plans  to 
sell  $500  million  of  bad  assets  in  bulk 
parcels,  may  do  even  worse.  James  H. 
Hance  Jr.,  chief  financial  officer  of  Na- 


At  one  large  auction,  barely 
half  the  properties  sold — and 
they  fetched  less  than  half 
their  original  value 


tionsBank  Corp.  in  Charlotte,  N.  C, 
wouldn't  be  surprised.  "Few  banks  have 
gone  this  route,  because  they've  been 
unwilling  to  sell  at  the  market  value" — 
often  only  half  as  much  as  the  original 
loan,  says  Hance.  He  will  sell  three  pools 
of  loans  and  assets  before  yearend  for 
$600  million,  for  50$  to  60(1;  on  the  dollar. 
'GRAVE  DANCER.'  Banks,  whatever  their 
strategy,  are  busily  scouting  for  buyers. 
Some  major  investors  are  shopping,  such 
as  the  Bass  brothers  of  Texas  and  the 
Pritzkers  of  Chicago.  Barry  S.  Stern- 
licht,  president  of  Starwood  Capital  Part- 
ners of  Chicago,  raised  $62  million  ear- 
ly this  year  from  rich  families  to  buy 
$250  million  worth  of  real  estate  loans 
and  buildings  from  banks.  "There  are 
opportunities  in  the  market  for  entre- 
preneurial capital  that  can  move 
quickly,"  Sternlicht  says. 

"Vultures"  are  circling,  too.  Samuel 
Zell,  nicknamed  "the  grave  dancer," 
has  seen  some  of  his  own  investments 
go  sour  lately.  But  he's  packing  a  $450 
million  investment  fund  raised  by 
Merrill  Lynch  &  Co.  "The  supply-and- 
demand  imbalance  is  going  to  be  in 
favor  of  the  buy  side  for  quite  a 
wrhile,"  says  Richard  B.  Saltzman, 
Merrill's  head  of  real  estate. 

Landauer's  Kelly  agrees.  "There  is 
still  a  capital  shortage  for  this  indus- 
try," he  says.  Ronald  Greenspan,  di- 
rector of  restructuring  services  at 
Price  Waterhouse,  recently  met  in  To- 
kyo with  50  banks,  trading  companies, 
insurers,  and  other  potential  investors, 
all  of  which  had  previously  invested  in 
U.  S.  real  estate.  Only  one  was  inter- 
ested in  making  new  purchases.  "If 
SOfc  to  907'  of  them  could  just  pick  up 
their  chips  and  go  home,  they  would," 
Greenspan  says. 
And  while  some  U.  S.  pension  funds 
would  like  to  buy,  most  are  wary.  Many 
bought  into  real  estate  investment  pools 
launched  by  such  firms  as  JMB  Realty, 
Copley  Real  Estate  Advisors,  J.  P.  Mor- 
gan, and  Trust  Company  of  the  West 
only  to  be  burned  by  write-downs  on 
their  investments.  "Are  we  going  to  in- 
vest any  more  in  real  estate?"  asks  Wil- 
liam R.  Schwartz,  executive  secretary  of 
the  Missouri  Local  Government  Employ- 
ees' Retirement  System.  "With  the 
write-downs  we've  had  over  the  last  cou- 
ple of  years,  probably  not." 

Nearly  anything,  however,  can  be  sold 
if  the  price  is  right.  Michael  Herzberg, 
chief  executive  of  Ferguson  Partners  in 
Chicago,  says:  "I  don't  think  there's  a 
lack  of  capital.  The  issue  is  pricing." 
Herzberg  is  obviously  right.  And  that 
means  the  only  direction  commercial  real 
estate  prices  have  to  go,  at  least  for  a 
while,  is  down. 

By  David  Greising  in  Chicago,  with 
Geoffrey  Smith  in  Boston  and  bureau 
reports 
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CAN  SANDY  WEILL  BRING 
TRAVELERS  IN  OUT  OF  THE  RAIN? 


Primerica's  cash  will  help  right  away,  but  a  rebound  may  take  years 


San  ford  I.  Weill  is  one  shrewd  fi- 
nancier. In  the  '60s  and  '70s,  he 
pieced  together  a  handful  of  small 
brokerages  into  a  franchise  he  sold  for  a 
record  $930  million  to  American  Express 
Co.  in  1981.  By  the  end  of  the  '80s,  he 
had  taken  over  Primerica  Corp.  and  built 
it  into  one  of  the  nation's  most  profitable 
financial-services  combines. 

But  the  deal  he  unveiled  on  Sept.  21 
may  be  his  most  challenging  yet.  Pri- 
merica is  buying  a  27'-  stake  in  Travel- 
ers Corp.,  which  has  fallen  on  hard 
times.  Travelers  is  a  huge,  multiline  in- 
surer, offering  life,  health,  and  property 
coverage.  True  to  form,  Weill  got  in 
cheap,  paying  just  $19  a  share  for  38 
million  shares,  or  less  than  half  Travel- 
ers' stated  book  value.  Wall 
Street  quickly  gave  its  approval, 
pushing  the  Hartford-based  in- 
surer's stock  up  26%  over  its 
$17.50  close  the  day  before 
Weill's  move. 

The  enthusiasm  may  be  pre- 
mature. Real  estate  problems  at 
Travelers  continue  to  grow,  and 
the  amount  of  troubled  real  es- 
tate in  its  portfolio  has  increased 
10/f  in  the  second  quarter,  to 
$5.2  billion,  or  fully  a  third  of  its 
total  mortgage  and  real-estate 
holdings  (table).  And  the  compa- 
ny is  still  downsizing  as  it  strug- 
gles to  refocus  its  core  personal- 
and  commercial-insurance  busi- 
ness. "I  don't  want  to  bet 
against  Sandy,  ever,"  says  Dean 
Witter  Reynolds  Inc.  analyst  Mi- 
chael A.  Lewis.  "But  it's  not  a 
quick  turnaround." 
DISASTER  BLITZ.  True,  Weill  will 
get  almost  a  10%  return  on  his 
money  through  Travelers'  $1.60- 
a-share  dividend.  Still,  given 
Travelers'  woes,  the  dividend's 
current  level  is  no  sure  thing. 
Weill  is  betting  that  the  insur- 
ance industry  is  poised  for  a 
turn  in  the  underwriting  cycle. 
Intense  price-cutting  in  property- 
casualty  lines  for  the  past  five 
years  has  left  many  insurers 
with  distressed  balance  sheets. 
Some  observers  think  this  year's 
record  rash  of  disasters — includ- 


ing an  estimated  $8  billion  bill  from  Hur- 
ricane Andrew  this  summer — will  finally 
allow  a  round  of  price  increases.  Al- 
ready, there  are  signs  that  in  some  lines, 
such  as  personal  automobile  insurance, 
premiums  are  rising  and  underwriting 
losses  are  decreasing.  The  turnaround  in 
the  personal  lines  helped  Travelers  earn 
$35  million  in  that  business  last  year, 
compared  with  a  $33  million  loss  in  1990. 

The  lure  of  Travelers'  national  busi- 
ness franchise  is  also  attractive  to  Weill. 
In  contrast  with  Primerica,  which  has 
built  its  franchise  selling  financial  and 
insurance  products  to  the  middle  class. 
Travelers  is  known  for  its  success  at 
providing  group  health  and  life  insur- 
ance to  large  businesses.  "It's  one  of  the 
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THE  REAL  ESTATE 
WOES  OF  TRAVELERS 


Billions  of  dollars 


TOTAL  COMPANY  INVESTMENT  PORTFOLIO  $40. 5 

Mortgage  loans  and  real  estate  ^  $13.8 

►  Foreclosed  2. 1 

►  Restructured  or  delinquent  3.1 


TOTAL  UNDERPERFORMING  REAL  ESTATE  $5.9 


DATA:  TRAVELERS  CORP. 


strongest  names  in  the  financial-servj 
industry,"  says  Weill. 

Neither  Weill  nor  Travelers  Chain 
and  CEO  Edward  H.  Budd  will  specu 
on  how  the  two  companies  might  c: 
bine  product  lines.  But  it's  certain  t 
Weill,  who  used  to  head  American 
press'  Fireman's  Fund  unit,  now  ca 
AMEX  Life  Assurance,  will  have  a 
say  in  the  Hartford  giant's  operatic 
The  alliance  calls  for  Weill  to  chair  Ti 
elers'  finance  committee,  and  the 
CEOs  will  also  head  a  management 
view  of  Travelers'  operations.  Primei 
will  have  4  seats  on  the  16-member  Ti 
elers  board.  "This  alliance  is  about  m 
than  just  capital,"  says  Budd. 
RATING  REVIEW.  Even  so.  Travel 
needs  all  the  capital  it  can  get.  The  d 
pany  will  receive  net  cash  of  $722.5  i 
lion  from  the  deal,  on  top  of  $675  mil 
Travelers  raised  earlier  this  year  in  d 
and  equity  offerings.  Worries  over 
capital  adequacy  and  lingering  real 
tate  problems  led  the  major  credit-rat 
agencies  to  lower  Travelers'  ratings 
year.  Following  the  Primerica  annoui 
ment,  Moody's  Investors  Service  sai( 
would  review  the  insurer's  Baal  rat 
for  a  possible  upgrade. 

The  cash  infusion  will 
Travelers  added  financial  fl 
bility  to  ride  out  the  real-est 
recession.  The  company  went 
a  lending  binge  for  office  bu 
ings  in  the  '80s,  but  many 
those  deals  have  soured,  leav 
Travelers  with  among  the  wc 
real-estate  problems  in  the 
dustry.  "Nobody  is  saying  r 
estate  is  going  to  turn  aroun 
says  Weill.  "But  the  comp; 
now  has  the  capital  to  stay 
through." 

The  Primerica  deal  is  the 
est  in  a  long  list  of  rebuild 
moves  undertaken  by  Budd 
the  past  couple  of  years.  A  n 
management  team  was  ass( 
bled,  thousands  of  employ 
are  being  shed  from  the  payr 
and  Travelers  is  withdraw 
from  unprofitable  markets, 
ting  almost  half  of  its  persoi 
and  commercial-policy  agents 
the  process.  The  changes  are 
pected  to  reduce  operating  co 
by  $300  million  in  1992. 

Travelers'  battered  balai 
sheet  could  sorely  use  the  boc 
since  it  may  take  years  befi 
underwriting  margins  impn 
and  real  estate  turns  around 
may  also  take  years  to  see 
Weill's  winning  streak  rema 
unbroken. 

By  Tim  Smart  in  New  Yc 
with  Julie  Tilsner  in  New  Have 


Commitment. 

To  the  best  customer  service. 

Commitment. 

To  the  highest  standards  of  quality. 

Commitment. 

fo  the  9751  Business  Communications  System 


Commitments  are  important.  Living  up 
to  them  is  even  more  important.  And  our 
customers  are  telling  us  we're  doing  just 
that.  According  to  Dataquest,  you  rated  us 
the  highest  in  customer  satisfaction  for 
PBX's  for  the  last  half  of  1 991 .  Thank  you. 

We  promised  we  wouldn't  rest  on 
our  laurels.  And  you  told  us  we're  not,  by 
giving  us  the  top  rating  again  for  the  first 
half  of  1992. 

But  our  commitment  extends  to  more 
than  just  outstanding  customer  service.  It 
also  extends  to  our  9751  Business 
Communications  System.  Siemens  is  com- 
mitted to  protecting  your  investment  in  the 


9751 .  Offering  the  best  applications  and 
call  center  solutions  in  the  market,  it's  our 
strategic  platform  for  the  next  generation 
of  technology.  And  then  there's  the  HCM 
200.  With  key  system  features  and  PBX 
functionality,  it's  an  integral  part  of  our 
strategy. 

We're  committed  to  increasing  your 
productivity,  your  revenues,  and  the  service 
you  provide  to  your  customers. 

We  know  the  more  we  can  do  for  you, 
the  more  you'll  stay  our  customers. 

Call  us  today  at 

1  (800)  624-8999, 

Ext.235. 

A  Siemens  Company 
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WHEM  INJURED  EMPLOYEES 
ACT  INYTHING  BUT 


Comr)cmies  say  lax  insurers  must  pay  for  workers'  comp  fraud 


At  Olsten  Corp.,  workers'  compen- 
sation costs  are  out  of  sight,  tri- 
pling over  four  years,  to  $10.3 
million  annually.  The  problem,  as  the 
large  Westbury  (N.  Y.)  temporary-em- 
ployee service  sees  it,  is  a  matter  of 
checks,  lies,  and  videotape. 

Olsten  contends  in  an  $18  million  law- 
suit that  its  insurer,  CN.\  Insurance  Cos., 
is  not  doing  a  good  job  keeping  down  the 
caseload  by  weeding  out  fraud  and 
faulty  medical  diagnoses.  So,  unwilling 
to  pay  ever-higher  premiums  for  the  dis- 
ability coverage,  Olsten  hired  a  detective 
agency  to  prove  CNA  wasn't  screening 
claimants  well.  The  camera- 
equipped  sleuths  video- 
taped one  Olsten  worker  out 
on  disability — purportedly  due 
to  an  injured  back — chang- 


ranted.  Reserves  are  funds  set  up  for 
long-term  cases;  most  cases  last  only  a 
few  weeks  before  employees  are  fit  for 
work.  Insurers,  grouses  Olsten  Chief 
Executive  Frank  N.  Liguori,  "are  spend- 
ing our  money  willy-nilly." 

The  reason,  employers  charge,  is  that 
most  insurers  earn  a  flat  fee — around 
IS^c  to  W/< — on  claims  payouts;  hence, 
insurers  lack  the  incentive  to  whittle 
down  the  caseload.  Insurers  deny  this, 
arguing  that  such  a  cavalier  attitude 
would  lose  them  business.  CNA  says  it 
has  been  diligent  at  rooting  out  abuses. 
"Strange  how  some  employers  want  us 
to  control  their  own  employees,"  says 
CNA  Senior  Vice-President  James  B.  Mul- 
lins,  who  insists  that  CNA's  workers' 
comp  line  is  not  profitable. 
Workers'  comp  costs  are  a  steadily 
intensifying  headache  for  compa- 
'b)  u  \  lies  across  America,  up  three- 
fold  over  the  past  decade,  to 


i 


ing  a  tire  on  his  car,  a  job  that  in 
volved  bending  over,  working  the  jack, 
and  hoisting  the  old  tire  around. 

Olsten,  which  had  1991  revenues  of 
$843  million,  may  be  the  largest  employ- 
er to  sue  its  insurer  over  surging  work- 
ers' comp  costs,  but  it's  not  the  only  one. 
Dockets  are  beginning  to  fill  up  with 
other  disgruntled  corporate  policyhold- 
ers. Fast  Motor  Service  Inc.,  a  Brook- 
field  (111.)  trucking  company,  last  year 
won  a  $75,000  judgment  against  its  for- 
mer insurer.  National  Surety  Corp.,  in  a 
Chicago  appeals  court.  Like  Olsten,  em- 
ployers argue  that  their  insurers  don't 
rigorously  evaluate  medical  evidence, 
don't  interview  claimants  to  ensure  that 
they  are  legitimately  laid  up,  and  set  far 
higher  claims-payout  reserves  than  war- 


$62  billion  in  1991.  This  year,  predicts 
the  Workers'  Compensation  Research 
Institute  in  Cambridge,  Mass.,  total  pre- 
miums could  hit  $70  billion.  The  nation's 
steadily  mounting  health  care  prices  are 
a  big  culprit,  says  Richard  A.  Victor, 
executive  director  of  the  research  cen- 
ter. Workers'  comp  medical  benefits,  he 
says,  "are  more  generous  than  you'll  see 
elsewhere,  with  no  deductibles  and  no 
co-payments,  with  few  limits  on  the  type 
and  cost  of  treatment."  Then  there  are 
income-replacement  payments:  two- 
thirds  of  a  claimant's  income,  tax-free, 
up  to  the  state's  average  wage.  "That 
often  amounts  to  90%  of  a  worker's  af- 
tertax income,"  says  Victor.  Small  won- 
der that  fraud  abounds  with  workers' 


comp — an  estimated  20%  of  all  clai 
The  main  flash  point  between  emp 
ers  and  their  insurers  is  spotting  cla 
ants  who  shouldn't  be  on  the  rc 
whether  through  fraud  or  medical  er: 
In  its  $600,000  suit  against  Liberty  i 
tual  Insurance  Co.,  HGO  Inc.,  a  King 
Prussia  (Pa.)  janitorial  services  compa 
chronicles  several  cases  of  laid-up  w( 
ers  the  employer  alleges  were  healtt 
PINKY  PATROL.  One  is  a  police  offi 
who  hurt  his  pinky  finger  while  mc 
lighting  for  HGO.  He  collected  $16, 
over  three  years  while  continuing 
work  as  a  cop.  Another  is  a  woman  \ 
suffered  a  head  injury  and  got 
$24,900,  even  though,  according  to 
informant,  she  danced  every  Satur 
night  at  a  local  social  club.  Liberty  ] 
tual  in  Boston  dismisses  the  cases,  s 
ing  that  the  policeman  can't  perform 
itorial  work  because  of  his  injury 
that  HGO's  informant  in  the  dancing  c 
didn't  personally  see  her.  More  broa( 
Liberty  Mutual  disputes  accusations 
negligence  by  HGO,  which  dropped 
insurer  in  1987,  after  using  it  for 
years.  Liberty  counsel  Susan  E.  Gi 
dine  concedes  that  HGO's  caseload 
soared  but  attributes  much  of  this 
HGO's  rapidly  expanding  work  fore 
more  people  on  the  payroll  means  m 
potential  injuries. 

Olsten  has  been  unusually  aggress 
in  battling  its  insurer.  Before  the 
ended  their  four-year  association 
1989,  Olsten  says  it  examined  c 
files  in  the  insurer's  offices  and 
covered  many  hadn't  been 
viewed  in  a  long  time.  And  01s 
maintains  it  has  proved  that 
$5.9  million  in  long-term  work( 
comp  reserves  were  inflated, 
company  says  it  forced 
to  pare  them  by  one-th 
The  insurer  won't  c( 
ment  on  this. 

The  temp  compan 
office  file  on  the  vie 
taped  tire-changer  she 
how  murky  these  disputes  can  get. 
sten  reasons  that  the  man  must  be  al 
bodied  to  replace  a  tire.  But  CNA,  ii 
rebuttal  letter  to  Olsten,  says  i. 
doesn't  mean  he  is  fit  to  i-eturn  to  str 
uous  activity  as  a  factory  worker. 

The  growing  employer  feistiness 
prompted  CNA  to  run  newspaper 
magazine  ads  promoting  its  fraud-in\ 
tigation  efforts  for  workers'  cor 
which  is  407'  of  its  business,  and  ot 
coverage.  With  Corporate  America  up 
over  insurance  bills,  insurers  are  n 
realizing  they  have  a  big  public-relati( 
predicament,  as  well  as  a  legal  one. 

By  Larry  Light  in  New  York,  i 
Maggie  Jones  in  Philadelptiia  and  Da 
Greising  in  Chicago 
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challenge; 

0  STEER  CLEAR  OF  THOUSANDS 
IF  NAVIGATIONAL  HAZARDS 
4  OUR  COASTAL  WATERS. 


ytheon  has  been  helping  keep 
aters  out  of  harm's  way  since  we 
meered  the  first  marine  radar. 

theon  also  developed  the  first  sonar,  the  first  depth- 
nding  equipment  and  the  first  easy-to-read  radar  display 
'able  in  full  daylight. 

J  Autohelm,  one  of  our  newest  subsidiaries,  nneets  the 
lenge  of  simplifying  navigation  with  its  revolutionary 
Talk™  system. 

Talk  introduced  the  era  of  information  sharing  between 
oard  electronic  instruments.  Every  SeaTalk  unit  -  whether 
a  chart  plotter,  depth  finder,  compass  or  autopilot  -  is 
;d  together.  This  allows  data  to  be  shared,  combined, 
ulated  and  displayed  instantly  just  by  pressing  a  button. 


SeaTalk  is  a  good  example  of  how  Raytheon,  a  leader  in 
marine  electronics  for  40  years,  puts  advanced  technology 
to  work  to  make  life  simpler,  easier  and  safer  for  boaters 
around  the  world. 

Send  us  more  challenges. 

The  same  "can-do"  spirit  that  makes  Raytheon  a  leader  in 
marine  electronics  is  also  the  driving  force  behind  our  proven 
performance  in  defense,  energy  and  environmental  services, 
electronics,  aviation  and  appliances. 

We  thrive  on  challenges.  Send  us  more. 


Raytheon 


WE  THRIVE  ON  CHALLENGES 


BY  GARY  WEISS 


DEL  WEBB  COULD 
SWIM  AGAINST 
THE  TIDE . . . 


The  '90s  are  shaping  up  as  the  de- 
cade of  the  Great  Real  Estate 
Depression — or  at  least,  such  is 
the  conventional  wisdom.  With  senti- 
ment so  overwhelmingly  lousy,  only 
the  most  intrepid  contrarians  are  buy- 
ing into  real  estate  outfits  nowadays. 
One  of  these  nervy  souls  is  Gordon 
Wilson,  who  runs  stock  portfolios  at 
Kemper  Financial  Services  in  Chicago. 
Wilson  has  been  betting  heavily  on  one 
of  the  most  venerable  companies  in 
real  estate,  Del  Webb. 

Webb's  earliest  claim  to  fame  was 
casinos — its  founder  was  a  Nevada 
contractor  who  built  the  Flamingo  ho- 
tel in  Las  Vegas  for  Bugsy  Siegel  in 
the  '40s,  and  the  company  operated  ca- 
sinos through  the  late  '80s.  But  casinos 
were  a  meager  source  of  profits — as 
were  other  Webb  ventures  through  the 
years,  such  as  hotels  and  national-park 
concessions.  Lately,  Webb  has  been 
sticking  with  its  strongest  suit,  retire- 
ment communities.  It  built  the  grand- 
daddy  of  them  all.  Sun  City,  near  Phoe- 
nix, in  1960,  and  Webb  is  building 
similar  communities  near  Sun  City  and 
in  Palm  Springs,  Tucson,  and  Las  Ve- 
gas. Other  "active  adult"  communities 
are  being  planned  for  California  and 
Texas,  and  the  company  expanded  into 
conventional  homebuilding  in  early 
1991.  "They  build  good,  low-cost  hous- 
ing," says  Wilson,  "and  demographics 
are  definitely  in  their  favor." 
HOPEFUL  SIGN.  True,  retirement-home 
sales  are  hardly  charging  ahead  with 
the  same  gusto  that  Sun  City  enjoyed 
during  the  '60s  and  '70s.  But  sales 
have  been  surprisingly  strong  recently 
in  Palm  Springs,  generously  exceeding 
expectations.  In  the  fiscal  year  ended 
June  30,  sales  jumped  to  $261  million 
from  $228  million  the  year  before,  and 
earnings  from  continuing  operations 
climbed  handsomely,  from  $6.8  million 
to  $13.9  million.  The  number  of  homes 
under  contract  but  not  yet  closed  rose 
20/f  during  the  year,  and,  significantly, 
average  revenues  per  sale  were  sta- 
ble— a  hopeful  sign  that  home-sale 
prices  have  bottomed  out,  at  least  for 
Webb.  Nevertheless,  Webb's  Big 
Board-traded  stock  is  down  almost  25/'c 
since  March  (chart). 

Wilson  is  banking  on  Webb  as  a 
cheap  growth  stock  and  has  been  buy- 


DEL  WEBB: 
STILL  IN  THE  CELLAR 
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ing  the  shares  for  his  domestic  equity 
portfolios,  which  include  the  mutual 
fund  Kemper  Total  Return.  He  expects 
Webb's  earnings  to  hit  $2.25  a  share  in 
the  1993  calendar  year,  vs.  $1.55  in 
1992.  So  at  its  recent  price  of  18,  Webb 
is  selling  for  only  about  eight  times 
estimated  1993  earnings.  That's  half 
the  estimated  1993  price-to-earnings 
multiple  of  16  for  the  Standard  & 
Poor's  500-stock  index.  Wilson  sees 
Webb  shares  poised  to  take  off  into  the 
high  20s  or  low  30s  over  the  next  six 
months. 


...  AND  SO 
COULD  ROUSE 


John  Rogers  is  the  Clark  Kent  of 
money  managers — a  mild-man- 
nered stock-picker  with  super-long- 
term  performance.  "I  don't  like  to  get 
involved  in  controversy,"  says  Rogers, 
who  runs  Ariel  Capital  Management  in 
Chicago.  Nevertheless,  Rogers  has 
been  buying  into  the  stock  group  Wall 
Street  loves  to  hate — commercial  real 
estate.  His  vehicle  of  choice  is  Rouse,  a 
developer  of  glitzy  shopping  malls. 

The  company  operates  six  dozen 
malls,  including  South  Street  Seaport 
in  Manhattan  and  Harborplace  in  Balti- 
more, often  in  conjunction  with  private 
investors.  That  makes  it  as  much  a  bet 
on  retailing  as  it  is  on  real  estate — a 
wager  investors  are  reluctant  to  take 
nowadays.  As  a  result,  Rouse's  stock 
"has  been  selling  cheaper,  cheaper,  and 
cheaper,"  says  Rogers,  "to  the  point 
where  there's  limited  downside  and  tre- 
mendous upside  potential." 

Indeed,  Rouse  shares  are  trading  at 
less  than  half  the  price  they  command- 


ed in  1989.  The  company's  stock  no;| 
dived  in  1990,  when  the  recession  I 
gan  to  hammer  away  at  retail-intensi 
real  estate  developers.  But  Rogers 
sists  that  the  company  refrained  fr' 
overbuilding  during  the  overheat 
'80s,  which  has  resulted  in  occupan 
rates  now  in  excess  of  90%. 

That's  why  Rogers  thinks  Rouse 
poised  for  a  return  to  profitabili 
which  has  eluded  it  for  most  of  t 
past  few  years.  All  but  one  of  the  k 
eight  quarters  has  shown  a  loss,  1; 
Rogers  predicts  that  the  company  v 
get  back  in  the  black  this  year,  and 
mid-1993,  he  expects  earnings  for  t 
preceding  12  months  to  weigh  in 
$1.10  a  share.  The  clincher,  as  Rogt 
sees  it,  is  the  value  of  the  compan; 
assets — $27  a  share,  by  his  reckonii 
twice  the  share  price  of  13%. 


WHY  POLAROID 
MAY  CLICK  AGAIN 


Polaroid  is  the  quintessent 
growth  stock — of  the  '60s. 
the  '90s,  however,  a  string 
new  products  has  failed  to  rest< 
much  luster  to  this  once-hot  compai 
and  while  the  market  sizzled  in 
Polaroid's  shares  went  nowhere, 
one  growth-stock  picker,  Arthur  B( 
nel  Jr.,  thinks  the  quick-photo  giant 
poised  for  a  return  to  the  hot  old  da; 

Bonnel  runs  MIM  Stock  Appreciati 
Fund,  which  soared  a  phenomenal  7' 
in  1991  on  holdings  in  a  diverse  asso 
ment  of  mainly  small  companies.  T 
fund  took  profits  early  in  the  year  a 
was  70''c  in  cash  by  March.  But  Bom 
has  been  buying  of  late,  and  his  No 
stock  pick  has  been  Polaroid,  wh: 
now  constitutes  his  largest  holding. 

To  begin  with,  Bonnel  notes,  Pol. 
old  has  shed  much  of  the  debt  that  h 
encumbered  it  in  recent  years.  Li 
year,  Polaroid  received  $925  milli 
from  Eastman  Kodak  to  settle  an  ai 
trust  suit,  and  the  company  has  be 
using  much  of  the  proceeds  to  ret 
bank  debt  and  high-cost  preferr 
stock.  With  its  balance  sheet  sprue 
up,  Bonnel  argues.  Polaroid  is  ready 
rebound.  He  sees  growth  in  two  ma 
areas:  its  new  compact  camera,  Joshi 
which  is  being  introduced  in  Euro] 
and  Helios,  a  digital-imaging  syst( 
for  medical  diagnostics.  Brokeraj 
house  analysts  are  predicting  a  si 
stantial  rise  in  earnings,  to  $2.70 
share  in  '93  vs.  $2.25  this  year.  Bom 
is  even  more  buoyant:  He  sees  t 
stock  rising  from  a  recent  31  y2  to  t 
mid-40s  bv  this  time  next  year. 
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New  worlds. 
New  limes. 
World  Tms, 


L 


s  this  simply  the  furled  sails 
of  a  Tall  Ship  in  the  face  of fresh 
winds,  or  a  symbol  of  a  world 
changing  course  and  heading  in 
a  new  compass  direction? 


A 


1    i  4^iml!, 


re  these  sailors  suspended  in 
the  riggings  defying  the  elements, 
or  Everyman  trying  to  adjust 
to  the  vast  social  and  political 
sea  changes  of  today? 

World  Times,  the  Boston-based 
global  information  resource,  is  very 
much  part  of  this  scene.  Founded  in 
1978,  it  is  owned  by  individuals 
from  a  dozen  different  countries.  It 
is  dedicated  to  reflecting  indigenous 
perspectives  on  global  issues  that 
transcend  national  boundaries. 
Its  international  affairs  periodical 
The  WorldPaper  appears  monthly 
in  25  countries  and  six  language 
editions,  and  serves  as  an  early 
warning  radar  system  for  the  new 
currents  and  landfalls  ahead. 

For  information  about  subscrip- 
tion, advertising  and  corporate 
sponsorship  of  World  Times'  inter- 
national programs,  please  contact: 
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WORLD  TIMES 
210  WORLD  TRADE  CENTER.  BOSTON.  MA  02210 
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THE  BABY  BELLS' 
PAINFUL  ADOLESCENCI 

COMPETITION  AND  NEW  TECHNOLOGIES  ARE  CROWDING  THEM  AT  EVERY  TURi 


At  first  glance,  Pacific  Telesis 
Group  Chairman  and  Chief  Exec- 
utive Sam  L.  Ginn  has  one  of  the 
easiest  jobs  in  Corporate  America.  What 
could  be  simpler  than  running  a  big 
phone  company?  No  style  trends  to  keep 
up  with,  no  factories  to  create  toxic 
waste,  no  competition  from  cheap  im- 
ports. Just  send  out  the  monthly  bills 
and  rake  in  the  cash,  right?  Indeed,  last 
year,  the  San  Francisco-based  Baby  Bell 
made  a  cool  billion  dollars  in  profit  on 
revenue  of  just  under  $10  billion.  And 


Ginn,  a  lanky  Alabama  native,  didn't  do 
too  badly  himself,  with  $1.8  million  in 
cash  compensation. 

But  look  again.  Almost  nine  years  af- 
ter the  regional  phone  companies  were 
spun  off  from  American  Telephone  & 
Telegraph  Co.  in  the  1984  Bell  System 
breakup.  Pacific  Telesis  and  its  six  sib- 
lings are  feeling  queasy.  Competition 
and  new  technology  are  crowding  into 
their  lucrative  monopolies  in  local  phone 
service.  From  Australia  to  Hungary  to 
Britain,  their  foreign  ventures  are  con- 


suming cash  rather  than  generaliii} 
And  shareholders,  after  enjoying 
stock  runups  and  rising  dividends 
the  1980s,  have  little  patience.  T 
are  unhappy  that  Ginn  and  other 
CEOs  suddenly  want  to  curb  divic 
grov/th  and  use  profits  to  beef  up  t  . 
networks  and  diversify  at  home  ; 
abroad  (page  134).  Laments  Ginn, 
"I've  been  in  the  industry  30  yeai  s, 
I  have  never  seen  such  pressurt',  > 
turmoil." 

The  Bells'  problems  stem  from  v. 


LinvEsr 

$10.58  BILLION  IN  1991  REVENUES 
Richard  McCormick's  region  is  lightly  populated, 
growing  rapidly,  and  relatively  free  from  compe- 
tition. He's  teaming  up  with  cable-television  giant 
Tele-Communications  both  at  home  and  in  Britain. 
U.S.  West  is  also  big  in  Eastern  Europe  and  the 
former  Soviet  Union 


j/smERiTECH  ^mam 

$10.82  BILLION  IN  1991  REVENUES  I 
Seeking  "breakthrough  leadership"  to  ger* 
profits  in  new  businesses,  William  Weiss  re 
forced  out  four  group  presidents,  longtime* 
managers.  Admits  Weiss:  "We  tend  to  be  rl- 
averse."  The  last  Bell  to  diversify,  Ameriteop 
owns  30%  of  New  Zealand's  phone  compi! 


PACIFIC  j3  TELESIS 

$9.90  BILLION  IN  1991  REVENUES 
Sam  Ginn  is  coping  with  a  sick  California 
economy,  oncoming  competition,  and  a  state 
regulatory  agency  that  once  again  favors 
consumers.  Now,  the  board  he  heads  is  studying 
breaking  the  company  in  two.  Stockholders  would 
get  shares  in  a  big,  regulated  provider  of  local 
phone  service  and  in  a  smaller,  unregulated 
spin-off— a  Baby  Baby  Bell,  perhaps? 


@  Southwestern  Bell 

$9.33  BILLION  IN  1991  REVENUES 
The  smallest  Bell,  headed  by  Edward  Whitacre, 
has  won  looser  state  regulation  while  investing  in 
U.S.  cellular  properties  and  British  cable  tele- 
vision. Whitacre's  big  coup  is  an  investment  in 
Telefonos  de  Mexico,  which  has  produced  a 
paper  profit  of  about  $  1.5  billion 
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hey  are  old  compa- 
1  a  new  age.  Al- 
I  they're  called  ba- 
,hey  still  bear  the 
t  of  Theodore  N. 
rho  created  the  Bell 
1  monopoly  in  the 
:Oth  century.  Unfor- 
ly  for  the  Bells, 
rous  monopolies 
work  in  an  era  of 
technology,  high- 
management,  and 
less.  The  Bell  CEOs 
hey  need  to  change, 
e  just  not  sure  into 
So,  like  seven 
;  Bushes,  Ginn  and 
mterparts  are  grop- 
•  the  vision  thing. 
TO  SHARE.  The  win- 
ill  be  the  companies 
irefully  focus  their 
3s,  work  well  with  partners,  and 
ber  that  it's  better  to  share  in  a 
rowth  competitive  industry  than 
tro!  a  slow-growth  monopoly.  As 
incentrate  on  different  areas,  the 
will  become  noticeably  different 
each  other.  They  may  sell  off 
of  their  networks  or  invade  one 


23  BILLION  IN  1991  REVENUES 
m  Ferguson  is  slashing  Nynex'  high 
iad.  The  metro  New  York  market  is  a  hot 
bypass  competition.  Abroad,  Nynex 
ild  and  run  a  new  phone  network  in 
nd  and  hopes  to  lay  the  world's  longest 
lea  cable 


I 


ill  Atlantic 

28  BILLION  IN  1991  REVENUES 
)nd  Smith  uses  motivational  management 
i^ues  to  replace  plodding  Bell  System 
Jures.  Bell  Atlantic  leads  in  new  services 
s  Caller  ID.  Shares  New  Zealand's  phone 
my  with  Ameritech 

LSOUTH 

»5  BILLION  IN  1991  REVENUES 
John  Clendenin,  the  biggest  Baby  Bell  in- 
in  cellular,  paging,  and  wireless-data 
ties  in  the  U.S.,  cellular  in  Latin  America, 
itartup  that's  competing  against  entrench- 
trolion  &  Overseas  Telecommunications, 
ding  from  Hurricane  Andrew  will  be  costly 


another's  territories  or  split  themselves 
up.  And  there  need  not  be  seven  Bells. 
After  all,  early  divestiture  plans  called 
for  anywhere  from  1  to  22  to  51  of  them. 

They  don't  have  forever  to  hone  their 
strategies.  Competition  for  the  local  tele- 
communications business  is  popping  up 
in  every  quarter,  from  long-distance  car- 
riers who  would  like  to  grab 
the  lucrative  short-haul  toll- 
call  business  (page  130)  to 
cable-television  operators 
and  others  who  think  they 
can  beat  the  Bells  in  local 
phone  services.  On  Sept.  17, 
the  Federal  Communications 
Commission  took  a  big  step 
toward  ending  the  monopoly 
on  local  service,  directing 
the  Bells  and  other  local 
phone  companies  to  allow  ri- 
val carriers  to  use  their  net- 
works to  connect  calls  to 
large  customers.  Competi- 
tors compare  the  move  to 
the  FCC's  Execunet  ruling 
that  let  MCI  Communications 
Corp.  crack  .AT&T's  long-dis- 
tance monopoly  back  in 
1974.  As  the  new  ruling  was 
announced,  FCC  Chairman 
Alfred  C.  Sikes  warned  the 
phone  giants  that  "the  quiet 
life  has  ended." 

Heads  are  already  rolling. 
In  May,  Chairman  William 
L.  Weiss  of  Chicago-based 
Ameritech  Corp.  ousted  four 
of  his  highest-ranking  offi- 
cers, all  group  presidents. 
He  says  they  were  "abso- 
lutely first-rate,  ethical  peo- 
ple in  every  sense" — but  not 
the  kind  of  forward-looking 
leaders  Ameritech  needs 
now.  Weiss,  lonelier  now  at 
the  top,  says:  "We  have  only 


about  three  to  five  years 
to  get  ready  for  this.  By 
that  time,  competition  will 
be  like  Niagara  Falls  pour- 
ing over  the  edge." 

Whether  the  Bells  can 
transform  themselves  is 
of  considerable  interest  to 
most  Americans.  Three 
out  of  four  live  in  the 
Bells'  service  areas,  with 
the  rest  served  by  thou- 
sands of  local  phone  com- 
panies, including  subsid- 
iaries of  companies  such 
as  GTE  Corp.  Consumers 
can  choose  their  brand  of 
car,  coffee,  or  long-dis- 
tance service,  but  if  their 
local  phone  company  of- 
fers lousy  service,  they're 
out  of  luck.  Sure,  competi- 
tion is  eating  into  the  rev- 
enues of  local  providers,  but  it  will  be 
years  before  rival  networks  are  so  wide- 
spread that  customers — even  large  cor- 
porations with  the  most  choices — can  af- 
ford to  be  indifferent  to  the  fate  of  the 
Baby  Bells. 

The  Bells  have  been  odd  hybrids  since 
birth.  They  were  conceived  in  1982  as 
bare-bones  owners  of  local  phone  compa- 
nies, but  even  before  their  joint  birthday 
on  Jan.  1,  1984,  they  laid  plans  to  diversi- 
fy into  businesses  that  no  phone  compa- 
ny had  ever  been  in  before.  As  they 
toddled  into  computers  and  finance,  they 
often  stumbled,  but  growing  profits 
from  regulated  local  phone  units  created 
a  green  carpet  of  cash  that  masked  any 
losses.  U.  S.  West  tried  to  build  a  real 
estate  empire,  Nynex  ventured  into  per- 
sonal-computer retailing  and  office  fur- 
niture, Ameritech  went  into  mainframe 
software,  and  Southwestern  Bell  bought 
a  company  that  does  architectural  and 
interior  design. 

SOUL-SEARCHING.  Now,  the  cash  carpet 
is  being  yanked  away.  Competition  is 
driving  down  rates  at  the  same  time  that 
the  need  for  investment  in  local  phone 
networks  is  rising.  Take  Pacific  Bell,  the 
regulated  California  unit  of  Sam  Ginn's 
Pacific  Telesis.  According  to  an  analysis 
by  the  Communications  Workers  of 
America,  the  phone  employees'  union, 
five  years  ago.  Pacific  Bell  was  paying 
$556  million  more  to  Pacific  Telesis  than 
the  parent  company  needed  to  pay  divi- 
dends. By  last  year,  that  had  dropped  to 
just  $35  million  more,  and  CWA  analyst 
Steven  Abrecht  predicts  that  the  number 
will  turn  negative  this  year.  The  same  is 
happening  at  the  other  Baby  Bells. 

That  is  prompting  some  soul-search- 
ing. Some  Bell  radicals  are  questioning 
the  very  logic  of  a  monolithic  local  phone 
company  that,  in  one  organization,  pro- 
vides all  varieties  of  phone  service  to  all 
types  of  customers.  Instead,  they  see 


:port 
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phone  companies  provid- 
ing certain  core  services 
to  partners  who  specialize 
in,  say,  banking  by  phone 
or  electronic  interchange 
of  data. 

Opening  up  the  net- 
work to  these  partners 
could  trigger  an  explosion 
in  network  usage  and  rev- 
enue. Why?  For  the  same 
reason  that  opening  up 
the  original  IBM  Personal 
Computer  created  a  whole 
new  industry.  As  a  stan- 
dard, it  permitted  the 
emergence  of  hundreds  of 
PC-compatible  software 
and  hardware  products — 
far  beyond  what  any  one 
supplier  could  have  creat- 
ed— which  in  turn  made 
the  PC  more  popular. 

Such  a  cycle  is  ready  to 
occur  in  telecommunica- 
tions, reasons  one  of  the  mavericks, 
Doug  Bulleit,  president  of  BellSouth  Ad- 
vanced Networks.  He  hopes  that  people 
with  new  ideas  for  communications- 
based  services  will  use  the  public  net- 
work as  a  standard  platform  instead  of 
cobbling  together  their  own  private  net- 
works. If  so,  network  usage  could  soar. 
Says  Bulleit:  "This  looks  like  the  next 
generation  of  prosperity." 
FRESH  THINKING.  New  services, 
more  usage,  more  revenue.  If 
that  just  sounds  like  common 
sense,  you've  never  worked  in  a 
phone  company,  where  the  tradi- 
tion is  to  regard  every  alternate 
service  supplier  as  a  fresh  leak 
in  the  revenue  bucket.  Slowly, 
though,  the  new  way  of  thinking 
is  catching  on,  and  the  Bells  are 
moving  toward  alliances  on  ev- 
erything from  medical  imaging 
to  pay-per-view  television  to  de- 
livering financial  data.  BellSouth 
is  cooperating  with  Dow  Jones 
and  Cox  Newspapers;  U.  S. 
West  with  cable  giant  Tele-Com- 
munications; Nynex  with  Massa- 
chusetts General  Hospital.  Be!' 
Atlantic  Corp.  Chairman  Ra> 
mond  W.  Smith  says  picking  the 
right  partners  will  be  one  of  his 
biggest  management  challenges 
for  the  1990s. 

Pacific  Telesis  is  taking  a 
more  dramatic  tack  because  it 
has  more  pressing  problems 
With  California's  economy  goiiu 
nowhere  fast,  Telesis'  profit 
have  been  in  a  three-year  slump 
This  year's  earnings  per  shai-t 
are  projected  at  around  $2.92, 
down  from  $3.02  in  1989.  And 
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NEW  VIEW:  BELL  ATLANTIC  IS  DEVELOPING  A  TECHNIQUE  FOR  COMPRESSING 
FULL-MOTION  VIDEO  FOR  TRANSMISSION  OVER  STANDARD  PHONE  LINES 


regulation  is  getting  tougher.  The  state 
Public  Utilities  Commission  (PUC),  under 
a  new  chief,  is  preparing  to  let  long- 
distance carriers  into  the  medium-dis- 
tance toll-call  market  in  California,  jeop- 
ardizing a  highly  profitable,  $2  billion 
chunk  of  Pac  Bell's  business.  The  com- 
pany hopes  to  make  up  the  loss  with 
massive  hikes  in  monthly  fees  for  home 


and  business  lint's.  b| 
the  PUC  is  unlikely  tc 
mit  large  increases  ■ 
the  recession  lingers! 

None  of  this  was 
pletely  unexpected, 
by  now,  Pacific  T( 
had  hoped  that  pr 
from  its  foreign  ven 
would  be  kicking  in, 
plementing  profits 
its  fast-growing  don 
cellular  business,  v 
totaled  $114  million 
year.  No  such  luck, 
the  exception  of  a  fe' 
erations  such  as  pagi 
Thailand,   foreign  o 
tions  are  still  cash  d 
In  Germany,  delay 
building  handsets 
poned  by  nearly  a 
the  inauguration  of 
vice  on  a  digital  eel 
phone  network  in  \ 
Telesis  owns  a  2ff/(  stake.  In  a 
years,  German  cellular  is  likely  to 
huge  cash-spinner,  but  so  far,  P 
Telesis  has  gotten  little  for  its  $21( 
lion  investment. 

Sam  Ginn  is  taking  arms  agains 
sea  of  troubles  by  considering  the 
dramatic  act  by  any  Baby  Bell  sine 
Bell  System  breakup.  Last  year, 
and  his  board  started  seri' 
exploring  a  voluntary  spl 
Pacific  Telesis  into  two  co 
nies — one  regulated  and  on 
The  big  one,  with  about  90 
today's  revenues,  would  co* 
the  profitable  but  slow-ui'n: 
local-phone  operations  in  (  a 
nia  and  Nevada.  The  nili. 
debt-heavy,  billion-dollar 
Baby  Bell,  would  contain  (Hm^ 
fied,   unregulated  businrs,--- 
predominantly  cellular,  in 
and  new  kinds  of  wirelf-- 
vices  in  the  U.S.  and  ai- 
the  world.  A  board  <!i  i 
could  come  as  soon  as  (in 
though  director  William  K. 
lentz   says   that   none  ol 
lioard  members  has  made  u  1, 
mind  yet. 

Ginn  figures  that  botii  m 
nies  would  gain  new  opiim 
ties  from  a  breakup.  Aluin 
new  diversified  company  u 
blossom  by  being  allowt" 
manufacture  products  ami  en 
long-distance  calls — busiiusi 
from  which  today's  Pacific  ; 
sis  is  banned.  Meanwhile, 
Ginn.  big  old  Pacific  Bell  n 
qualify  for  new  types  of 
less-phone  licenses  that  it'.^' 
likely  to  get  as  long  as  it  i:i 
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■ WITH  30,000  HOT  PROSPECTS 
ON  THE  LINE  EVERY  DAY 

WHO  DO  YOU  WANT 
STANDING  BEHIND  YOUR 
PHONE  SYSTEM? 


As  you  read  this,  mail-order  giant  DAMARK  International  is  moving  16  camcorders,  12  garage  door  openers, 
8  motorized  kiddie  cars  and  now  6  more  camcorders... but  wait!  We  can't  write  this  fast  enough  to  keep  up! 
rtunately,  Fujitsu's  F9600'"  telephone  system  can.  Its  unique  non-blocking  architecture  instantly  switches  all  c 
through,  at  which  point  its  ACD  software  routes  these  calls  to  "ne.xt  available  agent"  to  minimize  wait  time. 
And  no  matter  how  fast  DAMARK  International  grows  -  sales  jumped  from  $1.3  million  in  1986  to 
$214  million  in  1991!  -  the  F9600's  modular  50-  to  9600-line  PBX  grows  seamlessly  right  along  with  it. 
Best  of  all,  the  robust  F9600  is  ISDN-ready  to  ID  future  callers  by  their  phone  numbers 
so  their  files  can  be  called  up  on-screen  before  the  agent  connects  the  line. 
"///',  Afy.  Jones.  How  did  yon  like  those  golfc//d>s^"  re[)laces  ''How  can  1  help  you?'' 
To  see  how  Fujitsu  can  help  you,  call  1-800-553-3263. 


u 


The  F9600  Digital  Telephone  from  Fu|itsu,  a  $25-billion 
global  telecommunications  leader  serving  over  100  countries 


Fujfrsu 


Computers,  Communications,  Microelectronics 


Vjne  hundred  forty 
airlines  trust  Unisys 
with  reservations. 


Without  reservations. 


Passenger  and  cargo  reserva- 
fuel  the  airline  business. 
So  it's  not  surprising  that  four- 
of  the  world's  twenty  leading 
iTS  rely  on  Unisys  reservations 
ons  to  maximize  revenue  for 
flight. 

A  growing  fleet  of  Unisys  cus- 
rs-including  Northwest,  Air 
3e,  All  Nippon  and  United- 
ids  on  Unisys  for  high-powered 
ers  to  mission-critical  assign- 
s  such  as  booking,  departure 
ol,  operations  scheduling,  yield 
.gement  and  more. 

usys  Corporation 


Like  our  60,000  other  customers 
in  all  lines  of  business,  recent  arrivals 
Air  Canada,  Mexicana  Airlines  and 
TAP-Air  Portugal  know  us  as  a  leader 
in  mission-critical  solutions  for  heavy- 
volume  computing  environments. 

And  in  100  countries,  our  cus- 
tomers know  that  the  quality  of  our 
solutions  reflects  not  only  the  quality 
of  our  technology,  not  only  the 
quality  of  the  services  behind  the 


systems,  not  only  the  quality  of  our 
industry  experience -but  ultimately 
the  quality  of  our  commitment  to 
the  customer. 

A  commitment  that  lifts  Unisys 
to  the  top  of  customer  satisfaction 
surveys  in  markets  as  demanding 
as  Japan. 

Whether  you're  in  airlines, 
banking,  government  or  telecommun- 
ications, call  us  at  1-800-874-8647, 
ext.  167.  Ask  how  Unisys  can 
help  your  business  gain  altitude 
by  putting  your  systems  on 
solid  ground. 


UNiSYS 

We  make  it  happen. 


ort 


der  the  same  roof  as  PacTel  Cellular. 

Best  of  all,  Ginn  argues,  shareholders 
could  choose  between  pure  plays.  Divi- 
dend seekers  would  stick  with  Pacific 
Bell,  while  go-getters  would  keep  their 
shares  in  a  diversified  company  that 
could  go  on  a  spending  jag  by  issuing 
loads  of  new  debt  and  equity.  As  things 
stand,  Ginn  says,  PacTel  might  have  to 
pass  u\)  once-in-a-lifetime  investment  op- 


portunities in  order  to  preserve  its  credit 
rating  and  dividend.  Investors  expect  no 
less,  since  Pacific  Telesis  has  raised  the 
dividend  faithfully  every  year  since  di- 
vestiture. Says  Ginn:  "We've  created 
this  dilemma  through  our  own  success." 

Break  up  voluntarily?  Most  Bells  are 
moving  in  the  other  direction.  South- 
western Bell  Corp.  flattened  its  organi- 
zation this  year  so  that  different  comijo- 


nents  of  the  telephone  company  >po 
directly  to  Chairman  Edward  E.  fh 
acre  Jr.  instead  of  to  a  separatejlel 
phone-unit  president.  A  breakup  ofjel 
sis  would  wipe  out  all  the  opportufeii 
for  synergy  between  old  and  newta; 
nesses  that  Pacific  Telesis  and  itifei 
lings  have  made  so  much  of  since  9!- 
The  new  diversified  company  nusj 
so  much  smaller  that  it  would  dis;i|i 


lOCAL  TOLL  CALLS:  BRACING  FOR  A  FREE-FOR-ALL 


legulators  in  35  states  allow 
long-distance  carriers,  such 
i.as  AT&T,  MCI,  and  Sprint,  to 
compete  for  the  lucrative  toll  traf- 
fic of  local  phone  companies.  The 
result?  In  most  places,  not  much. 
Local  carriers  still  handle  the  vast 
majority  of  medium-distance  toll 
calls,  such  as  those  between  San 
Francisco  and  San  Jose.  It  added 
up  to  $13.3  billion  in  revenues  and 
big  profits  for  local  phone  compa- 
nies last  year. 

But  look  out.  One  big  reason 
the  Baby  Bells  and  other  local 
phone  companies  have  kept  most 
of  the  medium-distance  toll  mar- 
ket is  that  callers  must  dial  a  five- 
digit  code  to  route  the  call  via  a  differ- 
ent carrier.  Most  people  don't  bother. 
In  two  or  three  years,  however,  new 
technology,  known  as  Signaling  Sys- 
tem 7,  will  allow  customers  to  choose 
an  alternate  medium-distance  carrier 
as  easily  as  they  now  choose  long-dis- 
tance carriers.  Goldman,  Sachs  &  Co. 
analyst  Robert  Morris  figures  that 
could  slice  what  might  have  been  10% 
annual  traffic-volume  growth  for  the 
Bells  down  to  single  digits.  And  of 
course,  competition  should  cut  prices. 
PREVIEW.  How  bad  will  it  be?  San 
Francisco-based  Pacific  Telesis  Group's 
Pacific  Bell  subsidiary  may  soon  pro- 
vide an  answer,  because  Califor- 
nia regulators  are  expected  to 
open  it  to  competition  by  next 
summer.  Pac  Bell  customers  will 
still  have  to  dial  an  access  code 
each  time  they  want  to  use  an 
alternate  carrier.  But  competi- 
tion is  expected  to  be  cutthroat 
in  the  massive  California  mar- 
ket— a  preview  of  what  could 
happen  across  the  nation.  Ana- 
lysts figure  that  in  two  or:three 
years,  consumers  everywhere 
may  be  given  the  option  of  des- 
ignating alternate  carriers  for 
medium  distance,  just  as  th'ey  do 
for  long  distance.  ;  g 

Pacific  Telesis  could  suffer  ► 


PADOUNG  HARDER:  PACTEL  IS  SPENDING  $30  MIUIOM 
TO  SELL  PAC  BEU'S  SERVICES  TO  CAUFORNIANS 


disproportionate  damage  from  such 
competition  because  toll  calls  account 
for  217''  of  its  revenue,  vs.  under  14% 
at  most  other  local  phone  companies. 
Moreover,  the  California  Public  Utili- 
ties Commission  has  made  it  easy  for 
new  competitors  by  setting  Pac  Bell's 
toll-call  rates  artificially  high  to  subsi- 
dize some  of  the  lowest  rates  for  basic 
monthly  service  in  the  nation.  A  five- 
minute,  full-price  daytime  call  from 
San  Francisco  to  New  York  City  costs 
$1.25  via  AT&T,  while  Pac  Bell  charges 
$1.34  to  call  San  Jose — 45  miles  away. 

Already,  such  pricing  has  big  cus- 
tomers hanging  up  on  Pac  Bell.  It  han- 


HOW  BIG  A  CHUNK? 

A  LUCRATIVE  REVENUE  STREAM  THAT  COULD  DRY  UP 
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I 
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REVENUES  FROM  TOLL 
CALLS  AS  PERCENTAGE 
OF  TOTAL  REVENUE 


5 


PERCENT 


died  $2.2  billion  worth  of  toll  ( 
last  year  but  claims  that  A' 
MCI,  and  other  carriers  grab 
$300  million  worth,  mainly  by 
ting  custom.ers  piggyback  s( 
voice  calls  onto  leased  lines. 
READY  TO  BOLT.  More  will  su 
follow  once  toll  competil 
spreads:  California  Medical 
view  Inc.,  a  nonprofit  medic 
service  monitor  in  San  Francis 
spends  55%  of  its  monthly  ph 
bill  on  toll  calls.  Office-serv 
manager  Tern  E.  Mills  says  t 
he  is  eager  to  shop  for  a  low-pi 
alternative. 

To  give  itself  a  fighting  chai 
Pac  Bell  wants  to  cut  toll  ra 
30%  while  asking  to  raise  monthly  r 
dential  fees  and  business  rates  by  ( 
and  30%,  respectively.  California  rei 
lators  seem  unlikely  to  go  that  far. 

So  Pac  Bell  could  end  up  in  a 
says  analyst  Ronald  Altman  of  F 
man  Selz  Inc.  He  figures  that  if  it  g 
only  a  15%  toll-rate  decrease,  its  1 
revenues  could  be  flat  for  the  next 
cade  instead  of  growing  3%  a  ye 
That,  warns  Telesis  Chairman  Sam 
Ginn,  "could  injure  us  financially. 

Pacific  Telesis  isn't  taking  the  thrt 
lying  down.  It's  asking  for  interim  t( 
rate  reductions,  which  could  be 
proved  within  two  weeks  since  they 
not  coupled  with  politically  i 
palatable  increases  in  lo( 
rates.  The  company  has  also  i 
proved  service,  reducing  by  tv 
thirds,  to  10  days,  the  time 
takes  to  install  a  high-volur 
circuit  for  business.  Finally,  i' 
spending  $30  million  on  ads 
convince  customers  that  P 
Bell  offers  better  service. 

"Whether  Pac  Bell  succee^ 
or  fails  is  in  their  own  hands 
says  PUC  staff  supervisor 
John  Chan.  "That's  what  comp 
tition  is  all  about."  The  othi 
Baby  Bells  will  be  watching. 

By   Robert   D.    Hof  in  So 
Francisco 
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our  reasons  to  buy  aXl  microLaser™  printer. 


I 


low  there's  a  way  for  you  to  put  the 
er  of  Microsoft*  Windows™  on 
;r  —  microLaser  fk)m  Texas 
ruments. 

tesigned  to  be  Windows<r>mpatible, 
e's  a  microLaser  just  ri^t  for  your 
Is,  whether  you  need  a  personal  or 
ed  printer.  Here's  why:  jyiacUs^ 
bmpatibility  With  HP  *  *  *  ♦  i  2 
;rjet*  emulation  and       *  *  *  § 
)be*  PostScript*  software,  microLaser 
y  supports  your  demanding  applica- 
s.  And  with  our  Microsoft  Windows 
er,  set  it  and  forget  it  with  all  Windows 
lications. 

Jot  only  does  PostScript  give  you  scalable 
ine  fonts  and  graphics,  it  also  means 
your  microLaser  works  in  computing 


environments  like  Windows,  EXDS®, 
Apple*  Macintosh*,OS/2®  and  UNIX*. 

2.  Performance  postscript- 

When  it  comes  to     KM  Software  From  Adobe 

printing  hi^-quality  documents  fast, 
microLaser  really  makes  you  look  good. 
At  either  nine  or  16  pages-per-minute, 
microLaser  printers  speed  you  throu^ 
documents  in  a  hurry.  Plus  PostScript 
means  what  you  see  on  your  screen  is 
what  you  get  on  paper.  You  can  even  tur- 
bocharge  your  microLaser  with  a  RISC 
processor  for  blazing  fast  graphics. 

3.  Reliability  When  you  buy  a 
printer,  you  want  it  to  print  And 
print.  And  print  That  s  just  what 
the  microLaser  does. 


example.  With  its  high  duty  cycle  of 
10,000  pages-per-month*  ana  a  standard 
oneyear  limited  warranty*  *,  you  can  rely 
on  your  microLaser  to  work  the  first  time, 
every  time,  for  years. 

4.  Value  Starting  as  low  as  $999t,  there's 
a  microLaser  designed  to  fit  any 
budget  From  the  single  user  all 
the  way  up  to  a  network.  Con- 
sider  this,  too:  microLaser's  average  cost 
per  page  is  only  1.9  centst, while  some 
laser  printers  average  around  3.3  cents. 
The  microLaser  not  only  makes  sense,  it 
saves  you  money,  Coo. 

For  details  on  the  right  microLaser  for 
you  and  the  name  of  the  nearest  dealer,  call 


Take  our  personal  microLaser  Plus  for  1'800'527''3500. 


The  microLaser  PS17  has  earned  the  1990  PC  World  Best  Buy 
award;  microLaser  PS35  has  earned  the  1990  InioWorld  Excellent 
Value  award  and  4'/2  mice  from  MocUsCT,  Octoixr  1990. 

Texas 
Instruments 

J  on  esamated  typical  usage.  "For  more  information  on  semce  up>grade  options,  call  1-80CV847-5757  in  die  U.S.  and  1-800268^314  m  Canada.  tSuggested  retail  price  —  dealer  prices  may  x-ary.  tBased  on  suggested  retail  pnce 
umables  and  approximaiE  page  ocnwage  rating  for  each  consumable  at  4%  black  (tDner,  developer  and  OPC),  microLaser  is  a  tiademarit  of  Texas  Instruments  Incorporated.  Microsoft  and  DOS  are  registeiod  trademaiks,  and  Windows 
Jemark  of  Microsoft  Corporation,  Adobe,  PostScript  and  the  PostScnpt  logo  are  regiscred  trademarks  of  Adobe  Systems  Incorporaoed  which  may  be  registered  in  certain  jurisdictions.  LaserJet  is  a  registered  trademark  of  Hewleti- 
d.  Inc  Apple  and  Maantosh  are  registered  trademarks  of  Apple  Compuffir,  Inc.  OS/2  is  a  registered  trademark  of  Intemaborwl  Business  Machines  Corporation.  UNIX  is  a  registered  trademark  of  AT&T  ©19*?2TI  76543 


tures 

microLaser  Plus 

microLaser  Plus 

microLaser 

microLaser  XL 
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ulation 

HP  LaserJet  II 
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Price 

$999 
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from  the  dealmaking  radar  screen — even 
though  Robert  L.  Barada,  PacTel's  vice- 
president  for  corporate  strategy,  says  it 
would  be  "the  strongest  capitaHzed  cel- 
lular business  in  the  world." 

As  dramatic  as  its  breakup  scenario 
seems,  though,  the  biggest  flaw  in  Tele- 
sis'  plan  is  that  it  might  not  make  much 
difference.  It  would  leave  Pacific  Bell — 
the  vast  bulk  of  today's  corporation — 
essentially  unchanged.  Indeed,  Ameri- 
tech's  Weiss  says  that 
of  the  many  ideas  being 
thrown  around  by  the 
seven  Bells  for  reshap- 
ing themselves,  subdi- 
viding represents  "the 
least  change  of  all." 
RESIDUE.  What,  then, 
would  constitute  real 
change?  Transforming 
the  monopoly  service 
mentality  that  contin- 
ues to  pervade  all  seven 
Bells — a  residue  of  the 
prebreakup  days  that 
clings  even  to  parts  of 
the  organizations  born 
since  divestiture.  Says 
Richard  A.  Kuehn,  a 
Cleveland-based  tele- 
communications consul- 
tant: "While  they're 
talking  a  reasonable 
story,  their  commitment 
to  meeting  the  custom- 
er's agenda  is  not  a 
prime  target  in  their 
mind." 

Kuehn  knows  where- 
of  he   speaks.  Four 


ciation  of  their  digital  switches  over  an 
average  of  17 'A  years,  vs.  6  years  in 
Japan.  That  makes  it  harder  for  U.  S. 
phone  companies  to  modernize.  And  as 
public  utilities,  they  are  also  expected  to 
invest  whatever  it  takes  to  restore  phone 
service  quickly  in  case  of  disaster,  as 
BellSouth  did  in  Florida,  where  it  dis- 
patched 900  extra  technicians  in  the 
wake  of  Hurricane  Andrew. 
Eventually,  the  threat  of  competition 


years  ago,  he  was  try- 
ing to  help  a  new  hospi- 
tal in  Pleasanton,  Calif., 
get  a  service  from  Pa- 
cific Bell  called  Inte- 
grated Services  Digital 
Network  to  improve  data  links  with  doc- 
tors' offices.  After  being  stalled  for  five 
months,  he  was  invited  to  the  West 
Coast  for  dinner  with  a  Pac  Bell  vice- 
president.  Satisfaction  seemed  at  hand. 
But  before  his  seat  was  warm,  the  vice- 
president  turned  him  down  flat.  Says 
Kuehn:  "I  really  would  have  liked  to 
pick  up  my  drink,  spill  it  in  his  lap,  and 
walk  out."  Pac  Bell,  which  has  since 
made  ISDN  more  available,  says  Kuehn 
wanted  the  service  free  on  a  trial  ba- 
sis— a  charge  Kuehn  denies. 

While  customers  blame  the  Bells  for 
unresponsiveness,  the  Bells  blame  regu- 
lators for  giving  them  little  incentive  to 
invest  in  phone  networks.  William  H. 
Davidson,  a  professor  at  the  University 
of  Southern  California  School  of  Busi- 
iiess  Administration,  says  U.  S.  phone 
companies  have  to  stretch  out  the  depre- 


YOU  WIN  SOME,  YOU  lOSE  SOME 


Rules  and  rulings  that  are  helping  and  hurting  the  Baby  Rells 

St^  I  LOCAL  COMPETITION 

"^^BMgpjMHHjjlt^  On  Sept.  1 7,  the  FCC  allowed  small  com- 

^^^jntv:  T^Vj"  peting  networks  to  connect  with  the  Bell 

J ^  networks  and  lease  circuits  from  them. 

J^^"^^^:  ^      -  This  means  the  newcomers  can  compete 

M     yL  in  a  broader  market.  In  exchange,  the 

^       ^     ^  Bells  gained  pricing  flexibility 

INFORMATION  SERVICES 

Last  year,  a  federal  judge  allowed  the 
Bells  to  create  information  services  such 
as  an  electronic  yellow  pages.  But  they 
are  still  banned  by  a  consent  decree  from 
manufacturing  telecom  gear  and  carrying 
long-distance  calls 

,  A  /;  VIDEO  DIAL  TONE 

.^flJ^^sg^.V;;t-..  The  Bells  got  permission  in  July  to  deliver 

^^^^^^^^^BgK^k  television  channels  to  homes  and  to  own 

^IjHHl^HHI^^  up  to  5%  of  the  stock  in  a  programmer  or 

■|^r^9RI|V  cableTV  operator.  But  they  can't  own 

'^^^^^y^^^  cable  systems,  even  under  the  main  cable- 

K  reregulation  bills  in  Congress 


I 


should  be  all  that's  required  to  lower  the 
Bells'  rates  and  keep  them  investing  in 
their  networks.  But  as  long  as  local 
phone  service  remains  close  to  a  monop- 
oly, regulators,  judges,  and  lawmakers 
will  wield  enormous  power.  In  the  weeks 
preceding  the  FCC's  momentous  Sept.  17 
rulings,  so  many  titans  of  the  telecom- 
munications industry  converged  on  the 
agency  one  day  to  plead  their  cases  that 
the  agency  ran  out  of  visitors'  badges. 


What  would  constitute  real 
change?  Transforming 

the  monopoly  mentality  that 
still  pervades  the  Bells 


Says  G.  Mitchell  Wilk,  former  hef  o 
California's  PIIC:  "Government  has  on 
to  say  about  the  profitability  of  thkin 
dustry  than  it  ever  has."  " 
Which  is  why  the  Bells  are  Wdt'i' 
harder  than  ever  to  uncover  new  njio 
tunities — to  find  a  new  game  plan  titti 
bold,  visionary,  and  might  actually  luci 
some  money.  They're  saying  no  to  f|r.i 
ture  and  real  estate,  but  they're  safr 
yes  to  selected  foreign  phone  in-s 
ments.  With  expcri'^ 
in  the  world's  nn  is  < 
manding  phone  ma 
the  Bells  feel  tiicv 
help  beef  up  sys  i 
abroad.  Thus,  I'ldl: 
lantic  and  Ann'ri 
now  own  75%  of 
Zealand's  phone  co 
ny.  Nynex  and  a 
partner  will  build  a 
phone  network  in 
land  and  operate  it; 
25  years.  BellSouth 
longs  to  a  consortia 
Australia  that  aim 
compete  against  th< 
tablished  local  car 
Pacific  Telesis  and 
South  are  concentra 
on  international  op 
tunities  in  wireless. 
U.  S.  West  is  focu 
on  cable-television 
portunities  abroad. 

By  far  the  big 
winner  of  that  gam? 
date  is  Southwestr 
Bell,  which  struei 
rich  purchasing  a  ' 
interest  in  Telefono.'di 
Mexico.  Since  bu\i) 
the  Telmex  shares  o 
$953  million,  Southwst 
ern  Bell  has  earne  i 
paper  profit  of  nti 


than  $1.5  billion. 

Back  home.  Baby  Bell  bosses  li 
come  to  see  that  they  can  generate  a 
more  revenue  from  their  core  l( 
phone  businesses.  After  all,  cost-cuti 
can  go  only  so  far.  Pacific  Bell,  for 
ample,  has  cut  employment  from  ne; 
79,000  at  divestiture  to  about  54 
now.  Advances  in  technology  should 
low  further  trims,  but  the  paring  C( 
go  too  deep:  The  Bells  could  be  left 
nerable  to  the  predations  of  their  emt 
ing  competitors. 

That's  why  top-line  growth  is  es> 
tial.  Facsimile  machines,  cellular  phoi 
answering  machines,  and  voice  i 
have  all  increased  usage  of  local  ph 
networks.  Now,  the  Bells  are  rolling  . 
a  signaling  network  called  Signal  ^ 
System  7  that  permits  a  whole  new 
of  services,  such  as  Caller  ID,  call  ti 
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1992  Canon  U.S.A.,  Inc. 


No  other  plain  paper  fax  can 
deliver  this  message. 


^or  the  past  three  years,  Canon  has  been  #1  in 
plain  paper  fax. 

One  reason  is  the  complete  line  of  advanced 

facsimiles  you  can  choose 
i  ^^cTsjoj^   from.  Like  the  worlds  smallest 
^/f^^    desktop  digital  unit,  the  FAX- 
^^iioi,      L3300.  It  can  transmit  a  page 
- —     in  just  three  seconds.  Or,  there 
our  full-featured  Laser  Class™  700  Series  and 
onomical  FAX-A50L  All  incorporate  Canons 
:clusive  image  processing  technology  for  sending 


and  receiving  with  better  depth  and  clarity. 

Canon  also  makes  it  easy  to  choose  your  fax. 
Call  us  for  a  Fax  Decision  Makers  Kit  and  the 
name  of  your  nearest  Canon  authorized  dealer 
at  1-800-OK-CANON.  Or,  let  us  fax  you  pro- 
duct information.  Whats  more,  there  are  no 
finance  charges  until  May  22, 1993,  when  you 
purchase  a  Canon  Plain  Paper  FAX  with  the  Canon 
Credit  Card? 

Clearly,  people  are  getting  the  message.  For 
plain  paper  fax,  Canon  delivers. 


'AX- A  5  01 


/ 

■i;;:.::  

hA\l-UU 


FAX-L77S 


h\\-L)U)U 


Enjoy  easy  extended  payments  with  the  Canon  Credit  Card  Ask  (or  details 
at  participating  Canon  dealers  Available  only  in  U  S 
expires  12/31/92  and  is  available  at  participating  authorized  Canon  FAX  dealers  Subject  to  credit  approval, 
ning  May  23. 1993,  for  all  qualifying  purchases  made  on  your  Canon  Credit  Card  Finance  Charges  will 
s  at  the  Annual  Percentage  Rate  of  up  to  1768%  with  a  minimum  monthly  Finance  Charge  of  50  cents 
y  month  in  which  a  Finance  Charge  is  due  Minimum  Monthly  Payments  are  required 


Canon 


ing,  and  selective  call  blocking.  Bell  At- 
lantic, the  biggest  booster  of  such  ser- 
vices, says  more  than  390,000  customers 
have  signed  up  for  Caller  ID  alone.  The 
company  is  also  developing  a  technique 
for  compressing  full-motion  video  for 
transmission  over  standard  phone  lines. 
Says  Chairman  Smith  of  such  advances: 
"We're  not  just  doing  it  to  shine  up  the 
old  telephone  plant.  It's  going  to  be  a 
revenue  producer." 

Indeed,  "increase  traffic"  could  be  the 
mantra  of  the  new  breed  of  Bell  execu- 
tives. Nynex  Corp.  is  going  so  far  as  to 
carry  business-television  signals  for 
Dow  Jones  &  Co.  over  its  fiber-optic  net- 
work in  New  York  City.  The  TV  biz 
doesn't  come  naturally  to  a  phone  com- 


pany, admits  Donald  J.  Sacco,  Nynex 
vice-president  for  human  resources  and 
planning.  But,  he  asks:  "Tell  me  what 
else  you  want  me  to  do:  Sit  here  and  get 
smaller  and  smaller?" 
UNLIKELY  SCENARIO.  Getting  smaller  is 
exactly  what  the  inheritors  of  the  old 
Bell  System  fear  most.  Ever  since  the 
reign  of  Theodore  Vail,  Bell  executives 
have  warned  that  competition  could  hurt 
the  average  customer  by  skimming  off 
the  most  lucrative  business  traffic, 
stranding  a  worn-out  old  network  with 
the  least-profitable  users.  That  unlikely 
scenario  could  still  unfold — but  only  if 
regulators  bungle  their  jobs  and  the 
Bells  themselves  miss  opportunities  open 
to  them  to  turn  their  networks  into 


heavily  traveled  information  highv,ys, 
of  the  future. 

The  Bells  still  have  a  few  yean  to 
change.  Even  Pacific  Telesis'  Sam  Gm 
who's  wrestling  with  whether  his  corja- 
ny  should  be  cut  in  two,  says:  "Thi  i: 
not  something  that  was  forced  in  a  tn 
of  crisis."  But  there  is  a  sense  of  urj* 
cy.  If  they  blow  this  opportunity,  he 
Niagara  Falls  of  competition  that  Anr 
tech's  Weiss  expects  could  sweep  ^ 
Bells  over  in  seven  identical  barrels. 

By  Peter  Coy  in  New  York  and  Ruln  i 
Hof  in  San  Francisco,  with  James  E.  i 
in  Chicago  and  bureau  reports 


For  information  on  reprints  of  this  Special  Report 
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ARE  HIGH  DIVIDEHDS  STUHTIHG  THE  BABIES'  GROWTH? 


If  the  seven  Baby  Bells  played  base- 
ball with  their  dividend  payments, 
their  team  batting  average  would  be 
a  stratospheric  .964.  Since  their  launch 
on  Jan.  1,  1984,  they  have  had  56  oppor- 
tunities to  raise  dividends,  and  they  have 
done  so  54  times.  The  only  exceptions: 
Nynex  Corp.  in  1991  and  BellSouth  Corp. 
this  year.  The  steady  increases  have 
made  the  group  a  Wall  Street  favorite 
(chart),  especially  this  year,  when  low  in- 
terest rates  make  the  Bells'  yields 
more  attractive  than  ever. 

But,  while  they  may  be  proud  of 
what  they've  done  for  investors, 
the  CEOs  of  the  Bells  are  anything 
but  happy  about  this  situation. 
Pressure  from  Wall  Street  to  in- 
crease dividends,  coupled  with  lag- 
ging profits,  has  pushed  their  divi- 
dend-payout ratios  up  to  anywhere 
from  67%  to  84%.  In  contrast,  for- 
mer parent  American  Telephone  & 
Telegraph  Co.  pays  out  only  about 
50%  of  profits  to  shareholders  in 
dividends,  and  MCl  Communications 
Corp.  pays  out  around  10%. 
TENSION.  Pressed  by  competition  in 
local  phones,  the  Bells  need  cash  to 
make  growth-company-type  invest- 
ments. But  shareholders  want  the 
steady  dividends  that  monopoly 
utilities  pay.  The  upshot:  tension 
between  the  Bells  and  their  sharehold- 
ers. "We've  felt  for  some  time  that  the 
dividend-payout  ratio  was  on  the  high 
side,"  says  BellSouth  Chairman  John  L. 
Clendenin.  "It's  a  case  of  not  being  able 
to  have  your  cake  and  eat  it,  too." 

Investors  are  likely  to  remain  wary 
until  they  see  evidence  of  rapid  growth 
in  revenue  and  earnings  to  make  up  for 
slower  dividend  increases.  Ellen  Davies, 
an  analyst  who  helps  invest  funds  for 


the  University  of  California,  says  she  be- 
lieves the  growth  may  come,  but  "right 
now,  we'll  look  at  dividend  growth  and 
current  yield." 

Indeed,  Davies  and  other  investors 
have  reason  to  be  cautious.  Analyst  Joel 
Gross  of  Donaldson,  Lufkin  &  Jenrette 
Securities  Corp.  has  examined  the  rapid 
rise  of  Bell  stocks  during  the  1980s,  and 
he  concludes  that  most  of  the  factors  be- 
hind it  have  run  their  course.  The  decline 
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in  interest  rates  since  1984  accounted  for 
457'  of  the  group's  gains.  Gross  calcu- 
lates, and  at  today's  low  levels,  there's 
not  much  more  room  for  further  rate 
cuts. 

Gross  also  notes  that  the  Bells  bene- 
fited from  huge  price  hikes  after  divesti- 
ture, improved  productivity  from  new 
phone  gear,  lower  tax  rates,  economic 
growth,  and  a  runup  in  the  value  of  the 
Bells'  cellular  properties.  While  the 


economy  is  due  for  a  rebound,  prospe< 
for  most  of  the  other  factors  are  le 
certain.  And  now,  the  Bells  face  losii 
their  monopolies.  Gross  says  the  wa 
of  competition  that  washed  over 
phone-equipment  business  in  the  197 
and  long  distance  in  the  1980s  will  inv 
date  local  phone  service  in  the  1990s.  ' 
you're  the  incumbent  [carrier],"  sa 
Gross,  "it's  not  real  pretty  to  look  at' 
No  wonder  shareholders  prefer  a  di 
dend  in  hand  to  future  profits  fro 
a  cellular  franchise  in  Outer  Mo 
golia.  To  date,  all  of  the  Bells  ha 
bowed  to  their  wishes — for  go 
reason.  By  breaking  tradition,  th 
would  risk  losing  longtime  inv€ 
tors  and  not  attracting  new  ones 
the  old  price.  Says  Thomas  M.  Bs 
ry,  senior  vice-president  for  strat 
gic  planning  at  Southwestern  B< 
Corp.:  "We  understand  the  dilei 
ma,  but  we  don't  think  we're  in 
position  to  force  the  issue." 
CUTTING  LOOSE.  In  contrast,  Pacif 
Telesis  Group  is  thinking  of  forcir 
the  issue — and  in  a  dramatic  way- 
by  splitting  itself  in  two.  Regulatf 
Pacific  Bell  would  continue  to  pj 
big  dividends,  while  the  cod 
named  New  Telesis  would  pay  litt 
or  nothing  to  shareholders  in  ordi 
to  invest  in  high-risk  ventures 
unregulated  markets. 

Of  course,  the  reason  the  Bells  fir 
themselves  in  a  growth-vs.-dividends 
lemma  is  that  to  date,  they've  produce 
plenty  of  dividends  but  not  muc 
growth.  And  that  suggests  a  solutioj 
manage  the  existing  business  better 
shareholders  don't  have  to  make 
choice. 

By  Peter  Coy  in  New  York,  with  biirea 
reports 
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SPECIAL  REH 


•RE'S  WHAT  IT  COSTS  TO  TAP  INTO  THOUSANDS  OF  THE  MOST 
GHLY  MOTIVATED,  WELL-TRAINED  WORKERS  IN  AMERICA: 


ZERO. 


This  year  nearly  150,000  men  and  women  will  leave 
Army  for  the  civilian  work  force.  According  to  a 
lonal  survey,  they'll  bring  with  them  the  qualities  9  out 
0  employers  look  for.  Things  such  as  selt-discipline, 
;ivation,  and  leadership. 

TTie  Army  Career  and  Alumni  Program  ( ACAP)  can 
T  your  business  tap  into  this  pool  of  well-trained  workers. 

ALL      1    •    8   0  0 


By  entering  your  company  on  our  computerized  data  base, 
soldiers  all  over  the  world  can  match  their  training  with 
your  company's  needs. 

Find  out  how  the  Army  Career  and  Alumni  Program 
can  work  for  your  business.  Call  the  toll-free  number  1-800- 
445-2049.  It  could  be  the  most  cost  effective  business  call 
you  ever  make. 

.    4   4   5    *    2   0   4  9 
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HORSE  RACING  I 


A  PADLOCK 

ON  THE  PADDOCK  GATE 


How  Japaii  is  keeping  U.S.  horses  off  its  lucrative  tracks 


Flash  points  in  the  U.  S.-Japan  trade 
war;  automobiles,  semiconductors, 
racehorses.  Racehorses? 
Just  look  at  the  numbers.  The  bettin;; 
handle  at  Japan's  10  central  and  30  re- 
srional  tracks  totaled  $35.3  billion  last 
year,  a  sevenfold  increase  in  five  years 
and  nearly  $25  billion  higher  than  in  the 
U.  S.  Attendance  has  surged  31  a  ,  to  26.8 
million,  over  the  same  period.  Japan  of- 
fers fat  purses,  including  several  first- 
place  prizes  of  more  than  $1  million.  In 
short,  horse  fever  is  sweeping  Japan, 
just  when  the  horse-race  business  else- 
where has  thrown  a  shoe. 

Those  are  the  numbers  American  race- 
horse breeders  love.  But  here  are  a  few 
that  they  hate:  Only  114  of  Japan's  6,000 


JAPANESE  HORSE  RACING 
AT  A  GLANCE 


Japan 

North  America 

TRACKS 

40 

98 

1991  BETTING 

$35.3  billion 

$10.7  billion 

1991  ATTENDANCE 

26.8  million 

54.5  million 

HORSES 

32,000 

86,934 

TRAINERS 

1,132 

2,700 

JOCKEYS 

877 

4,300 

BREEDERS 

2,400 

25,000 

RACES 

26,400 

70,997 

DATA  JAPAN  RACING  ASSN  .  THOROUGHBRED  RACING 
COMMUNICATIONS  INC 


registered  Thoroughbreds  are  fortrn- 
born.  Just  two  annual  races,  the  J;iaii 
Cup  and  the  Fuji  Stakes,  allow  forp 
horses  that  have  raced  before.  And  b 
35'-;  of  the  6,000  races  held  by  the  .l;a 
Racing  Assn.  MR.A)  allow  foreigu-Mr 
horses  at  all,  even  if  they're  trail ic  ; 
Japan.  The  regional  circuit  of  _'i  i 
races  is  even  stricter. 
LATHERED  UP.  Washington  is  gettinu  it 
a  lather  about  the  restrictions.  At  1 
urging  of  legislators  led  by  Scn^ 
Mitch  McConnell  (R-Ky.),  U'.  S.  Tit- 
Representative  Carla  A.  Hills  ha,-  I- 
pressing  Tokyo  to  lower  barriers  au; 
imported  racehorses.  "The  bottom  ii 
says  a  U.  S.  official  involved  in  tiic  t; . 
"is  the  [U.S.]  Thoroughbred  indiisir 
in  the  doldrums,  and  we're  lookini'  f 
new  source  of  demand  for  our  h<i:  -i 
The  .JR.\'s  response  to  this  trade 
pute  sounds  familiar:  It  has  drawn 
five-year  plan  to  allow  foreign-born  h 
es  to  run  in  657'  of  .iRA-sanctioned  r; 
by  1996  and  to  open  15  more  event 
foreign  owners.  "We  can  see  it's 
fair,"  says  Yoshitaka  Kitahara.  gen 
manager  of  racing  at  the  .)RA.  "But  ii 
open  all  at  once,  the  domestic  indu! 
would  collapse." 


How  quickly  could  yo 
if  you  needed  help  it 


EDS  responded  immediately  to  the  Department  of  Defe 


For  Operation  Desert  Storm,  the 
U.S.  Armed  Forces  needed  to 
mobilize  and  support  500,000 
troops.  Quickly.  EDS  worked 
round  the  clock  to  support  the 
Armed  Forces  immediately  and 
globally  with  worldwide  commu- 
nications capabilities. 

For  the  Army,  EDS  provided  a 


link  between  desert  opera 
and  the  Personnel  Commands 
home.  This  helped  the  /'i 
rapidly  process  data  needi 
send  the  right  soldiers  to  the 
place  at  the  right  time. 

EDS  also  helped  set 
toll-free  information  hot  lii 
provide  dependents  with  sok 


EDS  is  a  registered  trademark  of  Electronic  Data  Systems  Corporation.  ©  1992  EDS. 


136  BUSINESS  WEEK/OCTOBER  5.  1992 


anest'  owners  do 
em  to  share  those 
es.  They  would 
)  buy  U.  S.  horses, 
ially  Kentucky- 
— most  of  which 
)loodlines  superior 
rthing  bred  in  Ja- 

But  Japanese 
;rs  are  resisting 
ily.  Four  months 
Iks  between  the 
reeders,  and  own- 
,ve  gone  nowhere, 
li  Ikemoto,  execu- 
irector  of  the  Ja- 
iloodhorse  Breed- 
Lssn.,  fears  that 
Ian  as  it  stands 

force  20%  of  its 

members  into 
uptcy.  "We're 
ig  for  survival," 

'S. 

SUBSIDIES?  Ikemoto  is  demanding 
1  price  for  loosening  restrictions, 
ily  6%  of  a  winning  horse's  prize 
'  is  awarded  to  its  breeder.  Ike- 
would  like  that  doubled.  He  also 
more  subsidies  from  the  ,jra.  The 
!rs  and  the  JRA  have  to  reach  some 
of  agreement  before  drawing  up 
93  racing  schedule. 


No  matter  what  sort  of  accord 
emerges,  Japanese  racing  will  remain 
tightly  controlled.  Owners  still  will  have 
to  pay  a  $32,000  customs  duty  on  import- 
ed Thoroughbreds.  That  will  remain  the 
biggest  barrier  to  U.  S.  breeders,  who 
are  struggling  through  a  prolonged 
slump  at  home  that  has  driven  down 
stud  fees  and  auction  prices. 


The  situation  is  espe- 
cially frustrating  to  the 
U.  S.  industry  because 
there's  a  new  breed  of 
Japanese  bettor  all 
ready  to  be  educated  in 
the  virtues  of  Ameri- 
can-pedigreed horses. 
Thanks  to  concerted  ef- 
forts to  turn  horse  rac- 
ing into  high  fashion, 
young  women  are  flock- 
ing to  Japan's  tracks. 
At  a  recent  running  of 
the  Twinkle  Races,  the 
evening  card  at  Tokyo's 
Ohi  racetrack,  high 
heels  clicked  among  los- 
ing tickets,  cigarette 
butts,  and  styrofoam 
ramen  bowls.  In  the 
seventh  race,  Shimano 
World  took  the  lead  in 
the  stretch  and  three 
well-dressed  young  women  leaning  on 
the  rail  started  to  jump,  wave,  and  snap 
photos.  "Great!"  shouted  one,  unboth- 
ered  that  she  backed  the  wrong  horse. 
"Let's  bet  again." 

At  this  rate,  though,  it  will  be  years 
before  those  fledgling  fans  know  what 
they're  missing. 

Bi/  Karen  Loicry  Miller  in  Tokyo 


;hnology  partner  respond 
I  other  side  of  the  world? 


;  addresses,  and  pay 
lent  information, 
r  the  Navy,  EDS  installed  a 
satellite  link  between  the 
id  the  Supply  Systems 
nd  at  home.  This  backup 
id  the  distribution  of 
JS  where  and  when  they 
:eded. 

r  the  Air  Force  Tactical  Air 


Command,  EDS  installed  a 
network  that  integrated  separate 
command  and  control  systems. 
This  network  allowed  real-time 
distribution  of  information  and 
improved  the  Air  Force's  ability  to 
deploy  personnel  and  equipment. 

Changes  in  technology  create 
opportunities  to  do  immense  jobs 
better  and  faster.  EDS  is  the  world 


leader  in  applying  information 
technology.  To  find  out  how  we 
could  help  you,  write  Barry 
Sullivan,  EDS,  7171  Forest  Lane, 
M43,  Dallas,  TX 
75230.  Or  you  can 
telephone  us  at 
(214)  490-2000, 
extension  143- 
TAKE  ADVANTAGE  OF  CHANGE' 


BUSINESS  WEEK/OCTOBER  5,  1992  137 


?ersonMJiysioess 


EDITED  BY  AMY  DUNKIN 


Health 


WHEN  YOU  CAN'T  SLEEP: 
REMEDIES  FROM  A  TO  ZZZ 


It's  the  rare  one  among  us 
who  hasn't  suffered  the 
torments  of  the  middle  of 
the  night.  We  fidget  and  toss, 
too  hot,  then  too  cold.  Our 
worries  swarm  and  ambush 
us  like  relentless  mosquitoes. 
The  digital  glow  of  the  clock 
taunts  us  from  the  bed  stand. 
It  was  2:30  at  last  glance. 
Must  be  near  dawn  now. 
Aagh.  Just  2:53. 

Roughly  100  million  Ameri- 
cans have  sleeping  problems, 
with  one-third  of  them  suffer- 
ing from  chronic  insomnia.  A 
telling  indicator:  The  U.  S. 
television  audience  for  pro- 
gramming between  mid- 
night and  3  a.m.  is  be- 
lieved to  be  about  20 
million    people.  Of 
course,  not  everyone 
watching    TV  at 
those  hours  has  a 
problem.  Sleep  pat- 
terns vary:  Some 
people  can  get  away 
with     only  three 
hours  a  night,  others 
need  10.  If  you're  not 
getting  enough  sleep, 
you're  probably  desper- 
ate for  relief,  but  cor- 
recting  the  problem 
may  be  more  complex 
than  you  realize,  de- 
pending on  whether  it 
is  caused  by  psychologi- 
cal or  physical  factors. 
Perhaps  your  biological 
clock  needs  to  be  reset. 

PILLS  'N'  BOOZE.  Most  of  US 

gulp  coffee  to  counteract  the 
effects  of  a  single  night  of 
insomnia.  But  feelings  of 
tiredness  and  irritability  per- 
sist until  we  catch  up  on  what 
researchers  call  our  "sleep 
debt."  Military  researchers 
have  documented  that  a  per- 
son loses  25%  of  the  ability  to 
think,  plan,  and  execute  a 
task  for  every  24  consecutive 
hours  awake. 
To  combat  sleep  problems. 


many  people  toss  back  a 
nightcap.  Big  mistake.  "Alco- 
hol has  only  deleterious  ef- 
fects on  sleep,"  ranging  from 
breathing  problems  to  trou- 
bled,  restless  sleep  quality. 


adryl,  which  tends  to  cause 
drowsiness,  can  be  purchased 
over  the  counter,  and  is  non- 
addictive.  More  serious  sleep- 
ing medications  must  be  used 
carefully.  They  are  unques- 
tionably addictive  and  can 


nia,  such  as  jet  lag,  ten 
over  an  upcoming  event 
marital  or  financial  crisis 
drug  such  as  Halcion,  n 
by  Upjohn,  is  "a  darned  | 
drug  for  business  travel 
who  need  to  rest  on  an 
plane  or  shortly  after  an 
in  a  new  time  zone, 
lieves    Craig  He' 
chairman  of  Stan 
University's  hu 
biology 


says  Thomas  Roth,  chief  of 
the  division  of  sleep  disorders 
and  medicine  at  Henry  Ford 
Hospital  in  Detroit.  When  the 
first  drink  doesn't  help,  some 
people  have  another,  and  that 
can  lead  to  alcoholism. 

Next,  people  typically  ask 
their  doctors  for  sleeping 
pills.  Some  doctors  recom- 
mend that  patients  first  try 
an  antihistamine,  such  as  Ben- 


lead  to  an  effect 
called  "rebound  insom- 
nia." That's  when  insomnia 
returns  and  even  worsens  af- 
ter you  stop  taking  the  pills. 

Increasingly,  sleep  docs 
only  recommend  steeping  pills 
for  patients  with  identifiable, 
temporary  causes  of  insom- 


gram.  That's  because  Hale 
tends  to  act  quickly  and  tl 
be  gone  from  one's  syst 
within  about  six  hours.  Thi 
not  the  case  with  agents,  s' 
as  Dalmane,  that  metabo 
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slowly.  Halcion  is  not 
at  side  effects,  how- 
md  at  higher  doses,  it 
en  linked  to  short-term 
ia. 

i  AND  CURES.  When  it 
to  chronic  insomnia, 
notes,  "there  just  is  no 
Irug."  Indeed,  sleep  re- 
ars say  chronic  insom- 
a  symptom  of  other 
ms,  not  a  disease  by  it- 
'hat's  one  reason  why 
every  major  hospital  in 
untry  now  has  a  sleep 
;rs  clinic  or  program, 
clinicians  check  for  un- 
ig  causes  of  insomnia, 
s  depression,  which  is  a 
r  cause  of  early  morn- 
iking.  Sleeping  pills  do 
^  to  battle  depression, 
;en  counseling  and  anti- 
sants  can  help  a  patient 
to  more  normal  sleep 

IS. 

larly,  sleeping  pills  only 
icate  sleep  apnea,  a 
,1  condition  that  blocks 
ir  passages.  Apnea  vic- 
lay  stop  breathing  for 
0  to  90  seconds,  jolting 
repeatedly  during  the 
and  suffering  chronic 
ime  sleepiness.  Apnea 
itment  often  calls  for 


weight  and  learning  to 
sleeping  on  your  back, 
le  cases,  it  may  require 

our  insomnia  is  intoler- 
r  affecting  your  job  or 
nships,  call  a  local  med- 
■nter  and  ask  for  their 
clinic — or  get  a  list  of 
specialists  by  writing  to 


to 


the  National  Sleep 
Foundation,  122  S. 
Robertson  Blvd., 
Suite  201-BW,  Los 
Angeles,  Calif.  90048. 
But  also  realize  that 
a  typical  visit  and 
evaluation  at  such  a 
center  averages 
$1,500,  which  may 
not  be  reimbursed  by 
your  insurer.  That's 
why  those  suffering 
from  chronic  insom- 
nia might  do  well  to 
first  try  some  of  the 
techniques  sleep  cen- 
ter doctors  (or  som- 
nologists)  use. 

A  good  starting 
point  is  a  book.  No 
More  Sleepless 
Nights,  co-authored 
by  Peter  Hauri,  di- 
rector of  the  Mayo  Clinic  In- 
somnia Research  &  Treat- 
ment Program  (John  Wiley  & 
Sons,  $12.95).  The  book  pro- 
vides valuable  advice  on  iden- 
tifying what  kind  of  insomnia 
you  have  and  then  addressing 
it  specifically.  Half  or  more  of 
all  insomniacs  have  identifi- 
able psychological  stress, 
anxiety,  or  depression.  For 
these  patients,  experts  typi- 
cally recommend  seeking  psy- 
chotherapy so  patients  learn 
to  deal  more  effectively  with 
their  worries  during  the 
day.  Stress  reducers 
such  as  meditation  or 
exercise  may 
also  be  in  order. 
Sleep  experts  recom- 
mend that  you  exer- 
cise in  late  afternoon 
or  early  evening, 
however,  so  you're 
not  too  worked  up 
right  before  bedtime. 

Learning  to  relax 
is  easier  for  some 
than  for  others.  Gen- 
tle stretching  before 
bedtime  can  be  use- 
ful, as  are  such  men- 
tal games  as  imagin- 
ing that  you're  a 
sponge,  soaking  up 
quiet  and  tranquility. 
Concentrating  on 
breathing  deeply  from 
abdomen  as  you  lie  on 
back    can  also 
relaxation. 

Insomnia  can  have  physio- 
logical roots,  too,  including 


TIPS  ON  CONQUERING  INSOMNIA 

►  Reduce  caffeine,  limit  alcohol,  and  eliminate 
smoking,  all  of  which  aggravate  sleep  problems 

►  Don't  sleep  late  to  compensate  for  a  poor 
night's  sleep.  Get  up  at  the  same  time  every  day 

^  Staying  in  bed  longer  than  you  should  can  cre- 
ate shallow,  less  satisfying  sleep.  If  you  can't 
sleep,  get  up  and  read  or  watch  television.  The 
next  night,  try  going  to  bed  later 

►  Try  a  light  snack,  early  evening  exercise,  or 
reading  before  bed 

►  If  something  is  worrying  you,  designate  some 
'worry  time'  before  going  to  bed.  Write  down  the 
problem  and  come  up  with  an  action  plan,  instead 
of  waiting  until  you  lie  down  to  think  about  it 

►  Don't  obsess  over  your  lack  of  sleep.  Most  peo- 
ple function  fine  even  when  they've  slept  poorly 

DATA:  NOMORCSLCmcSSNICmS.  BW 


chronic  pain  or  respiratory 
difficulties.  Caffeine,  smok- 
ing, and  medications  can  also 
disrupt  sleep.  Or  there  may 
be  environmental  factors  such 
as  noise,  brightness,  or  even 
an  uncomfortable  bed  or  a 
snoring  spouse. 
LIGHTS  AND  LOGS.  Another 
possible  cause  of  sleepless 
nights  is  a  disruption  in  an 
individual's  circadian 
rhythms.  The  body's  "inner 
clock"  can  be  thrown  off  so 
that  you  wake  at  dusk  and 
sleep  at  dawn.  Walter  Green- 
leaf,  founder  of  Greenleaf 
Medical  Systems  in  Palo  Alto, 


WHERE  TO  GET  HELP 


►  Sleep  Disorders  Center,  Baylor  College  of 
Medicine,  Houston,  713  798-4886 

►  Sleep  Disorders  Center,  Columbia-Presbyterian 
Medical  Center,  New  York,  212  305-1860 

►  Sleep  Disorders  Center,  Mayo  Clinic,  Roches- 
ter, Minn.,  507  286-8900 

►  Sleep  Disorders  Center,  Rush-Presbyterian-St. 
Luke's  Hospital,  Chicago,  312  942-5440 

►  Sleep  Disorders  Clinic,  Stonford  University 
Medical  Center,  Stanford,  415  723-6601 

►  Sleep  Disorders  Unit,  Beth  isroel  Hospital,  Bos- 
ton, 617  735-3237 

DATA.  NOMonesuipmNtms,  m 


your 
your 
promote 


Calif.,  is  a  self-described 
"night  owl."  During  his  grad- 
uate student  days,  Greenleaf 
would  often  do  research  or 
write  until  the  wee  hours, 
then  sleep  until  late  morn- 


ing— a  pattern  that 
failed  him  when  he 
went  into  business. 

Greenleaf  ..  has 
gradually  gotten 
more  in  sync,  but  he 
still  has  a  tendency 
to  lapse  back  into 
night  work  and  day 
sleep.  So,  when  he 
travels  or  absolutely 
must  work  all  night, 
he  forces  himself  to 
stay  up  the  next  day 
and  not  go  to  bed  un- 
til early  the  next  eve- 
ning. That's  a  trick 
called  "chronother- 
apy."  It's  one  of  a 
number  of  behavior- 
al-modification tech- 
niques that  sleep  ex- 
perts use  to  help 
people  recalibrate 
their  circadian  rhythms. 

Another  interesting  treat- 
ment is  called  "bright  light 
therapy,"  and  makes  use  of 
the  influence  of  daylight  on 
regulating  human  sleep-wake 
patterns.  At  the  Brigham  & 
Women's  Hospital  in  Boston, 
researcher  Charles  Czeisler 
has  successfully  reset  sleep- 
wake  cycles  in  shift  workers 
by  exposing  them  to  bright 
light  for  several  hours  over 
just  a  few  days.  Someday, 
frequent  fliers  may  wear 
light  goggles  as  they  fly  to 
help  them  adjust  to  a  new 
time  zone. 

If  the  cause  of 
your  sleeplessness  is 
still  not  clear,  try 
keeping  a  sleep  log. 
Some  patients  find 
that  after  a  week  or 
two  they  see  pat- 
terns emerging.  Poor 
sleep  may  consistent- 
ly follow  unresolved 
incidents  at  work  or 
a  big  meal  eaten  late. 

A  hard  part  of  lin- 
gering insomnia  is 
that  patients  often 
develop  a  fear  of  not 
sleeping.  Just  worry- 
ing about  it  can  keep 
you  up.  Hauri  ad- 
vises that  patients 
never  "try"  to  sleep  or 
lie  awake  fretting  in  the 
dark.  Get  up,  read,  do 
something  low-key.  You 
may  get  too  drowsy  to  stay 
awake.  Joan  Hamilton 
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Outdoors 


A  RACE  WHOSE 
ROUTE  YOU 
PLOT  YOURSELF 


When  about  25,000 
runners  take  off  in 
the  New  York  City 
Marathon  on  Nov.  1,  Paul  Bis- 
set  won't  be  among  them.  A 
vice-president  at  Bankers 
Trust  in  White  Plains,  N.Y., 
Bisset  enjoys  competitive  run- 
ning but  prefers  the  clean  air 
of  forests  and  parklands  to 
grungy  city  streets.  And  in- 
stead of  jogging  mindlessly 
from  start  to  finish,  he  likes 
to  pursue  a  more  circuitous 
course.  Bisset's  pastime  is  ori- 
enteering— what  adherents 
call  "the  thinking  person's 
sport." 

Runners  in  an  orienteering 
race  carry  three  items:  score- 
card,  compass,  and  topo- 
graphical map  of  several 
acres  of  woodland.  Colorful 
map   symbols   identify  such 


features  as  steep  slopes 
fences,  ponds,  and  ditches 
Circles  indicate  check- 
points— marked  by  a 
flag  nailed  to  a  tree 
or  half-hidden  in  the 
brush — where  run- 
ners put  a  distinc- 
tive stamp  on  the 
scorecard  to  prove 
they  were  there. 
The  goal  is  to 
plot  a  path  that 
reaches  all  the 
checkpoints  in 
the  shortest  time 
without  encounter- 
ing an  uncrossable 
stream  or  a  tower- 
ing cliff — or  get- 
ting lost. 

FAMILY  FUN.  Huge- 
ly popular  in  Aus- 
tralia, Britain,  and  Swe- 
den, the  sport  reached  the 
U.S.  in  the  1970s.  Some  65 
local  clubs  of  the  U.  S.  Orien- 
teering Federation  (P.  0.  Box 
1444,  Forest  Park,  Ga.  30051) 
arrange  weekend  meets  in 
which  entire  families  can  par- 
ticipate. While  Bisset,  for  ex- 
ample, scampers  along  a 
tricky  14-kilometer  course,  his 


wife  walks  a  shorter  route  in 
a  less  hilly  area  with  their 
three-year-old  son. 

The  outdoor  exercise  and 
mental  challenge  appeal  to 
"people  who  like  to  pay  atten- 
tion to  details,"  says  Wayne 
Chase,  a  systems  manager  at 
CIGX.A  International  in  Phila- 


delphia. Tired  of  the  Iceli 
ness  of  long-distance  iv, 
ning  seven  years  agch 
•    took  up  orienteeringH 
*     enjoys  the  apres-rsLCia 
maraderie  so  much  la 
he  joined  a  weekn 
meet  on  a  recent  l.s 
ness  trip  to  Brus'l; 
Some  orienti-r 
compete   in  ni^o 

events — sue! 
,    the  World  r 
Festival  Oct 
and  11  in  Nott . 
ham,  N.  H.  : 
most  partici]-, 
for  dual  pleasu- 
They  get  ti'  I'l 
the  woods 
their  own,  tiu/i  • 
lax   with  nth 
and   laugh  ali. 
nearly  gettini^  1 
Sometimes    it's  m, 
than  nearly.  Noting  that  . 
12-year-old  daughter  p)i.iii : 
quit  the  sport  after  spi'm 
a  few  hours  wandering  m  . 
brush,  Chase  says  oriciiu 
need  more  than  a  cuai| 
and  map.  "They  must  h 
confidence  they'll  be  bai  l- 
time  for  dinner."     Don  D, 


1 


stock  prices  have 
a  big  run  up  this 


lank 
'had 

year.  But  for  shareholders 
who  have  relied  on  banks  for 
dividend  income,  the  stocks 
have  been  a  disappointment. 
With  poor  earnings,  low  capi- 
tal, and  bad  loans  clogging 
their  balance  sheets,  many 
lianks  have  been  cutting  or 
eliminating  dividends  since 
1990.  Now,  some  are  poised 
to  reverse  the  tretid.  "I  think 
we're  going  to  see  an  explo- 
sion of  bank  dividends  in  the 
next  18  months,"  says  Thom- 
as Brown,  of  Donaldson, 
Lufkin  &  Jenrette. 

Banks  will  take  better 
care  of  their  shareholders 
because  they're  in  better 
shape  themselves.  In  fact, 
1992  could  be  the  most 
profitable  year  ever  in 
U.  S.  banking.  Commer- 
cial banks  earned  a  record 
$7.9  billion  in  the  second 
quarter,  up  from  $4.6  bil- 
lion in  the  second  quarter 
last  year.  This  has 
strengthened  capital  posi- 
tions.  Meanwhile,  banks 


Smart  Money 

REMEMBER 
BANK  DIVIDENDS? 


will  need  less  capital  because 
they  are  making  fewer  new 
loans  by  historical  standards 
and  getting  rid  of  unprofit- 
able old  loans. 

With  many  banks  generat- 
ing capital  well  in  excess  of 
what  is  required  to  expand 
their  businesses,  there  are 


BIGGER  PAYOUTS 
ON  THE  HORIZON 

Bonk  Current  Est.  earnings 


dividend 

growth 

1992-93 

BANKAMERICA 

$1.30 

24% 

BANK  OF  BOSTON  0 

25 

COMERICA 

1.88 

21 

NATIONAL  CITY 

1.88 

21 

NATIONSBANK 

1.48 

21 

DATA:  DONALDSON  LUFKIN  &  JENREHE 


only  a  few  things  they  can 
do.  "Banks  can  buy  another 
business,  raise  the  dividend, 
repurchase  stock,  or  hoard 
equity  for  a  while,"  says 
John  Leonard,  a  Salomon 
Brothers  analyst. 

A  dividend  hike  will  be  the 
logical  choice  for  an  estimat- 
ed 30  to  45  well-capital- 
ized, profitable  regional 
and  money-center  banks, 
according  to  several  ana- 
lysts. Among  Leonard's 
picks:  Wachovia,  Old 
Kent  Financial,  and  Core- 
States  Financial. 
REWARDS.  Brown  believes 
NationsBank  will  get  the 
ball  rolling  by  upping  its 
dividend  about  12%  when 
its  board  meets  in  Octo- 
ber. The  Charlotte  (N.  C.) 
institution,   which  hasn't 


hiked  its  dividend  in  tv 
years,  has  seen  its  eipi' 
rise  by  $1.3  billion  since  l!)f. 
With  almost  no  ass 
growth,  its  equity-to-ass 
ratio  has  jumped  to  6.( 
from  5.4?c'  in  that  time. 

Brown  also  thinks  Bank 
Boston,  which  eliminated 
dividend  in  July,  1991,  m; 
reinstate  it  in  Novembe 
That  way,  it  could  show 
dividend  in  1992  and  reta 
its  record  as  the  second-Ion 
est-annual-dividend-payii 
bank  on  the  Nev/  York  Stoi 
Exchange.  Signet  Bankir 
could  raise  its  dividend  50 
in  October  to  make  up  fi 
last  year's  cut,  while  Bank 
America  might  wait  unl 
1994  because  its  manag 
ment  is  more  conservative. 

Don't  expect  Citibani 
Chase  Manhattan,  or  Fin 
Chicago  to  suddenly  get  ge: 
erous.  They  are  still  cleanin 
up  their  balance  sheets.  Bi 
a  number  of  other  ban! 
should  finally  be  able  to  rs 
ward  shareholders  for  thei 
patience.  Leah  Spii 
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PERSONAL  BUSI 


When  you're  away  from  your  office 
we  bring  your  office  to  you. 


Dday  you  can  carry  a  phone  in  your  shirt  pocket,  keep 
mputer  in  your  briefcase,  even  send  a  fax  from  your  car. 
meritech  is  at  the  forefront  of  this  personal 
munications  revolution.  Since  we  built  the  world's 
commercial  mobile  telephone  network,  we've  become 
largest  operator  in  the  Great  Lakes  region.  With  every- 
g  from  messagingand  paging  to  information  access, we' re 
iding  people  with  new  freedom  and  mobility, 
/e're  preparing  for  the  future,  too.  This  year  we're  con- 
ing one  of  the  most  comprehensive  personal  communica- 
>  services  ( PCS )  trials  in  the  nation.  Our  PCS  technology 
utilize  our  existing  network  and  allow  portable  phones 
e  smaller,  lighter  and  less  expensive.  Also,  we  are  pur- 
g  new  digital  technology  with  the  potential  for  fifteen 
!S  more  capacity  than  current  cellular  systems. 


At  work,  at  home,  and  on  the  move,  we're  connecting 
our  customers  with  tomorrow  and  our  shareowners  with 
financial  opportunity.  In  fact,  we've  already  outperformed 
the  other  regional  communications  companies  in  return 
to  equity  eight  years  in  a  row. 

For  a  copy  of  our  Annual  Report  or  related  financial  pub- 
lications, call  Ameritech  Investor  Relations  at  312/750-5353. 


The  Comuunications  Companies  of  Ameritech  are: 
Illinois  Bell  •  Indiana  Bell  •  Michigan  Bell  •  Ohio  Bell  *  Wisconsin  Bell 
Ameritech  Audiotex  Services  •  Ameritech  Credit  •  Ameritech  Development 
Ameritech  Information  Systems  *  Ameritech  International 
Ameritech  Mobile  Communications  •  Ameritech  Publishing 
Ameritech  Services  •  The  Tigon  Corporation. 


Ameritech  Corporation 


JsMERSTECH 

Connecting  You  With  Tomorrow 


ersonal  Business 


Travel 


BEFORE  YOU 
VISIT  THE 
THIRD  WORLD 


If  you're  going  to  France, 
y(jur  biggest  concern  may 
he  finding  good  restau- 
rants where  you  can  eat  with- 
out taking  out  a  second  mort- 
gage. If  your  destination  is 
Uganda,  as  mine  is,  your 
chief  concern  may  be:  "How 
will  I  make  it  back  alive?" 

As  a  freelancer  planning  to 
report  on  the  political  situa- 
tion there,  I  already  know  the 
water  system  is  dubious,  and 
the  chances  of  getting  diar- 
rhea are  about  10  in  10.  There 
are  active  cases  of  malaria, 
cholera,  and  meningitis,  a  risk 
of  yellow  fever,  and  an  Ains 
epidemic.  Plus,  the  State 
Dept.  warns  of  "intermittent 
bandit  and  rebel  activity." 


Or  call  your  state  department 
of  public  health  or  the  nearest 
major  medical  school  for  a  lo- 
cal reference. 

The  clinics  give  you  one- 
stop  shopping  for  pretrip 
medical  advice  and  shots,  and 
they'll  treat  you  if  you  return 
with  a  medical  problem. 
They're  recommended  for 


SOME  CLINICS  FOR  OVERSEAS  TRAVELERS 

ALBERT  EINSTEIN  COLLEGE  OF  MEDICINE  Montefiore  Medical  Center, 

Bronx,  N.Y.,  Dr.  Murray  Whittner,  718  430-2059  

INTERNATIONAL  TRAVEL  WELL  CLINIC  Travelers  Medical  Center, 
Emory  University  School  of  Medicine,  Atlanta  404  686-5885 
TRAVELERS'  HEALTHCARE  CENTER  Division  of  Geographic  Medicine, 
Case  Western  Reserve  University,  Cleveland,  Ohio,  216  368-3496 
TRAVELER'S  MEDICAL  SERVICE  OF  WASHINGTON  Washington,  D.C., 

202  466-8109  

UCLA  TRAVEL  AND  TROPICAL  MEDICINE  CLINIC  Division  of  Infectious 
Diseases,  UCLA  Medical  Center,  Los  Angeles  310  206-7663 
UCSF  TRAVELER'S  CLINIC  University  of  California,  San  Francisco 
415  476-5787 


To  arm  myself  against  this 
array  of  troubles,  I  visited  the 
Tropical  Medicine  &  Interna- 
tional Travelers  Clinic  at  the 
Yale  University  School  of 
Medicine.  It  cost  $125  for  the 
consultation  and  about  $100 
extra  for  shots  and  lab  tests. 
The  clinic  is  one  of  about  70 
around  the  country  that  spe- 
cialize in  travel  immuniza- 
tions. For  a  list,  send  a  self- 
addressed  SV2-  by  11-inch 
envelope  with  98(t  in  postage 
to  Dr.  Leonard  C.  Marcus, 
Travelers'  Health  &  Immuni- 
zation Service,  148  Highland 
Ave.,  Newton,  Mass.,  02165. 


anyone  traveling  to  Third 
World  countries,  South  and 
Central  America,  or  anyplace 
where  you  can  be  exposed  to 
so-called  exotic  diseases. 
Many  of  the  clinic  doctors  are 
members  of  the  American  So- 
ciety of  Tropical  Medicine  & 
Hygiene,  which  sponsors  pro- 
fessional seminars  and  pro- 
vides up-to-date  information 
to  physicians. 

After  my  first  visit  to  the 
Yale  facility,  I  went  home 
with  two  sore  arms — one 
from  yellow-fever  and  diph- 
theria-tetanus shots  and  the 
other  from  a  cholera  vaccine. 


(I'll  get  a  meningococcal  one 
on  a  second  visit.)  I  also  re- 
ceived an  oral  polio  booster, 
along  with  a  folder  of  general 
information  on  travelers'  ail- 
ments and  a  State  Dept.  up- 
date on  conditions  in  Uganda. 
Plus,  I  picked  up  a  portable 
water  purifier  for  $49.95,  a 
handful  of  prescriptions,  and 
a  head  full  of  advice  from  the 
clinic's  co-director,  Dr.  Frank 
J.  Bia. 

BAD  BITES.  In  addition  to  the 
obvious,  such  as  trying  to 
avoid  getting  a  blood  transfu- 
sion in  Uganda — or  Kenya  or 
Egypt,  also  on  my  itinerary — 
I  got  a  minilecture  on  malaria. 

The  potentially  fatal  dis- 
ease is  on  the  rise  again  be- 
cause of  a  worldwide  ban  on 
certain  environmentally  haz- 
ardous insecticides.  There's 
no  vaccine  for  malaria,  but 
medications  help  prevent  it. 
Chloroquine  was  used  for 
years,  but  many  malaria  para- 
sites are  now  resistant  to  it, 
so  I  got  a  prescription  for  Me- 
floquine, a  newer  medication. 
To  avoid  mosquito  bites  in  the 
first  place,  Bria  suggested 
that  I  wear  long-sleeved,  dull- 
colored  shirts  and  use  an  in- 
sect repellent  that  contains  di- 
ethyl-m-toluamide  (DEET)  as  its 
active  ingredient. 

As  for  cholera,  he  told  me 
there's  some  controversy 
about  giving  a  cholera  series, 
since  it's  only  50%  effective. 
But  the  injections  are  re- 
quired for  entry  into  Uganda. 
The  best  preventive  is  careful- 
ly watching  food  and  water 
intake — one  reason  I  bought 


the  water  purifier.  Anoth 
avoiding  diarrhea.  But  in 
I  do  get  it,  I  will  be  ar 
with  prescription  Imodiur 
help  the  gastrointestinal 
and  an  antibiotic  that  kn 
out  a  broad  range  of  bact 
I  was  further  warned  no 
wade  in  fresh  water,  whe 
might  get  the  chronic  par 
ic  disease  schistosomiasis 
merly  known  as  bilharzia 
which  is  released  by  snail 
Sure,  the  potential  for 
ease  is  daunting.  But  I  I 
reminding  myself  that 
ston  Churchill,  after  sedi 
the  mountains  and  lakes- 
Uganda,  called  the  coui 
the  "pearl  of  Africa."  And 
pick  up  an  unwelcome 
along  the  way,  I  know  wl 
I  can  go  for  help  when  I 
home.  Barbara  Cat 


Worth  Noting 

■  TAX  TIP  The  Internal  Ri 
nue  Service  has  ruled 
outplacement  services  can 
taxable  income — if  you  t 
them  instead  of  cash  se 
ance  when  you  leave  a  jol 

■  COLLEGE  AID  The  Ameri 
College  Entrance  Servi 
(800  456-ACES)  offers 
dents  free  information  at 
how  to  select  colleges  and; 
plore  funding  options. 

■  SELF-HELP  The  Health 
source  (501  329-5272),  a 
search  company,  compiles 
ports     on     any     med  ' 
condition.  Cost:  $85  to  $ 
$225  for  lengthy  reports  1 
cancers. 
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PERSONAL  BU:i 


A  promise  to  attend  recitals,  late  meetings  notwitkstandin^. 


A  promise  not  to  skow  up  wken  you're  witk  your  friends  at  tke  mall. 


A  promise  to  keep  it  all  safe  no  matter  w  kat. 


Nolliin,^  hinds  us  one  to  tlie  other  like  a  promise  kept.  NotI  ling'  divides  us  like  a  promise  Ijroken.  y\t  MassMutual 
we  lielieve  in  keeping  our  promises.  Tliat  wav  all  tlie  (amilies  and  businesses  tliat  relv  on  us  can  keej)  tlieirs. 

<«P   

MassMutual 

©  1990  Massachusells  Mulual  Lite  Insurance  Co  Springlield  MA  01111  ^ffe  liclp  VOU  kcCp  VOU  T  pTOmi; 


AND  INFORMATION 
PHONE: 
(312)  337-3090 
OR  WRITE: 


mARKirrm 


ouoir-><coo  vvccr, 
MARKET-PLACE 
100  EAST  OHIOSTREE-' 
SUITE  632 
CHICAGO,  IL6061 1 
FAX:  (312)  337-5633 


Health/Fitness 


Flatten  your 
stomach  with 
NordicTrack . 

N(  >idi(.'l'rac  k 
^  duplicates 
ci()s.s-a>untry 
skiing,  the 
world's 
best  aerobic 
workout.  Its  total- 
body  motion 
burns  more 
calories  than 
ordinar)'  exercisers 
that  f)nly  work  your  legs  —  up 
to  1,100  per  hour.  Plus,  it  raises 
your  metabolism,  so  you  can 
Liurn  more  calories  even  at  rest. 
NordicTrack.  It's  the  safe, 
enjoyable,  efficient  way  to  get 
ricl  of  that  spare  tire  for  good. 

30  day  in-home  trial 

.Models  priced  Ironi         "  to  $1,299 


For  a  FREE  VIDEO 
&  BROCHURE  caU 


1-800-328-5888  ^^Bji 

NordicTrack,  i-il  Jonathan  Blvd.  N. 
Dept  13BI2,  Chaska.  MN  s5318 

Ni-irdKTiaik  rtsfrvcs  (lie  right  roiiunjie  prices 
and  -pc'citk.ilinns  i.",  nhciui  prictr  nnUce 

!■'■>:  N.>rclkTr.Kk  Im       i  .Ml  i  Mmp.irn 


Stereo  Equipment 


The  best  stereo  equip- 
ment in  the  world  is 
handcrafted  in  the  USA 
COUNTERPOINT 
1(800]275-2746 


Executive  BackChair 


Engineered  for 
customized  orthopedic 
support  to  prevent  and 
relieve  back  pain. 

•  f(ir\\  jrd-iilt 
feature 

•Adjustable 

neck  rest 

•  Buill-in  ad|ustablc 
lumbar  support 

7(1  fil  individual  from  52"  up  to  0'6 


BackSaver  CaU  1-800-251-2225 

  l:ix  li  hr-.  l-S(lll-44.V9(i(W 

H.Fiffriv  Ave..  BViE.  Holliston.  .M.\  01746 


 Real  Estate  

SAN  FRANCISCO  BAY 
WATERFRONT  ESTATE 

51,700,000 
Santa  Fe  on  the  Bay:  Brand  new,  Santa 
Fe-style  estate.  Private  70-foot  dock  on 
deep  water  channel  Very  flexible 
finance  options  direct  from  seller 
CalHor  brochure  41 5/ 364-7734. 

Otfice  Supplies/Equipment 


As  low 
$1.42  each 

Call  800-456-6602 


/fMERICXN 
THERMOPl/lSTIC 
COMP/flNY 


622  2nd  Ave,  Pgh,  PA  15219 


IBM  LASER  PRINTER 

TONER  CARTRIDGES 
69  ^  W/  EXCHANGE 

sevD  roufi  awPTY  cartrdoes  to 

UNIVERSAL  DATA  2196  E  APACHE  BLVD  #102-219 
TEMPE.  AZ  ewei    SATSfACTKX  GUARANTEED 
KVOCf  WIL  ACCOMPANY  OUR  RECYCLED  CARTRDGES 


Office  Supplies/Equipment 


America's  Lowest  Priced  '  ]>nifflj;sALi; 
Office  Supplies  Direct  to  You  '~(Spi^^ 


maxelL 


5  1/4" 
Disk, 
DSDD 


#  .VID2U 
*4"^Bux/l0 


Columbian* 


#10  Envelopes, 
24  lb.  White  Wove 
#COI25 

*3''Box/5(X) 


#4003 

*l»«Each 


2Rollsof3750Clear 
PackagingTape  with 
Dispeaser 

#BPnc 

$852 


You  simply  won't  find  lower  prices  on  brand  name  office  supplies  than  at 
Wholesale  Supply  Company.  Over  9.600  different  items,  same  day  shipping, 
and  all  al  prices  you  have  to  see  to  believe.  So  call  now  for  your  free  catalog. 


1-800-962-9162 


Ad  Code  0085 


Financial  Services 


BIG-NAME  STOCKS 
TO  UNLOAD  NOW: 

My  new  Performance 
Ratings  of  all  NYSE 
stocks  show  200  ex- 
tremely  vulnerable 
stocks  (rated  8  or  9) 
-including  some  very 
famous  names- 
which  I  believe  could 
"take  a  bath  "  I'll  rush  M«DTiM7i«cir 
you  the  Performance  MARTIN  ZWEIG 
Ratings  ($45  value)  as  a  bonus  with 
your  subscription  to  The  Zweig  Fore- 
cast. Time  is  crucial. 

Three-Month  Trial  $55. 
One  Year  $265.  Visa  or  MC 
1-800-535-9649  Ext.  9024. 

THE  ZWEIG  FORECAST 

P.O.  Box  2900,  Wantagh,  NY  11793-0926 


Make  Money  in  the 
Stock  Market  with 
Telescan  Analyzer. 


Investtnent  Software  that 
Maximizes  your  Profits! 


Chan  technicals,  access  19  year  database, 
lundamentals.  quotes,  insider  trading,  news 
and  more.  Aftordable  unlimited  use  packages 
available. 

Call  1-800-324-8246 


Building  Systems 


^  .^-rr-  ^-..^  30'x60' 

~  ^  $4,876 

BUILD  IT  YOURSELF  AND  SAVE  MONEY. 
5000  SIZES,  ALL  STEEL,  CALL  TODAY  FOR 
BROCHURE  AND  PRICE  QUOTE. 

HERITAGE  BllLDING  SYSTEMS 
800-643-5555 


Security 


NEW  DOOR  STOP  ALARM 


GREAT  PROTECTION  PLACE  BEHIND  ANY 
DOOR,  IF  DOOR  IS  OPENED.  GIVES  OFF  LOUD 
PULSATING  ALARM  FOR  HOME,  OFFICE  OR 
MOTEL  COMPLETELY  SELF-CONTAINED,  EASY 
TO  CARRi'  AND  TEST,  6  Inches.  WT  lOo!. 
(Runs  on  2  AA  Batteries  NOT  INCLUDED) 
SEND  S14  95  to:  CMS2, 
3395  S.  JONES  BLVD.. 
SUITE  144.  , 
LAS  VEGAS.  'O  „,K 
NV  89102 


Business  Opportunity 


PERSONALIZED  CHILDREN:S  B 


Turn  a  small  investment  into  tha 
profitable  lull  or  part  time  business  u 
have  always  dreamed  about! 

An  excellent  home  operated  i  ■  ■ 
Bool<s  sell  last  in  sloresi  At  tany  - .,  ,■ 
Malls'  Or  mail  order  anywhere  ihe 
people  It's  easy  to  make  $4000  io$ 
per  month  making  and  selling  our  < 
ing  line  ol  personalized  books  (for 
dren  &  grown-ups).  Personalized  : 
lipes  and  stationery  available  aisc 

CALL  TODAY!  (214)  248-9100 

D&K  ENTERPRISES,  INC. 

3216  Commander  Drive,  Suite  1 

Dept.  21 

Carrollton.  Texas  75006 


START  YOUR  OWN 


PRIVATE  POST  Al  CENT 


MAILBOX  MANUFACTURER  has  j 

moilbox  catalog  and  informalior  -. 
Private  °ostal  Centers  and  related  ji 
ness  services.  HIGH  PROFiT  I 


24Hrs 


(800)  323  iW 


t010E.62ndSt  LA 
People  Committed  to  i^'Oii 


SUCCES' 

Master  the  Techniques  d 
Successful  Mortgage  Brok  I 

Over  150  pages  of  current  informatH 
with  Easy  Slep-by-Slep  methods. 
Send  check  of  moneyord_er  of  $159.!  ,j 
Mortgage  Research  Publishei 
4435  Redondo  Beach  Blvd.  #i 
Lawndale,  CA  90260 
or  call  1-800-995-2171  for  FREE  broc 


REPAIR  CRACKED  WINDSHIE 


Earn  $90,000  Yearly  Repair 

-  not  replacing 
Large  Cracks  in  Windshieic] 
CALL  1-800-826-8523 
or  write  The  Glass  Mechanix  I 
5313  Nob  Hill  Rd.  •  Sunrise,  FL  3;| 


I 


Educatlon/lnstructlonl 


FREE  VIDEO  ^ 


EXTERNAL  DEGREE 

BA/BS  MS/MBA  PhD/JD 
j  Credit  tor  work. /life  exp.  •  Accredij 
I  (800)  759-0005  ext.  633  (24hil 

LaSalle  UniversityI 

I  Dept.  63  Mandeville,  LA  70470-4f 


Sales  Promotion/IVIarketl 


Sales  Leads  &  Mailing  Lit 


•  10  Million  U  S  Businesses 

•  78  Million  Consumers/Residen 

•  or  Any  List  You  Need' 
FREE  Catalog  Call  (402|  331-7169  or  wi 

American  Business  Lists 

PO  Box  27347  •  Dept  01-062 
Omaha.  NE  68127  •  FAX  (402)  331-1 


I 


Business  Products 


o£m  or  custom  paper  punches 


ALL  SIZE  BINDERS 

ANY  NUMBER  OF  HOLES 


OFFER  OEM  TO 
YOUR  CUSTOMEFI 


SEMINAR  BINDERS.  TIME  MANAGEMENT,  SOFTWARE  MANUAL 
MANUAL  PUBLISHERS,  LOOSE  LEAF  BINDER  MANUFACTURERS. 

PLASTIC  OR  IVlETAL-1  TO  100  SHEETS. 
FAX  508/651-1 501  ask  for  FRED  WALL 


CUX  PRODUCT 
800-227-2549 


kND  INFORMATION 

MARKET-PLACE 

PHONE; 

100  EAST  OHIO  STREET 

(312)  337-3090 

mum  nlfHmTm^l  Him 

SUITE  632 

OR  WRITE: 

M  If  IflfiflC  f  ■  LrlvC 

CHICAGO,  IL  60611 

FAX:  (312)  337-5633 

Presentation  Equipment 


$72 


nost  advanced  pen  sized 
5r  Pointer              incredible  Low  Price 
INITER   Q  R<.P« 

Don't  Lose  Their  Attention!  55  oak  Court,  Danviiie,  ca  94526 
"       Bright  red  laser  dot  lets  your  audience  focjs  on  tcI510  820-i763  Fax  510-820-8738 
your  topic  and  lets  you  direct  the  presentation  Ideal  for 
seminars,  classrooms  and  all  presentations 


CALL  800-854-6686 


lenswear/Fashion 


rs  WIDE  SHOES 


EEEEEE,  SIZES  5-13 

'dth  for  men  who  need  it. 
It  variety 
ind  quali 
r  FREE 
IG 


t  Selectionof  the  Widest  Shoes  Anywherel 


MCOCK  SHOES,  INC 

.l.SS  P  Hingham.  M  \  02043 


ucation/lnstruction 


LLEGE  DEGREE 

,ORS  •  MASTERS  •  DOCTORATE 

For  Work,  Lite  and  Academic 
Experience  ■  No  Classroom 
Attendance  Required 

Call  (800)  423-3244 

or  send  detailed  resume 
lor  Free  Evaluation 

fic  Western  University 

)  N  Sepulveda  Blvd  ,  Dept  170 
D5  Angeles,  CA  90049  USA 


MBA  Degrees 

h  honne  study  in  Marketing, 
lement,  Human  Resources, 
Care  Adnninistration,  Inter- 
il  Business,  Save  time,  effort 
oney  for  AA,  BBA  &  MBA. 
a  facts  and  see  for  yourself. 
800)  477-2254,  Southern 
nia  University,  202  Fastiion 
W,  Tustin  CA  92680 


Cable  TV 


CATALOG!  1-800-345-8927 
OLD  HAMLIN  OAK  ETC. 

LE  TV  DESCRAMBLERS 


pricesi  •  Compare  Our  Low  Retail 
Jrders  From  Stock  Shipped  Immediately! 
iuaranleed  Warranties  &  Pricesi 
•  All  Major  Credit  Cards 
PACIFIC  CABLE  CO.,  INC. 
leseda,  Dept  860  Reseda,  CA  91335 
log,  orders  &  info  1-800-345-8927 


E  TV  DESCRAMBLERS 

rERTERS,  ACCESSORIES 

rands.  Lowest  Prices.  Best  Service. 
REE  16-page  color  catalog  call 

panTMSOO)  234-1006 


Rare  Coins 


Minimum  order  of  20  coins.  Add 
$5  for  postage.  Each  coin  is  in 
Brilliant  Uncirculated  Condition. 
30  Day  Money  Back  Guarantee. 


1-800-835-0008 


Visa  &  Master  Card  Welcome! 
EASIERNNUVHSMATICSINC 

642  Franklin  Ave.,  Garden  City  N.Y.  1 1530 

N,Y.  residents  add  sales  tax. 


FranclTising 


Exclusive 
Territories ' 

Continental  U.S. 

DUNKIN' 
DONUTS 

1-800-543-5400 

Rated  "#3  lop  franchise  for 
1992"  by  Entrepreneur 
Magazine 

'  Exclusivity  IS  limited 
Offer  made  h\  prospectus  <>nlv 


Newsletters/Publications 


Environmental  Law  News 

ELN  is  a  monthly  newsletter 
for  managers  who  want  to  fol- 
low environmental  legal  devel- 
opments around  the  country.  A 
one  year  subscription  is  $49. 
For  a  sample  Issue,  call  or 
fax:  (708)  256-1270 
.  Environmental  Law  News 
1||         P.O.  Box  146 

Wilmette,  IL  60091-0146 


Corporate  Gifts 


Free  Shirt/Free  Logo 


Bettire  we  custom  embroider  your  logo  on  our  great  quality,  100%  cotton, 
American  Made  polo  shirt,  we'll  give  you  one  to  wear-test,  and  make  up 
your  logo,  tree.  Try  our  shirt,  see  ytiur  logo.  Find  out  for  yourself  why  our 
shirt  with  your  logo  is  better  than  Lacoste  or  Ralph  Lauren,  Minimum 
order  just  12  shirts.  Free  shipping  tor  international  orders.  More  Info.'  Call 

1-800-847-4478      (Fax  1-718-782-4614) 
The  Queensboro  Shirt  Company 
Dept.  BW210,  BON  5th  St.,  Grccnpoint,  NY  11211 


CORPORATE  Apparel,  Luggage  and  Accessories 


^/tti^iCiHai  Sfiecia.l'if  Saitom  ^ tufiiitttedf 

Call  or  write  for  Free  Catalogue. 
•   1-800-648-3699    •   Fax  (216)  847-6760 


'ssories 

¥    {>    \  \ 

M  VNIIKACTUKINC; 

5199  Mahoning  Ave  , 
Suite  E,  Warren, 
OH  44483 


G)RPORATE 


(150  pc.  minimum) 
Gain  recognition  from 
neckties  customized 
w/ith  company  logo. 

Free  literature  upon  request. 


Barnard-Maine  LTD. 

P.O.  Box  275 
Castine,  ME  04421 
Outside  ME  TEL:  207-326-9179 

800  962-1526  FAX:  207-326-9080 


Corporate  Gift  Collections 

Quality  executive  gifts  from 
Sea&Land  Products 

Solid  Bronze  Sculptures  Irom  $135  00  lo  $14,000  00 


iPM  CRAFTSMAN 

Hand  Cast  Metal  Giltware  Irom  $12  95  to  $179  95 


ifTs, 


Sculptures  in  Glass 
Irom  $49  95  to  $595  00 


Limited  Edition 
Lighthouses  Irom 
$69  95  to  $69  95 


Call  lor  Inlormation  and  Brochures 

1-800-253-3152 
SEA&LAND  PRODUCTS 

20  Industrial  Park  Road,  Hingtiam,  MA  02043 


Travel/Golf 


FAIRWAYS 

oftheWORLD 


GOLF  HOLIDAY  SPECIAUST 

USA,  Caribbean,  Europe, 
Florida,  Golf  Cruise 

305-566-4994 


"60  NUTS 
WITH  US!" 


Fresh 

NEW  CROP  PECANS  - 
a  gift  for  every  person  on  your  list.  Packed 
in  unique  gift  containers  - 
shipping  euid  gift  card  included. 
For  Free  Catalog  call  1-800-4PECANS. 

Xfc^  ^  0  Bo- iiM  •  SlecfierMlle  Tk  7Wijl 


IMAGE 
BUILDERS 


PROMOTE  YOUR  BUSINESS! 

EVERYDA  YLOW  PRICES  ON. . . 


"  IW.U  h  Po)? 


IMPRINTED  SOLAR 
CALCULATORS 
AS  LOW  AS 

$2.69 


IMPRINTED 
COFFEE 
MUGS  AS 
LOW  AS 

$1.29 


EMBROIDERED 
— ^Vi'^^T--^  CAPS  AS 

^  LOW  AS 

$3.99 


CALL  FOR  FREE  CATALOG 

1-800-792-2277 

FAX  1-510-786-1111 
THE  CORPORATE  CHOICE 


AND  INFORMATION 
PHONE: 
(312)337-3090 
OR  WRITE: 


mARKETrm 


MARKETPLACE 
100  EAST  OHIOSTREE", 
SUITE  632 
CHICAGO,  IL6061 1 
FAX:  (312)  337-5633 


tt 


Computers 


FORCE  486/50 


PACKARD  BELL  SS 

America  grew  up  tistening  to  us.  //  s^^7/  does. 


4MB  of  RAM,  210  MB  hard  drive, 
3  1/2"  1.44MB  &  5  1/4  1.2  MB 
floppy  drives,  VGA  (1024x768 
video  controller),  2400  baud 
internal  modem,  101  keyboard  & 
mouse  are  included.  Comes  with 
Windows,  Lotus  123,  Lotus 
Write,  Lotus  Smartpics  Clip  Art 
for  Windows  and  PRODIGY 
already  installed. 
1  Yr  ON-SITE  $ ^  ^  * 

Service  I  «/0^ 

Warranty      «  Monitor  not  mrluded 

sf^x  QtWimr  COHPOTER 
\%Jj  COMPONENTS  s» 


1-800-899-1888 


Office  Automation 


GET  THE  INTEGRATED 
PC-BASED  BAR  CODE 
TRACKING  SYSTEM 
AT  THESE  NUMBERS: 

UNDER  $10^00. 
1-800-733-5769. 

KROY  l\ 

^^TrackStar 

Kroy,  Inc.  Box  12279 
Scottsdale.AZ  85267-9987 
or  FAX  602-951-7033 


3683T 


IVIenswear/Fasfiion 


The  best  underwear  anywhere. 

J3[  Boxers,  bnels  and  undershirts. 
Vi\  Finest  qualin,'.  lOO^/cconon 
,yi,  lahncsmcU.ng  Sea  Island 
i  Cotton,  Not  sold  in  stores. 
* '  Knr  exclusive  catalog" 

GRKEN  PCIND 
COMPANY 


Books/Videos 


BUSINESS 
PLAN 


PowerPlan  is  a  remarkable  3  vol  work- 
book set  to  do  your  solid  business  plan 
No-nonsense  instructions,  questions,  & 
sample.  Get  a  head  start  on  success. 
Money  back  guar.  S69.95  -hSh 
800-858-1881 

Education/Instruction 

RESEARCH  RB>ORTS_ 

19,850  academic  topics  availablei 
Send  $2  00  lor  the  290-page  catalog 
Custom-written  reports  also  available 
RESEARCH  ASSISTANCE 
11332  Idaho  Ave  ,  #206BF, 
Los  Angeles,  CA  90025 
Toll  Free  Hotline:  800-351-0222 
(Calitornia:31 0-477-8226) 


Business  Services 


INCORPORATE  IN  ANY 
STATE  BY  PHONE 


$99 


plus 

state  fees 


Call  toll  free  today:  (800)  877-4224 
CORPORATE  AGENTS.  INC. 


REAL  ESTATE  ACQUISITIONS 


National  Company  expanding  again  Will 
interview  person  to  buy  properties  in  your 
local  area  using  our  mettxxJs  with  finarx;ing 
assistance.  No  license  or  experience  is 
required,  F/T  P/T  You  supply  local 
contacts,  we  supply  the  backup  support, 
$10-20,000  start-up  capital  required, 
1-800-229-2669 


Classified  Advertise! 


IT  PAYS  TO  ADVERTIE 
IN  THE  BUSINESS  WEK 
MARKET-PLACE 


The  Business  Week  Ma 
Place  Section  is  a  specia 
vertising  feature  appearii 
the  first  issue  of  each  mc 
The  Market-Place  provide 
ideal  'showcase'  for  adv( 
ers  who  have  products  or 
vices  that  appeal  to  Busii 
Week's  more  than  6.8  mi 
responsive  readers. 


For  rates  and  informati 
write: 

BUSINESS  WEEK 
MARKET-PLACE 
100  East  Ohio  St.,  Suite 
Chicago,  IL  60611 
or  call  (312)  337-309( 
or  FAX  (312)  337-563 


EXCLUSIVE  MOUNTAIN  RANGE 

ike  new,  lots  of  details,  nv  vu's, 
original  landscaping,  a  must-see, 
willing  to  negotiate. 


David Muench  \99 


NATlHEc^ 

Prime  Real  Estate.  Por  years,  The  Nature  Conservancy  has  purcha.sed  large  tracts  of 
it  so  that  endangered  species  can  flourish  there.  Now,  as  partners  in  the  public  television 
series  Nature,  we're  helping  provide  another  place  where  wildlife  can  flourish. To  learn        Nature  appears  Sundays 
more  about  these  and  all  of  our  activities,  call  1-800-628-6860. 


3x  to  Companies 

IX  gives  the  starting  page  far  a  story  or  fea- 
I  a  significant  reference  to  a  company.  Most 
'ies  are  indexed  under  their  own  names, 
ies  listed  only  in  tables  are  not  included. 


Need  to  know  the  latest  each  week 
on  what's  really  happening? 

TAP  THE  SOURCE! 


m  RFG/RL 
*  ReseARCH 
RGPORT 


Crystal  River  Engineering  96,104 

cfo  Devices  42 

Cypress  Semiconductor  42 

,e  42,  52,  109 

D 

6 

D'Arcy  Masius  Benton  & 
Bowles  88 

jnd  52 

Dotoquest  107 

2 

Dean  Foods  48 

nes  56 

Dean  Witter  Finonciol  Services  62 

ress  118 

Dean  Witter  Reynolds  118 

rnationol  Rent  A 
4 

Delta  Airlines  56 
Del  Webb  122 
Detroit  Diesel  66 

jris  88 

Deutsche  Aerospoce  109 

37 

Deutsche  Bank  34 

,  104 

Digital  Equipment  96 

^Aanagement  122 

Dollar  Rent-A-Cor  Systems  85 

national  92 

Donoldson  Lufkin  &  Jenrette 

134 

Dow  Jones  124 

92 

Dresdner  Bank  34 

en  Consulting  96 

Dun  &  Brodstreet  61 

operties  57 

Du  Pont  46 

i.  130,  134,  150 

E 

sciences  107 

Eastman  Kodak  122 

104 

Elsevier  37,61 

Engineering  Animation  104 

ENI  34,37 

E  nst  &  Young  92 

Siddle  44 

Lambert  92 

Exos  96 

140 

E 

r 

ca  140 

n  140 

Fake  Space  Labs  96,104 
Fast  Motor  Service  120 

York  92 

Ferguson  Partners  1 16 

:nce  34 

Flat  34 

uez  92 

First  Boston  48 

First  Chicogo  116,140 

Fleet  Financial  Group  1 16 

37 

24 

Food  Lion  48,52 

rord  J/,oo,o3 
Fu|ita  96 
Fujitsu  96 

,104 

Furmon  Selz  130 

mcnts  52 

G 

GE  42 

General  Dynamics  ol,loy 

General  Mills  48 

s  52,56 

Gentz  Industries  66 
GM  52,66,85 

V  Car  85 

Goldman  Sachs  130 
Goldstar  107 

p  48 

Gordon  Jewelry  44 

tion  107 

Gront  Street  National  Bank 

116 

ttan  34,92,140 

Green  Street  Advisors  1 16 

k  30 

Greenleaf  Medical  Systems 
Gfiggs  &  Sontow  30 

138 

61 

GTE  124 

>6 

H 

tionol  140 

Health  Resource  142 
Heinz  48 
Hertz  85 

c  120 
8 

Hewlett-Packard  42,104 
HGO  120 

ker  62 

Honda  52 

k  34,38 

Hyundai  107 
1 

iriines  56 

IBM  96,104 

aking  48 

ICI  57 

state  Advisors  116 

Illusion  Engineering  96 

nancial  140 

Imperial  Chemical  Industries 

37 

pers  124 

Intel  96,104 

Iran  A.r  30,42 
Irving  Trust  92 
J 


J  P  Morgan  116 
JM8  Realty  116 
Jones  Long  Wootten  1 16 

K 


Kellogg  48 

Kemper  Finonciol  Services  122 

Kemper  Total  Return  122 

KLM  Royal  Dutch  Airlines  56 

Kmart  62 

Koch  Industries  92 

Kraft  General  Foods  48 


Ladbroke  Group  26 
Londouer  Associates  116 
Liberty  Mutual  Insurance  120 
Lufthansa  56 

M 


Major  League  Baseball  22 

MosterCord  88 

Motra  Marconi  Space  109 

Matsushita  50,104 

Moxus  Systems  Internotionol  96 

MCA  50,104 

McCann-Erickson  New  York  88 

McDonnell  Douglas  109 

McGraw-Hill  32 

MCI  124,130,134 

McKinsey  37,  62 

Mellon  Bonk  116 

Merrill  Lynch  116 

MIM  Stock  Appreciation  Fund  122 

MITRE  96 

MMS  International  32 
Montgomery  Securities  62 
Moody's  Investors  Service  118 
Motorola  37 


Nationol  Basketball  Assn.  22 
Notional  Cor  Rental  System  85 
Nationol  Surety  120 
NationsBank  116,140 
New  York  City  Coble  Group  50 
New  York  Yankees  22 
Nintendo  96 
Northrop  96,109 
Northwest  Airlines  52,56 
Nynex  124,134 

o 


Old  Kent  Finonciol  140 
Olive  Garden  48 
Olsten  120 
Oppenheimer  44 
P 


Pacific  Bell  124,130,134 
Pacific  Telesis  124,130,134 
PacTel  Cellular  124 
Paramount  Communicotions  50 
Paul  Kogan  Associates  50 
Peoples  Jewellers  44 
PepsiCo  48 
Phibro  Energy  92 
Philip  Morris  48 
Philips  Electronics  37 
Polaroid  122 
Prentice/Holl  57 
Price  Woterhouse  116 
Primerico  118 
Procter  &  Gamble  37,50 
Prudentiol  Securities  48,62,112 

Q 


Qontos  Airways  52 
Quaker  Oats  48 


Rogen  MacKenzie  42 
Ralston  Purina  48 
Rand  61 

Real  Estate  Reseorch  116 

Red  Lobster  48 

Reed  International  37,61 

Rolls  Royce  42 

Rouse  122 

Rover  109 

S-G-  Warburg  Securities  61 
Safeguard  Alcohol  Analyzers  52 


Salomon  92 
Salomon  Brothers  140 
Somsung  107 
Saro  Lee  48 
Sci-Fi  Channel  50 
Sears  Roebuck  62 
Senses  96,104 
Sharp  96 

Showmut  Notional  116 

Shearson  Lehman  62 

Sbeorson  Lehman  Brothers  92,109 

Signet  Bonking  140 

Silicon  Graphics  96,104 

Simgrophics  Engineering  96 

Singapore  Airlines  52 

Skopbonk  92 

Snoppy  Cor  Rental  85 

Sony  104 

Southwestern  Bell  124,134 
Spencer  Stuart  52 
Sprint  130 

SPS  Tronsoction  Services  62 
SRI  International  96,104 
Stondord  &  Poor  48 
Starwood  Capitol  Partners  1 16 
SlereoCad  104 
Sun  96 

Swarovski  International 

Holdings  44 
Swiss  Bonk  92 


Toiwon  Aerospace  109 
Tele-Communications  50,124 
Television  Broodcosts  57 
Telefonos  de  Mexico  124 
Thrifty  85 

Thrifty  Rent-A  Car  System  85 
Time  Warner  50,61 
Toronto  Blue  Jays  22 
Toshiba  107 
Travelers  118 

Trust  Company  of  the  West  1  16 
Turner  Broadcasting  System  SO 


UBS  Phillips  &  Drew 
Unilever  37 
United  Airlines  56 
Upiohn  138 
UPS  88 
USAir  56 
USA  Network  50 
USA  Petroleum  92 
U  S  West  124 

V 


Victory  Group  92 

Virtuol  Vision  96 

Virtual  World  Entertainment  96 

Virtus  104 

VPL  Research  96,104 

w 


Wochovio  140 
WoinwnghtlH  C  I  26 
Wol  Mart  22,62 
Waste  Monogement  112 
Weir  Group  37 
Wells  Forgo  116 
Whirlpool  37 
WorlDesign  96,104 
Wrigley  50 
Z 


Zaies  44 


For  hirther  information  and  a  FREE  SAMPLE, 
please  call  or  send  coupon  to 
U.S.  Office,  Radio  Free  Europe/Radio  Liberty 
Research  Institute 

1201  Connecticut  Avenue,  N.W.  / 
Suite  410,  Washington,  DC  20036 
Fax:(202)457-6992 
TtL:  (202)  457-6907 


Yes,  I  would  like  to  know  more  about  the 
RFE  RL  Research  Report  and  receive  a 
free  sample. 

Name 
Address 


Tel 


Fax 


Gomshare  introduces  an  integrated  suite  of  software  products  to  help 
managers  tracl<,  analyze  and  report  profitability  and  performance 
in  complex  enterprises  with  multiple: 

•  Product  lines  •  Distribution  channels 

•  Market  segments  •  Strategic  business  units 


The  [\vn  Comimmder 
Delivermg  Managerial  Applications  Today 


Profit  Management 

Produce  iind  iinaKzc 
inlornKilioii  in  llic  critical 
(limciisioiis  lhat  allow 
complex  allocalions  lo 
reveal  true  profit  trends 
and  new  opi)()rtnnities. 


Budgeting 

Increase  the  speed  ol 
hiidjiet  d('\elo|)Mient  and 
revision  while  allow in^; 
|)lanninii  in  dimensions 
beyond  those  ol  tradi- 
tional linaneial  reporting 
re(|nirements. 


p 

rofit  and 

Performance 

Management 

1 

! 

inancial 
Reporting 

Comes  of  Age 

M 

anagement- 

Based 

Budgeting 

F 

I 
i 
i 

rom  EIS 
to  MSS 

—- 

Statutory  and 
Management  Reporting 

Reduce  the  time  and  costs 
associated  w  ith  closing  and 
consolidating  I'inancials 
Irom  multii)le  distributed 
business  units  with  dilTer- 
ent  accounling  systems. 

Executive  Information 
Systems 

Kllectively  measure  and 
communicate  the  status  of 
critical  success  factoids  for 
a  broad  base  of  managers: 
automatically  monitor  key 
com|)eliti\('.  customer  and 
supplier  information. 


I'oi'  ii  ('<>|)>  ol  it  uhlle  |)a|)ei  iilxiiil 
OIK-  01'  more  ol  lliese  ii|>|»lit  ill  ions 
*  all  (  III  is  Kt'lh: 


CX)MSI-IARE 

Specializing  in  Managerial  Applications 

800-922-7979 


ill  MirliiK.III:  .i  I  :!-<l<M-4)t<l(l 
III  CiliKKl.l:  itOO-.~>4l-l7itO 


Or  rlrdi-  llie  while  |>ii|)«M  >oii 
»iiiit  and  lax  this  ad  willi  >oiir 
hiisiiiess  (ard  lo: 


313-769-6943 


fj  Ciinish.iiT  lii(  iir|iiii.ili-il  C  .jiiilci  is  ,i  li .iili-iii.ii  k  .mil  i:iiiiis|i,iri-  is  ,i  n-Kisli-iril  lr;iili-iii.iik  iil  Ciimsliarc,  liic  iirpiirMlcil   IIW  I(I.>!I2 
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)ean  currency  imbroglio 
I  to  roil  the  financial  mar- 
ad,  and  fears  of  renewed 
n  the  U.S.  hurt  stock  and 
es.  On  Sept.  22,  the 
e  Dept.  reported  a  high- 
:pected  increase  in  hous- 
That  rekindled  inflation 
DHS,  and  the  Dow  Jones 
average  fell  40  points, 
o  declined.  The  currency 
European  stock  markets. 
It  spot;  A  cut  in  the  Bonk 
d's  lending  rate  sent 
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STOCKS 


BONDS 


Sept.      Mar.      Sept.     Sept.  17-23                  Sept.      Mar      Sept.     Sept.  17-23 
430|  —     I   430      15001   i   1500  100 


52-week  change 
+  7.9% 


_  41744 


1  -week  change 
-0.6% 


52  week  chonge 
+  5.2% 


1  -week  change 
-1.6% 


THE  DOLLAR 

Sept      Mar      Sept     Sept.  16-23 


52-week  change 
-2.8". 


1-week  change 

-0.5% 


KIT  ANALYSIS 


%  change 


>CKS 

latest 

Week 

52-week 

FUNDAMENTALS 

latest 

Week  ago 

Year  ago 

ES  INDUSTRIALS 

3278.7 

-1.2 

8.5 

90-DAY  TREASURY  BILL  YIELD 

2.98% 

2.95% 

5.31% 

ANIES  (Russell  1000) 

221.1 

-0.7 

8.6 

30-YEAR  TREASURY  BOND  YIELD 

7.49% 

7.33% 

7.90% 

MPANIES  (Russell  2000) 

192.2 

-03 

7.4 

S&P  SOO  DIVIDEND  YIELD 

2.95% 

2.93% 

3.1% 

ANIES  (Russell  3000) 

235.0 

-06 

8  5 

S&P  SOO  PRICE/EARNINGS  RATIO 

24.5 

24  7 

19  8 

Latest 

%  change  (local  currency) 

TECHNICAL  INDICATORS 

latest 

Week  ago 

Reading 

1  STOCKS 

week 

32-weeK 

S&P  500  26-week  moving  average 

413.3 

412.9 

Positive 

FINANCIAL  TIMES  100) 

2580  5 

8  5 

-0.7 

Stocks  above  26-week  moving  average 

45.0% 

47.4% 

Neutral 

IKKEI  INDEX) 

18,282  7 

1.9 

-22  5 

Speculative  sentiment;  Put/call  ratio 

0.49 

0.39 

Positive 

(TSE  COMPOSITE) 

3404.4 

-1.4 

0.4 

Insider  sentiment:  Vickers  sell/buy  ratio 

1.95 

1.74 

Positive 

BRIDGE  INFORMATION  SYSTEMS  INC 


EEK  LEADERS 

%  change 
4-week  52-week 

Strongest  stock  in  group 

% 

4-week 

change 

52-week 

Price 

ACTURED  HOUSING 

17.6 

-2.6 

FLEETWOOD  ENTERPRISES 

20  1 

-5  2 

32  '/s 

D  GAS  DRILLING 

16.5 

12  0 

ROWAN 

25.5 

10  3 

8 

PLORATION  AND  PRODUCTION 

13  8 

-22.7 

ORYX  ENERGY 

18.4 

-24.0 

25  V4 

ITER  SOFTWARE  AND  SERVICES 

13.7 

39.6 

ORACLE  SYSTEMS 

23.7 

86.2 

20  'A 

)NDUCTORS 

12.4 

49.6 

ADVANCED  MICRO  DEVICES 

41.2 

15.7 

12 

EEK  LAGGARDS 

%  change 
4-week  52-week 

Weakest  stock  in  group 

%  change 
4-week  52-week 

Price 

FAl  MANAGEMENT 

-12  5 

-43  5 

NATIONAL  MEDICAL  ENTERPRISES 

-17  7 

-47.2 

1  1  Ve 

;S  AND  LOANS 

-6.4 

-16.9 

H.  F.  AHMANSON 

-12.6 

-24.0 

13  % 

-5.1 

-16  1 

PinSTON 

-5.6 

-23  9 

12  V4 

OMERATES 

-4.9 

1.3 

TELEDYNE 

-10.1 

-12.3 

173/4 

m  TELEPHONE  COMPANIES 

-3.7 

5.8 

BELLSOUTH 

-5.8 

1.0 

50 

UAL  FUNDS 

5 

total  return 

% 

LAGGARDS 

Four-week  total  return 

% 

PANESE  SMALL  COMPANY 
m  EMERGING  GROWTH 
FELL  EMERGING  GROWTH 

15.3 
10.7 
10.4 

LEXINGTON  STRATEGIC  INVESTMENTS 
DFA  UNITED  KINGDOM  SMALL  COMPANY 
GAM  EUROPE 

-15.4 
-10  2 
-8  2 

otal  return 

% 

52-week  total  return 

% 

m 

Y  SELECT  SAVINGS  &  LOAN 
r  STRATEGIES 

51.9 
41.7 
39.7 

LEXINGTON  STRATEGIC  INVESTMENTS 
UNITED  SERVICES  GOLD  SHARES 
SCHIELD  VALUE 

-517 
-38  7 
-31.8 

MORNINGSTARINC. 


4-wee((  total  returr 


I  .  I  Average  fund 
52-week  tola!  return 


TIVE  PORTFOLIOS 


Tiounts 

It  the  present 

$10,000 

one  year  ago 
)ortfolio 

ges  indicate 
^otal  returns 


Hi 


Trea.sury  bonds 
$11,483 

-1.36% 


U.  S.  stocks 
$11,139 

-0.63% 


nil 


Money  market  fund 
$10,339 

+0.06% 


m 

Foreign  stocks 
$9,902 

-0.47% 


DATA  RESOURCES  INC 


Gold 
$9,837 

-^0.29% 


1  this  page  are  as  of  market  close  Wednesdov,  September  23,  1  992,  unless  otherwise  market  close  September  22  Mutual  fund  returns  are  as  of  September  1  8  Relative  portfolios  are  valued  as 
ndustry  groups  mclude  S&P  500  companies  only,  performance  and  sliare  prices  are  as  of        of  September  22  A  more  detailed  explanation  of  lliis  page  is  available  on  request. 
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MAPPIMG  A  NEW  ROUTE 
FOR  EUROPEAN  UNITY 

Be  careful  what  you  wish  for,  goes  the  old  adage,  be- 
cause you  just  might  get  it.  After  two  weeks  of  cur- 
rency turmoil  in  Europe,  if  anyone  should  realize  the 
truth  in  the  adage,  it's  the  leaders  of  the  European  Commu- 
nity (page  34). 

To  achieve  their  dream  of  European  unity,  they  have 
opened  borders  to  free  trade,  permitted  capital  to  flow  unfet- 
tered from  state  to  state,  and  deregulated  financial  mar- 
kets. What  they  didn't  do  was  to  bring  their  economies  into 
sync.  They  thought  they  could  do  that  by  negotiating  a 
treaty  in  the  Dutch  city  of  Maastricht  that  would  have 
created  a  single  European  currency  by  1997.  But  currency 
speculators  on  the  foreign-exchange  market  called  their  bluff. 
For  Jacciues  Delors,  Helmut  Kohl,  Francois  Mitteirand.  John 
Major,  and  other  European  leaders,  it's  back  to  square  one. 
Their  challenge  now:  To  use  the  very  market  forces  that 
doomed  Maastricht  to  rebuild  their  shattered  dream. 

Instead  of  attempting  to  create  a  unified  currency  for 
Europe  l)y  fiat,  the  EC  should  let  the  fittest  members  of 
the  community— Germany,  the  Nethei'lands,  Belgium,  Luxem- 
bourg, and  perhaps  even  France— form  a  solid  nucleus  with  a 
common  currency.  This  inner  circle,  or  A  team,  would  form 
a  zone  of  trancjuility  within  the  EC  best  able  to  take  full  ad- 
vantage of  the  Community's  move  next  year  t(j  barrier-free 
internal  trade.  Those  left  out  would  thus  have  a  powerful  in- 
centive to  qualify  for  the  A  team.  They  wouldn't  be  im- 
pelled to  do  so.  But  if  they  failed  to  shape  up,  investors 
would  flee  and  the  $1.5  trillion-a-day  global  cui-rency  market 
would  inevitably  exert  its  own  swift  discipline. 

If  there  is  one  lesson  to  be  drawn  from  the  currency  tui'- 
moil  of  the  past  few  weeks,  it  is  that  there's  no  iiolitical  gim- 
mick that  can  shield  a  nation  fr'om  the  rigors  of  the  global 
foreign  exchange  market.  That  lesson  shouldn't  be  lost  on  the 
U.  S.  as  well,  because  a  run  on  the  dollar  could  raise  interest 
rates  and  costs,  impede  growth,  and  tori)edo  efforts  to  stim- 
ulate the  torpid  American  economy.  The  logical  corollary  is 
that  unless  Ti'easury  Secretary  Nicholas  F.  Brady  abandons 
his  lienign  neglect  of  the  dollar's  worth,  he  is  playing  with 
the  same  fire  that  scorched  Europe. 


TEND  YOUR  OWN 
BACKYARDS,  BABY  BELLS 

The  ]99()s  should  he  the  decade  that  the  Bnhy  Bells 
discover  the  profit  opportunities  right  in  their  own 
i)ackyards.  Tlie  seven  regional  phone  holding  companies 
have  ventured  far  afield  with  varied  success  since  they  were 
boi'n  of  the  1984  In'eakup  of  American  Telephone  &  Telegraph 
Co.  (page  124).  Overseas,  Baby  Bells  build  cable-television 
systems  in  Britain,  i)ublish  directories  in  Israel,  and  operate 
a  cellular-phone  network  in  Moscow. 

Those  ventures  aren't  follies,  to  be  sure.  By  doing  business 


overseas,  they  are  learning  things  that  are  useful  ba(;k  i  tt 
U.  S.  Delivering  phone  calls  over  the  cable-TV  systems 
they  operate  in  Britain,  for  example,  helps  them  under; 
the  challenge  to  their  telephone  franchises  from  cable-t 
sion  operators  in  the  U.  S. 

Still,  the  Bells  would  be  wise  to  redirect  more  of 
profits  to  where  they  were  generated:  back  home,  in 
places  as  Chicago  and  Atlanta.  Other  countries,  from  Fi 
to  Japan  to  Singapore,  are  way  ahead  of  the  U.  S.  in  cov 
ing  home  and  small-business  phone  lines  from  analog  w 
to  the  digital  signals  of  computers.  If  Americans  who  hs\ 
novative  concepts  for  information  services,  such  as  1 
learning  and  home  banking,  are  keeping  them  on  hol( 
cause  the  network  to  deliver  them  isn't  in  place,  that  1 
American  competitiveness. 

For  phone  companies,  upgrading  networks  isn't  an  a 
charity.  It's  a  smart  business  decision,  because  a  high 
network,  properly  marketed,  could  stimulate  so  much 
tional  traffic  that  the  investment  would  pay  for  itself  i 
times  over.  This  is  one  case  where  looking  homewai 
not  a  retreat  but  an  advance. 


MEMO  TO  ROSS  PEROT: 
MAKE  UP  YOUR  MIND  

Ross  Perot  now  says  he  regrets  having  pulled  oi 
the  Presidential  race.  He  insists  that  he  is  waitinj 
a  signal  frcni  his  supi)orters  to  jump  back  in. 
time  for  the  billionaii-e  populist  to  stop  shilly-shallying, 
and  for  all.  The  country  would  benefit  from  a  clear  yes  o: 
Even  at  this  late  date,  an  active  Perot  candidacy  c 
have  a  healthy  impact  on  the  candor  content  of  the  camp; 
Pei-ot— whose  l)ook  of  austere  policy  prescriptions,  Unitet 
Stand,  is  sitting  atop  the  paperback  bestseller  list— c 
keej)  the  focus  of  the  campaign  on  deficit  reduction,  an  i 
neither  President  Bush  nor  Bill  Clinton  has  seriously 
fronted,  to  put  it  mildly.  Even  though  we  have  plent 
doul)ts  about  the  effect  Perot's  draconian  prescriptions  w 
have  on  the  economy,  those  doubts,  too,  should  l)e  part  o1 
debate.  Perot's  ideas  could  force  politicians  of  what 
stripe  to  do  what  they  hate  to  do:  Make  tough  choices. 

If  he  were  to  say  he  will  not  run,  he  would  lay  to  rest 
possibility— raised  by  Perot  himself— that  his  candidacy  n: 
throw  the  election  into  the  Hcjuse  of  Representatives.  An 
would  clear  the  way  for  the  millions  of  voters  to  whon 
has  some  appeal  to  continue  the  effort  to  force  the  tradi 
al  parties  to  be  more  accountable.  That  includes  many  1. 
nesspeople.  That's  healthy,  as  well. 

But  all  the  hemming  and  hawin.g  about  uncjuitting— 
of— is  intensely  destructive.  Not  only  is  Perot  playing  ' 
the  emotions  of  millions  galvanized  by  his  leadershi])  bu 
also  risks  fuilher  alienating  voters  already  much  too  cyi 
about  politics  and  their  government.  Roger  Ailes,  a  seiiioi 
viser  for  the  Bush  campaign,  has  been  unfairly  asser 
that  Perot  is  merely  pursuing  a  petty  personal  vend 
against  the  President.  But  Ailes  also  has  been  saying  I' 
should  "either  get  in  or  get  out."  You  don't  have  to  be  a  i' 
et  scientist  to  figure  out  that  he's  absolutely  right. 
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A  dental  plan  skould  te  designed 
to  save  more  tlian  teetli. 


a  Dental  1  )rint!~  moiv  smile?  to  more  employers  tlnan  any  oilier  plan.  Not  just  in 
terms  of  luiw  it  affects  employee  morale.  But  in  Kow  it  affects  a  company's  liottom 
line.  LJ  I  nlilce  insmx'rs  vylio  provide  Jental  ctn'erage  as  part  of  a  paclcat^e  ol  Kenefits, 
Delta  Dental  is  tlie  only  major  company  specializing  in  Jental  programs.  W  c  iin  cntcJ 
them.  Ph^ncerct  I  tlicni.  AnJ  PcrlcctcJ  them.  □  Our  unique  tliree-point  system  of  cost 
management  features,  plan  Jesign  flexibility  an  J  10b,tK)0  dental  off  ices  in  the  nation  s 
largest  participatintj  network  enaMed  us,  last  year  alone,  to  saye  om-  tiroups  and  ~ul)- 
scriLers  oyer  S300  tnillion.  □  Its  a  program  only  Delta  Dental  offers.  Til  at  ?  wliv  we 
now  coyer  more  tlian  .2.2  million  people  in  .28,000  groups  and  pay  more  tlian  S.2  Million 
a  year  for  dental  care,  lo  learn  more  aliout  liow  your  -Jnuip  can  lienefit  from  1  )elta 

Dental  call  1  800  441 3434  ^  Delta  Dental 

America's  Leader  in  Dental  fiealtli  Plans 
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i  4ike  Bowers  will  never  play  for 
.Vx  Argentina.  Hell  never  run  the 
M  for  Germany,  or  Italy,  or  even  Brazil, 
^t  Mike  shares  a  dream  with  boys  his 
;e  from  every  one  of  those  countries, 
nd  that's  to  kick  the  winning  goal  in  the 
/orld  Cup.  That's  some  dream.  Espe- 
ally  for  a  nine-year-old.  But  to  reach  a 
"e-long  goal  takes  practice,  vision  and 
^dication  to  dreams  like  these. 

At  Canon  we  believe  that  a  vision 


takes  to  be  committed  to  a  global  vision. 
You  see,  we  also  have  a  goal.  But  it  has 
nothing  to  do  with  comer  kicks,  headers 
or  scoring. 

For  years.  Canon  has  dedicated  its 
corporate  resources  to  heighten  the 
awareness  of,  and  responsibility  for,  the 
care  and  preservation  of  the  world's  envi- 
ronment. It's  this  dedication  that  has  led 
to  the  development  of  environmentally 
correct  programs  throughout  our  busi- 


It  Starts  with  a  dream. 


m  become  a  reality.  That's  why  we've 
xn  proudly  supporting  young  athletes, 
1  many  fields,  for  WoridCupusm 
ecades.  And  why  ^V#^ 
de  proud  to  be  an 
official  Worldwide  . 
3onsor  of  World  Cup  '94,  when  soccer's 
iggest  event  comes  to  the  U.S.  for  the 
rst  time.  Because  we  know  what  it 


ness  operations.  From  the  development 
of  alternative  clean  energy  sources,  to 
cleaner  manufacturing  processes,  to  a 
cartridge  recycling  program,  it's  a  global 
commitment  to  help  better  the  environ- 
ment for  all  of  us.  Because  at  Canon,  we 
believe  that  to  make  a  world  of  change 
it  takes  more  than  a  dedication.  It  takes 
a  dream. 
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SMART  BOSS:  INTEL  CEO  ANDREW  GROVE  MADE  A  WINNING  BET  WHEN  HE  FOCUSED  THE  COMPANY  ON  MAKING  MICROPROCESSORS  FOR  PCs 


The  Corporate  Elite 

108  PORTRAIT  OF  THE  BOSS 

Wild's  ill  cliar.ue,  what  lliev  make, 
and  just  about  anything'  else  you 
want  to  know  al)out  l!)92's  Cf:(  )s 

110  THE  CAN-DO  CEOs 

In  these  toujili  limes,  some  top 
managers  still  find  ways  to  keep 
their  companies  humming — even 
growing.  Among  their  strategies: 
Concentrating  on  core  businesses, 
finding  new  uses  for  old  assets, 
and  smarter  marketing 

118  CHANGING  OF  THE  GUARD 

-Meet  tlie  freslimaii  class  of  'U'J. 


Top  of  the  News 


28   SMALLER  BUT  WISER  NOW 

Sears  lops  off  its  financial 
acquisitions  so  it  can  tend  the  store 


30  COMMENTARY 

I'eri.)t's  economic 
be  all  that  bitter 


might  not 


31  REVENGE  OF  THE  VOTERS 

Tins  year's  i'a\  iinte  state  ballot 
iniliati\-e'.'  Term  limits  fur  puliticians 

32  DOWN  FROM  THE  IVORY  TOWER 

Washington  wants  to  redirect  basic 
research  toward  practical  ends 

33  EXODUS  AT  THE  POST  OFFICE 

Postal  employees  are  getting  in 
line — for  early  retirement 

34  A  NASTY  OCTOBER  SURPRISE 

After  ujibeat  earnings  predictions, 
investors  may  he  in  for  a  letdown 

36  WAL-MART  VS.  THE  LITTLE  GUYS 

Three  druggists  take  it  to  court 

38  THE  PUCK  STOPS  HERE 

i:si'.\  pays  tup  dollar  for  N  HL  games 

40  IN  BUSINESS  THIS  WEEK 

A  shrinking  IBM,  KinderCare,  cold 
fusion,  a  two-headed  presidency, 
Macy's,  Chevron  and  Pennzoil 

International  Business 

48  EUROPE 

France  and  Germany:  A  partnership 
of  une(|uals 


49  JAPAN 

Thanks  to  offshore  production, 
exporters  are  insulated 
from  the  big,  bad  yen 

50  EUROPE 

Dropping  sales  and  expansion  costE 
put  a  brake  on  carmakers'  profits 

55  CANADA 

If  yuel)ec  votes  against  unity  on 
Oct.  26,  dismantling  w  ill  begin 

56  INTERNATIONAL  OUTLOOK 

111  any  language,  they're  learning  t( 
say  'Clinton' 

Economic  Analysis 

20  ECONOMIC  VIEWPOINT 

Meeker:  Mush's  pilan  for  school 
reform  is  on  target 

24  ECONOMIC  TRENDS 

Air  travel's  travails,  credit  unions' 
advantages,  business  failures,  the 
economy  and  the  election 

25  BUSINESS  OUTLOOK 

Consumers  are  bloo(hed — but 
they're  still  buying 
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iOMETIMES  A  GREAT  NOTION  FLOPS: 
I  CASH-STRAPPED  SEARS  SPINS  OFF 
TS  FINANCIAL  SERVICES— AND  ENDS 
TS  DECADE-OLD  DREAM  OF  BEING  THE 
GREAT  AMERICAN  COMPANY' 


62    A  BLIP  ON  REUTERS' SCREEN: 
ITS  COMPUTER  SYSTEMS  STILL 
DOMINATE  IN  CURRENCY  TRADING, 
BUT  SOME  LOWER-COST  RIVALS  ARE 
STARTING  TO  GAIN 


1 48    ACCOUNTING  QUESTIONS  AT  TEREX: 
ITS  STOCK  IS  FALLING,  AND  A 
BUSINESS  WEEK  PROBE  SHOWS  THAT 
ITS  PAST  SUCCESS  MAY  HAVE  BEEN 
MOSTLY  SLEIGHT  OF  HAND 


jrovernmert 

WASHINGTON  OUTLOOK 

democrats  are  bushwhacking  the 
^resident  on  Capitol  Hill 

10W  TO  PAY  FOR  COLLEGE? 

rwo  aid  plans  are  gaining:  National 
;ervice  and  direct  loans  to  students 

Media 

tEUTERS'  TROUBLING  NEWS 

iigh  costs,  floundering  products, 
ind  key  customers  in  retrenchment 

Marketing 

MOTOWN  GOES  THE  EXTRA  MILE 

.{ the  Big  Three  can  beat  Japan  in 
[California,  they  can  beat  it  anywhere 

rOYOTA'S  HOME  VIDEOS 

\n  experiment  in  amateur  ads 

Sports  Business 

TAKE  ME  OUT  TO  THE  VALLEY'? 

jleorge  Shinn  may  keep  baseball's 
aiants  in  the  Bay  Area — somewhere 

The  Arts  Business 

CHEN,  WANG,  WYETH,  WARHOL 

'\ffluent  Asians  cultivate  a  taste  for 
:;ontemporary  paintings 

The  Corporation 

WINGING  IT  AT  EL  AL 

fhe  airline  has  it  tough,  but  it's 
clearing  its  hurdles  handily 


Finance 

148  A  TIGHTER  FOCUS  ON  TEREX 

Were  years  of  rosy  profits 
artificially  colored? 

ISO  TIES  TO  SADDAM,  TOO? 

Terex  faces  an(jther  probe 

1  52  MUTUAL  FUNDS  FIND  THEIR  LEGS 

Eijuity  funds  ai'e  rebounding  slightly 
after  a  miserable  first  half 

154  INSIDE  WALL  STREET 

A  strong  thread  for  a  textile  maker 
Overheated  at  Lone  Star? 
A  remodeled  Horn  &  Hardart 

177   INVESTMENT  FIGURES  OF  THE  WEEK 
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>63   CANCER'S  INJECTION  OF  HOPE? 

DR.  BERND  GANSBACHER  AND  OTHER 
RESEARCHERS  ARE  DEVELOPING 
'VACCINES'  TO  BOOST  THE  IMMUNE 
SYSTEM'S  FIGHT  AGAINST  TUMORS 


Information  Processing 

156  MICROSOFT'S  NEW  TARGET 

Now,  the  software  giant  wants  to 
lead  in  network  jirograms 

160  DEC:  CHANGING  THE  COMMANDS 

CEO  Palmer's  cutback-driven 
overhaul  looks  good — for  now 

Science  &  Technology 

163  A  CANCER 'VACCINE'? 

Boosted  by  biotech,  researchers  are 
closing  in  on  a  treatment  for  tumors 

1 69  DEVELOPMENTS  TO  WATCH 

Malai'ia  cure,  suj^er  popgun,  cancer 
fighter,  computers,  wrapped  roofs 

Personal  Business 

1 70  INVESTING:  Election-year  bets 
ELECTRONICS:  Cordless  phones 
SMART  MONEY:  IPO  bargains 

TRAVEL:  Beating  fear  of  flying 

Features 

6  BUSINESS  WEEK  INDEX 

7  READERS  REPORT 

14  BOOKS 

Wriston;  The  Twilio-ht  of 
Sovereignty 

Gilder:  Life  After  Television 
175   INDEX  TO  COMPANIES 

178  EDITORIALS 

Stop  dancing  around  the  deficit 
Build  more  bridges  to  basic  science 
How  businesses  can  still  excel 
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PRODUCTION 

Change  from  lost  week  0.4% 
Change  from  last  yeor   I  4% 


1967^100  (four-week  moving  overage) 


LEADING 

Change  from  lost  week:  0.2% 
Change  from  last  year:  3.6% 


Sept.  19 
182.6 


Sept  12 
181  8r 


Sept.  l4 
215.2 


205 


200 


Sept,  12 
214.8  ; 


SepI 


The  produ<Hon  index  rose  during  the  week  ended  Sept  19  On  a  seasonolly 
adjusted  basis,  productron  of  autos,  trucks,  steel,  coal,  electric  power,  and  lumber 
plus  rail-freight  traffic  all  climbed  Crude-oil  refining,  paperboard,  and  paper  output 
were  unchanged  from  the  previous  week.  Before  calculation  of  the  four-week  moving 
overage,  the  index  increased  to  184.5,  from  180  8  reflecting,  in  part,  a  bounce-back 
from  plant  closings  for  a  late  Labor  Day  holiday 

BW  production  index  copyright  1  992  by  McGraw-Hill  Inc 


The   leading   index  increased  during  the  week  ended  Sept    19    Sharply  h|| 
stock  prices  and  improvement  in  the  growth  rate  of  M2  signaled  some  pickup 
ture  economic  growth    However,  higher  bond  yields,  slower  growth  rates  for 
ols  prices  and  real  estate  loans,  and  a  small  rise  in  the  number  of  business  fajj 
suggested  that  growth  remains  sluggish,  Before  calculation  of  the  four-week  m<J 
overage,  the  index  dropped  to  215.3,  from  215  5  in  the  previous  week. 

Leading  index  copyright  1 992  by  Cenler  for  Internationa!  Business  Cycle  Research 


PRODUCTION  INDICATORS 
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Latest 
week 

Week 
ago 

%  Change 
year  ago 

STEEL  (9/26)  thous  of  net  tons 

1,683 

1,672# 

-0.8 

AUTOS  (9/26]  units 

124,414 

109,137r# 

-2  3 

TRUCKS  (9/261  units 

88,408 

80,039r# 

5.7 

ELECTRIC  POWER  (9/26)  millions  of  kilowott-hours 

58,316 

60,571  # 

8  3 

CRUDE-OIL  REFINING  (9/26)  tfious,  of  bbl /day 

13,729 

13,739# 

1.6 

COAL  (9/19)tfious.  ofnettons 

19,596# 

17,827 

-3.0 

PAPERBOARD  (9/19)tflous  oftons 

784  2# 

792  8r 

-1.0 

PAPER  (9/19|tfious  oftons 

764, 0# 

765  Or 

-0.8 

LUMBER  (9/19)  millions  of  ft. 

484.0* 

398.6 

-5,5 

RAIL  FREIGHT  (9/19)  billions  oftonmiles 

21.4# 

19.4 

0.0 

Sources:  American  Iron  &  Steel  Institute,  Word's  Automotive  Reports,  Edison  Electric  Institute, 
American  Petroleum  Institute,  Energy  Dept ,  American  Paper  Institute,  WWPA  ,  SFPA',  Association 
of  Americon  Railroods 


latest 
week 

Week 
ago 

Year 
ago 

JAPANESE  YEN  (9/30) 

120 

120 

130 

GERMAN  MARK  (9/30) 

1 ,41 

1  50 

1  66 

BRITISH  POUND  (9/30) 

1.77 

171 

1.75 

FRENCH  FRANC  (9/30) 

4.78 

5  1  1 

5  66 

CANADIAN  DOLLAR  (9/30) 

1.25 

1  24 

1  13 

SWISS  FRANC  (9/30) 

1.23 

131 

1  45 

MEXICAN  PESO  (9/30) 

3,096 

3,091 

3,056 

Sources:  Major  New  York  banks  Currencies  expressed 
pound  expressed  in  dollars 

in  units  per  U  S 

dollar,  exce 

pt  for  Britisfi 

latest 
week 

Week 
ago 

%  Chonge 
year  ago 

GOLD  (9/30)  $/troyoz 

349.000 

348  250 

-2.0 

STEEL  SCRAP  (9/29)  «1  heavy,  S/ton 

87  00 

87  00 

-10.3 

FOODSTUFFS  (9/28)  index,  1967=100 

199.1 

198.7 

-4,9 

COPPER  (9/26)  C/lb. 

1 12.1 

1  1 1.5 

-1.5 

ALUMINUM  (9/26)  c/lb 

58.2 

58  3 

6.0 

WHEAT  (9/26)  #2  fiord,  $/bu 

3.56 

3  55 

7.2 

COTTON  (9/26)  strict  low  middling  1-1/16  in.,  C/lb. 

52  82 

55  98 

-1  1.8 

latest 
week 

Week 
ago 

%  C 
yei 

STOCK  PRICES  (9/25)  S&P500 

419.91 

421.56 

CORPORATE  BOND  YIELD,  Aaa  (9/25) 

7  96% 

7.9  l%r 

INDUSTRIAL  MATERIALS  PRICES  (9/25) 

99.8 

100.1 

BUSINESS  FAILURES  (9/i8) 

389 

380 

— 

REAL  ESTATE  LOANS  (9/i6)  billions 

$397.3 

$398. 2r 

MONEY  SUPPLY,  M2  (9/u)  b.lhons 

$3,414.6 

$3,412. 9r 

INITIAL  CLAIMS,  UNEMPLOYMENT  (9/i2)thous 

414 

399r 

Sources:  Stondord  &  Poor's,  Moodys,  Journal  of  Commerce  {index:  1980=100),  Dun  & 
street  [failures  of  large  companies).  Federal  Reserve  Board,  Labor  Dept  CIBCR  seasonally  < 
data  on  business  failures  and  real  estate  loans 

MONTHiy  ECONOMICINDICAIORS  H 

latest 
month 

Month 
ago 

%  CI 
yee 

NEW  HOME  SALES  (Aug  )  annual  rate,  tfious. 

570 

607 

12  LEADING  INDICATORS  COMPOSITE  (Aug  )  index    1 49  4 

149.7r 

PERSONAL  INCOME  (Aug  )  annual  rote,  billions 

$5,026.9 

$5,050.6r 

ORDERS  FOR  DURABLE  GOODS:  MFG.(Aug  )  billionsSi  1 9  7 

$1  19.8r 

Sources:  Commerce  Dept 

MONEIARY  INDIOirORS 

latest 
week 

Week 
ogo 

%  Cf 
yeci 

MONEY  SUPPLY,  Ml  (9/i4) 

$986  3 

$983.5r 

BANKS'  BUSINESS  LOANS  (9/i6) 

277.1 

274.5r 

FREE  RESERVES  (9/i6) 


815r 


NONFINANCIAL  COMMERCIAL  PAPER  (9/i6) 


143.7 


139.4 


Sources:  Federal  Reserve  Board  (in  billions,  except  for  free  reserves,  v/hich  ore  expressed 
two-week  period  m  millions) 


MONEY  MARKET  RATES 


Latest 
week 


Week 
ago 


FEDERAL  FUNDS  (9/29) 


3.26° 


3.04% 


PRIME  (9/30) 


6.00 


6.00 


COMMERCIAL  PAPER  3-MONTH  (9/29) 


3  26 


3  23 


Sources:  London  Wednesday  final  setting,  Chicago  market,  Commodity  Researcfi  Bureau,  Metals, 
Week,  Kansas  City  market,  Memphis  market 


CERTIFICATES  OF  DEPOSIT  3-MONTH  (9/30) 


3.1  1 


3.19 


EURODOLLAR  3-MONTH  (9/26) 


3  19 


3  05 


Sources:  Federal  Reserve  Board,  First  Boston 


i  ((Raw  data  in  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart),  other  components  (estimated  and  not  listed)  include  machinery  and  defense  equipn 
!      1  =  Western  Wood  Products  Assn      2  =  Southern  Forest  Products  Assn      3  =  Free  market  value     NA  =  Not  available     r=revised     NM  =  Not  meaningful 
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WHO  LOOKS  OUT 
FOR  THE 
UTTLEGUY? 


i  IHE  Repair  and  Maintenance  of  Boatyard  Workers.  |  You  don  t  see  many  of  her  type  anymore. 

I  costly  to  handcraft.  Even  more  costly  to  repair.  In  other  words,  this  is  one  of  the  lucky  ones, 
nstakingly  restored  to  original  condition  by  something  equally  rare;  a  full-service  boatyard  still 
)wledgeable  in  the  old  ways.  ~  This  type  of  dedication  deserves  a  matching  commitment  from  us. 
iser  Permanente. 
ing  small  employers 
same  quality  health 
n  at  the  same  basic  cost 
ger  businesses  get. 
Raiser  Permanente.  By 
ping  others  make  a  rep- 
tion  for  themselves,  we 
Id  our  own.~  Call  us  for 
ails  at  (800)  444-7037. 


0k 


JSER  PERMANEMTE 

Good  People.  Good  Medicine. 


Kaiser  Pennanenle 


6A-CA 
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CLASS  ilCT 


COMPUTOt 
CONp^ 


B  DOES 

r  AFFIRMATiVE 
b  ACTKMI 
K  WORK? 


In  a  year  of 
breaking  business 


news, 


we  never  oroKe 


brok( 


our 


stride. 


YOUNG 
AMERKANS 


TM  WORRIED 
ABOUT  MY 

.JOB! 


McRISKY 


BACK  TO 
SCHOOL 


HNANCMG 

™'90s 


nnn 


£1 


Source:  SMRB  1991  &  Business  Week  estimate  tor  BW  International. 
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LAPTOPS 
TAKEOFF 


'  J 


CEO 
DISEASE 


If 


No  matter  where  news  broke  in  1 991 . 
Whether  it  happened  close  to  home  or  halfway 
around  the  world.  The  best  place  to  read  about 
its  impact  on  a  wide  range  of  industries  was  in 
the  pages  of  Business  Week. 

With  more  than  200  editors  in  25  bureaus,  we 
gave  our  7.3  million  worldwide  readers  global 
coverage  of  all  the  events  that  impacted  their 
businesses-while  the  news  was  still  hot.  And 
we  did  it  with  the  depth  and  tough-mindedness 
that's  made  us  the  most  widely  read  business 
magazine  among  the  world's  top  executives. 
Every  week  of  the  year. 


Businessweek 


PROFIT  BY  IT. 


mtE  CEOs  PAID 
TOO 
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THE  BATTLE 
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A  STRONG 
RECOVERY 

Yes,  it's  possible. 


^11 
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New  FotoMan™-the  portable,  affordable  camera  for  your  computer. 

T*  I    No  more  wasting  time  end  money  having  film  developed!  Pocket-sized  FotoMan  shoots  up  to 
32  pictures  in  a  session,  and  digitizes  them  in  256  shades  of  gray.  With  a  built-in  recharge- 
able battery,  automatic  flash  and  outdoor  filter,  you  can  take  shots  anywhere  -  one  button  operation  and    JP**^  ^ 
infinite  field  of  focus  make  it  easy!  Pop  the  pictures  into  your  PC  via  the  serial  port  (you  don't  need  a  digi- 
tizing  board),  and  use  Windows compatible  FotoTouch™  software  to  crop  backgrounds,  change  sizes,  adjust 
contrast  -  even  create  special  effects.  All  for  just  $799.  For  the  whole  picture  call:  1  800  231  771^  ext.  473. 


Videoconferendng 
at  a  moment's  notice. 


bu  have  a  great  idea.     You  set  your  schedule.      You  present  your  idea. 


fVith  SP  Telecom's  Media  Express  network,  your  next  great  idea  is  only  minutes  away  from  a  videoconference. 
dia  Express  videoconferencing  is  that  easy. 

Jnexpected  meetings  to  discuss  timely  issues  can  be  scheduled  immediately.  This  gives  your  company  an  edge. 

iven  when  you're  not  in  a  hurry,  Media  Express  is  still  the  best  way  to  videoconference.  One  reason  is  our 
-of-a-kind  Automated  Scheduler.  Instead  of  using  an  operator,  you  simply  choose  the  parameters  for  your  conference 
3ugh  a  PC  interface. 

(m  can  schedule  point-to-point  or  multipoint  conferences.  Plus,  at  a  moment's  notice,  you  can  extend  your  video- 
ferences  or  end  them  early,  and  pay  only  for  the  minutes  you  use.  Every  conference  has  complete  password  security. 

I'lus,  with  Media  Express  you'll  get  detailed  call  records  sorted  by  cost  centers  according  to  your  particular  needs. 

jive  your  company  a  competitive  edge  with  a  true  on-demand,  reliable  videocon- 
mcing  network.  Call  today  and  ask  about  Media  Express.  It's  ready  when  you  are.        f  ^7  ^  j 
^00-229-7782.  L  J  ^ Adding  value 

L^M—Jfm  to  your  business 

jear  SL,  7th  Floor,  San  Francisco,  CA  94105  ©1992.  Patent  Pending.  Media  Express  is  a  service  mark  of  SP  Telecom.  is  OUr  buslneSS 

us  at  Telecon  XII,  booth  #604  in  San  Jose,  Oct.  26-28  and  at  CMA,  booth  #4100  in  New  York,  Oct.  20-22." 


One  saves  time.  One  saves  California  J 


You  may  think  tossing  away  paper  products  is  o.k.  because  they're  biodegradable.  Well, 
it's  not.  Our  landfills  are  now  so  conjesteo  nothing-no  matter  how  natural-is  fully  breaking  dow 

You  can  help,  though.  Don't  use  a  paper  towel  once  when  a  cloth  can  be 
used  a  hundred  times.  That  way  while  you  clean  at  home,  you'll  also  be  cleaning 
up  the  environment. 
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THROW  AWAY 

THE  'THROWAWAY'  MONIKER 

Your  article  "The  hottest  thing  since 
the  flashbulb"  (Marketing,  Sept.  7) 
appropriately  reported  the  way  single- 
use  cameras  have  created  new  growth  in 
traditional  photography.  However,  you 
routinely  refer  to  these  popular  gadgets 
as  "disposable"  or  even  "throwaway" 
cameras.  That  is  simply  a  misnomer. 

Oh,  you  can  throw  the  camera  away  if 
you  want  to — as  long  as  you  don't  want 
the  pictures  that  you  took  with  it.  But 
the  strong  incentive  to  have  your  pic- 
tures developed  sets  into  motion  an  ef- 
fective recapture  and  recycling  system. 
Kodak  cameras  are  designed  so  that  con- 
sumers cannot  remove  the  film.  The  en- 
tire camera  must  be  turned  into  the  pho- 
tofinisher.  Kodak  pays  a  premium  to 
photofinishers  to  return  the  cameras  to 
us.  In  turn,  we  recycle  85%  of  each  cam- 
era. Today,  every  Kodak  Fun  Saver 
35mm  camera  sold  contains  a  high  per- 
centage of  plastic  that  has  been  recycled 
from  previous  cameras. 

Ron  Roberts 
Media  Relations  Director 
Eastman  Kodak  Co. 
Rochester,  N.  Y. 

THE  TRUTH 

ABOUT  BIODEGRADABLES  

■ wish  to  correct  any  misunderstanding 
created  by  the  report  on  Imperial 
Chemical  Industries'  BIOPOL  materials  in 
the  U.  S.  ("Plastic  that  disappears  in  the 
dark,"  Developments  to  Watch,  Aug. 
17).  ici  supports  a  balanced  approach  to 
waste  management,  including  waste  re- 
duction, reuse,  and  recycling. 

For  applications  that  cannot  be  recy- 
cled for  technical  or  economic  reasons, 
BIOPOL  plastics — naturally  derived  from 
renewable  feedstocks — can  fit  the  need. 

As  you  mentioned,  the  resin  degrades 
when  it  encounters  common  bacteria 
found  in  soil  and  other  microbially  active 
environments,  which  is  why  I  must  cor- 
rect the  statement  made  about  the  deg- 
radation of  this  material  in  landfills. 

ICI  does  not  make  the  general  claim 
that  BIOPOL  materials  will  degrade  in 
landfills  that  are  not  managed  for  degra- 


dation. Sealed  against  the  outside  envi- 
ronment, unmanaged  landfills  limit  bac- 
terial activity,  allowing  little,  if 
anything,  to  biodegrade. 

iCl's  position  is  that  BIOPOL  materials 
will  safely  fit  any  disposal  method  cur- 
rently in  use:  reuse,  recycling,  compost- 
ing, incineration,  or  landfill.  Whichever 
option  end-users  prefer  or  legislation  re- 
quires, BIOPOL  materials  will  meet  their 
requirements. 

William  D.  Luzier 
Biopolymers  Manager 
ICI  Bio  Products  &  Fine  Chemicals 
Wilmington,  Del. 

SOLAR  ENERGY:  THERE'S 
MORE  THAN  ENOUGH  JUICE 

In  "What  it  takes  for  energy  savings 
to  count"  (Readers  Report,  July  27), 
A.  David  Rossin,  former  Assistant  Ener- 
gy Secretary  for  Nuclear  Energy,  says 
in  part:  "The  maximum  theoretical  con- 
tribution of  solar  energy  can't  exceed 
87f."  This  statement  is  completely  with- 
out a  basis  in  fact. 

The  Energy  Dept.'s  National  Labora- 
tories as  well  as  other  credible  authori- 
ties have  established  that  available  solar 
resources  currently  exceed  the  U.  S.  de- 
mand for  energy  by  several  orders  of 
magnitude. 

For  example,  in  an  area  equal  to  100 
miles  by  100  miles,  today's  solar  technol- 
ogies could  supply  as  much  electricity  as 
the  U.  S.  now  uses.  For  practical  and 
economic  reasons,  however,  that  is  un- 
likely to  happen  in  the  near  future. 

We  are  working  successfully  with  aca- 
deme, research  laboratories,  and  a  grow- 
ing private-sector  business  base  all 
across  America  to  bring  down  the  cost 
of  solar  energy  and  increase  its  contribu- 
tion to  the  U.  S.  energy  mix.  Excellent 
progress  is  being  obtained  for  each  pub- 
lic and  private  dollar  invested. 

Currently,  renewable  energy  technol- 
ogies related  to  electric-power  produc- 
tion, including  solar,  wind,  geothermal, 
biomass,  and  hydropower,  represent  up 
to  15%  of  peak  generating  capacity  and 
supply  about  H'a  of  all  electricity  used 
within  the  U.  S. 

The  time  has  arrived  to  recognize  that 
energy  efficiency,  clean  coal,  natural 
gas,  renewable  energy,  and  nuclear  pow- 
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Our  goal  at  NEC  is  the 
complete  integration 

of  compulers  and 
communications  The 
Silenlwriter  Model 
95fx  IS  just  one  of 
many  innovative 
products  thai  help  us 
to  realize  this  goal 
For  example,  we  not 
only  developed  the 
first  notebook  com- 
puter with  a  built-in 
phone  and  fax.  we 
make  satellite  dishes 
capable  of  sending 
data  worldwide. 


Only  one  printer  can  give  you  tiiis  fax, 


njc  Liptiii  a  time,  all  faxes 
loolccil  llic  same.  Bad.  But 
Willi  ihe  Silenlwriler*  Model 
95l.\  nuihifiinclion  printer/ 
fax,  nolKing  gels  lost  in  llie  Iransmission.  Imagine 
PoslScript'"  language— quality  fa.xcs  Ivom  your  [irinler.  It's 
no  fain'  tale.  Now  you  can  senil  antl  receive  documents  in 
all  tlieir  original  gior\'.     You'll  see  heautifid  fonts  and 
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graphics  willi  none  ol  llie  tlirl 
and  glilclies,  tlie  jaggies  and 
imperfections,  tliat  can  Imn  a 
wonderfid  stoiy  into  a  tragedy.  Why  send  a  facsimile  wKcn 
you  can  send  an  origina  1?  Get  tlie  NOC  Silentwriler  Model 
95k  multif  unction  prinler/fa.x  and  live  liappily  ever  after. 


1  facsimile  generated  from  a  Sitentwfiter  Model  95f^ 


POSTSC  RIP! 

■..-I  .v-,'i-  t',-im  Adobe 


Compilers  ana  communcaiions     To  Upgrade  your  exlstlng  Silenlwriter  Model  95  printer  with  fa.x  capability  (U.S.  only),  or  for  more  informa 


nd  these  facts. 


r 


A  state-of-the-art  6  PPM  laser  printer  equipped 
with  the  latest  in  Mac*  and  PC*  printer  software 
support— Adobe's  PostScript™  Level  2  and  HP's  PCL5. 

Send  and  receive  faxes  in  either  conventional 
or  PostScript-language  formats  anywhere 
in  the  world. 


Patented  Sharp  Edge  Technology 
delivers  600  DPI-equivalent  clarity 
in  a  300  DPI  class. 

Ideal  for  shared  use.  Automatic 
interface  switching  supports  both  Macs 
and  PCs  simultaneously. 


Under  $2,349  (MSRP).  Far  less  than  you'd  pay 
for  any  printer/fax  multifunction  combination. 
If  you  could  even  find  a  comparable  product. 


The  Silentwriter  Model  95fx  Printer/Fax 


Because  ^  is  the  way  you  want  to  go. 


he  Silentwriter  Model  95fx,  call  NEC  at  1-800-388-8888. 


WILTEL  WAN1S  YOU  TO  KNOW 
THAT  WHEN  SERVKE  FALLS  SHOR^ 
NO  EXCUSE  1$  GOOD  ENOUGH. 

t  WilTel  ser\'ice  isn't  a  "buzz  word"  for  the  '90s.  Superior  service  is  what  we've  always  delivered. 

We  offer  the  Meridian  1  communication  system  designed  tjy  Noithern  Telecom  to  deliver  flexibility',  e.xpandibility  and 
depcndat)ility.  And  it's  backed  by  our  custom-tailored,  person- 
alized seiYice.  That's  why  more  businesses  are  choosing 
WilTel  for  everything  from  ke>  systems  to  full-scale  outsourcing. 

So  if  your  current  PBX  supplier  is  falling  down  on  the 
job,  call  WilTel  Communications  Systems  at  1-800-324-0608. 


mm 

TURNS  UP  TECHNOLOGY 


northorn 
fclccom 


Meridian  1 


The  Merididii  I 
com  III ,'/  n  ica I io  ii  sijslem 


Mrriilian  1  «  a  registered  Irailemark  oj Northern  Telecom 

WiiTcl  IS  an  aulhoriied  Norlhfrn  Telecom  distributor.  ©  1992  WilTel 


3chnologies  all  have  important  roles 
lay  in  meeting  our  goals  for  energy, 
ronmental  quality,  and  economic 
rth. 

J.  Michael  Davis 
Assistant  Secretary 
Conservation  &  Renewable  Energy 
Energy  Dept. 
Washington 

m  SMITH  WASN'T  COMPLETELY 
RECT,  EITHER'  

rhile  few  would  argue  the  merits 
of  a  command  economy  over  that 
market  system,  Gary  S.  Becker  in 
irticle  concerning  the  benefits  of  a 
'atized"  economy  makes  no  mention 
e  extensive  state  intervention  neces- 
to  keep  the  free-market  working, 
rprises  in  a  world  according  to 
m  Smith,"  Economic  Viewpoint, 
17).  Let  there  be  no  mistake  here, 
ly  and  demand  don't  always  meet 
ably.  Apart  from  the  obvious  exam- 
such  as  the  minimum  wage,  farm 
idles,  and  rent  control,  perhaps  no- 
•e  is  the  need  for  government  regu- 
1  more  necessary  than  in  the  very 
bone  of  the  capitalist  world — the  se- 
ies  markets.  The  recent  free  fall  on 
•Nikkei  exchange  and  the  even  more 
rbing  free-for-all  on  the  new  Shang- 
xchange  tell  a  tale  of  markets  argu- 
too  free.  While  Karl  Marx  was  defi- 
y  wrong,  iVdam  Smith  wasn't 
iletely  correct,  either.  Evidently,  his 
ible  hand  sometimes  needs  a  sight 

John  Sergio 
Staff  Examiner 
National  Association  of 
Securities  Dealers  Inc. 

New  York 

RAISE 

WURW  (AGAIN)  

jgarding  "Saturn"  (Cover  Story, 
Aug.  17):  Prior  to  telling  the  Har- 
avidson  story  to  Saturn  dealers  last 
;mber,  I  shopped  their  Milwaukee 
rship.  Without  exaggeration,  they 
snted  the  best  features  and  benefits 
mtation  I  have  seen  in  decades  of 
buying— that  includes  26  General 
rs  cars,  plus  Ford  and  Chrysler 
Is — and  then  they  followed  up  with 
s  calls. 

contrast,  I  visited  every  American 
Japanese  car  dealer  in  St.  Peters- 
that  offers  4x4  models.  The  result: 
jf  nine  dealerships,  the  Jeep  sales- 
was  the  only  one  who  asked  for  my 
:  and  address  (he  called  me  three 
later). 

.ny  dealers  were  ignorant  of  their 
let's  features,  and  most  were  push- 


Daycare 

centers  take 

care  of  kids.  We  take 


care  of 5000  day  care  centers. 


We  get  paid  for  results! 


CIGNA. 


Property  &  Casualty  Insurance  •  CIGNA  Companies  •  Dept.  RD,  Phila.,  PA  19192 


Divers 

lion  tamers, 

rock  climbers.  Ibu 
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name  it,  we  probably  reinsure  it. 


We  get  paid  for  results! 


CIGNA 
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Watch  these  special  CEO  interviews  on 


mm 


from  The  1992  BUSINESS  WEEK  Symposium 
"Reinventing  Corporate  Leadership"  in  Washington,  D.C. 

featuring  the  CEO's  of: 

Louis  Harris  &  Associates,  McGraw  Hill  and  MCI. 


HUMPHREY  TAYLOR 


JOSEPH  L.  DIONNE 


BERT  C.  ROBERTS,  JR. 


discussing  the  CEO's  role  in  The  Changing 
American  Agenda  and  staying  competitive. 

OCTOBER  5  -  8  ON  YOUR 
PUBLIC  TELEVISION  STATION 


The  Nightly  Business  Report  is  produced  by  WPBT2/Miami 
in  association  with  Reuters, 

Nationally  underwritten  by  Digital  Equipment  Corporation;  A.G,  Edwards,  inc.; 
The  Franklin  Group  of  Funds  and  Public  Television  Stations  nationwide 


iiscounts  without  my  even  asking. 
J  conclusion:  A  gm  that  apphes  the 
ns  of  Saturn  to  its  other  models  will 
•n  worldwide  auto-industry  leader- 
to  the  U.  S. — where  it  belongs.  And 
11  also  provide  an  unprecedented 
needed  long-term  stimulus  to  the 
economy. 

Vaughn  L.  Beals  Jr. 

Chairman 
Harley-Davidson  Inc. 

Milwaukee 


r  HEIDELBERG  IS 

OUS  OF  CLEVELAND  

fter  reading  the  table  entitled  "A 
burger,  a  cold  one,  and  thou"  (In 
ness  This  Week,  Aug.  31),  I  was 
us  as  to  what  the  same  items  would 
in  Heidelberg,  Germany. 
/  findings: 

'0  McDonald's  Quarter  Pounders 

th  cheese:  DM  9.00 

six-pack  of  Budweiser  (the  brand 

)m  Czechoslovakia;  no  stateside 

d  or  Miller  available):  DM  6.47 

!W  Monopoly  board  game:  DM  32.78 

tal:  DM  48.25 

the  exchange  rate  of  $1  to  about 
.40,  that  $17.57  evening  of  home  fun 
Cleveland  comes  to  about  $34.46 
iS  the  ocean  in  Germany.  Enjoy, 
jland! 

Charles  L.  Kaufman 
Heidelberg,  Germany 

:N  SOCIAL  SECURITY  PAYMENTS 
ULD  BE  TAXED  

reference  to  the  commentary  "It's 
t  too  late  for  Bush  to  get  'the  vision 
;'  "  (Top  of  The  News,  Aug.  24),  for 
3es,  employers  have  been  required 
educt  Social  Security  contributions 

an  employee's  aftertax  salary  (i.e., 
miployee  pays  income  taxes  on  So- 
security  contributions  when  they  are 
cted  from  a  paycheck). 

the  extent  that  such  contributions 
eturned  to  an  employee  after  retire- 
;  through  Social  Security  benefit 
lents,  why  should  they  then  be 
1  again? 

Ken  Social  Security  benefits  paid  to 
iree  exceed  his  lifetime  Social  Secu- 
contributions,  I  agree  that  a  case 
1  then  be  made  to  tax  retirees  for 
excess  benefits  paid  to  them,  which 
t  presently  being  done. 

A.  David  Marshall 
Riverside,  Conn. 


•s  to  the  Editor  should  be  sent  to  Readers 
t,  Business  Week,  1221  Avenue  of  the  Ameri- 
lew  York,  N.  Y.  10020.  Fox:  (212)  512-4464, 
12-7960,  Intl.  4998204.  All  letters  must  in- 
on  address  and  daytime  and  evening  tele- 
numbers.  We  reserve  the  right  to  edit  letters 
jrity  and  space. 


Benefits 

advisors  rate  us 

the  number  one  provider 

of  group  accident  insurance. 


We  get  paid  for  results! 


CIGNA 


Special  Benefits  •  CIGNA  Companies  •  Dept.  R3,  Phila.,  PA  19192 


"We  Ve  been 

with  CIGNA  over 

50  years.  Obviously  oiir 
dty  fathers  had  foresight? 


Ron  Graves,  City  Treasurer,  Rutland,  VT 


We  get  paid  for  r  estdts! 


Pensions  •  CIGNA  Companies  •  Dept.  R5,  Hartford,  CT  06152 
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For The  Student 
Serious  About  Racing... 
And  Ttie  Non-Racer 
Serious  About  Learning! 


The  Skip  Barber  Racing  School  has  the 
most  comprehensive  ladder  to  success  in 
the  racing  industry.  We  have  programs  for 
drivers  of  all  speeds  including; 

•  Introduction  to  Racing 

•  Tliree  Day  Competition  Racing  School 

•  Car  Control  Clinics 

•  Lapping  Sessions 

•  Formula  Ford  Race  Series 


SmJ  Skip  Barber 

ADVANCED  DRIVING  SCHOOL 

You'll  explore  the  limits  of  vehicle  dynamics 
and  learn  the  art  of  car  control  from  pro- 
fessional drivers.  From  behind  the  wheel 
of  a  high  performance  BMW  3251  driving 
machine,  the  emphasis  is  on  driving 
technique- not  racing.  Our  one  and  \m 
day  programs  are  guaranteed  to  produce 
better,  safer  drivers. 

Over  20  Locations  From 
Coast  To  Coast 


SPECIAL  OFFER  FOR  WINTER'  PROGRAMS 
IN  CALIFORNIA  AND  FLORIDA! 

Book  your  Three  Day  Competition  School 
or  One-  or  Two-Day  BMW  Advanced  Driving 
School  by  October  30, 1992  and  receive 
.  a,10%  Early  Enrollment  Discount!  « 


'Ofler  valid  on  programs  held  between  November  i ,  1992  and  February  28. 1993 
Call  or  write  today  lor  our  tree  1992  course  catalog  and  sctiool  dates 

EASTERN  HEADQUARTERS: 

Skip  Barber  Racing  School 
Route  7  /  Canaan,  CT  06018  /  (203)  824-0771 
WESTERN  HEADQUARTERS: 

Skip  Barber  Racing  School 
Sears  Point  International  Raceway 
29355  Arnold  Drive  /  Sonoma,  CA  95476  /  (707)  939-8000 

Video  Brochure  and  Gift  Certificates  Available. 


THE  TWILIGHT  OF  SOVEREIGNTY:  HOW  THE  INFORMATION 
REVOLUTION  IS  TRANSFORMING  OUR  WORLD 

By  Walter  B.  Wriston  •  Scribners  •  192pp  •  $25 

LIBERATION 
TECHNOIOGY 


LIFE  AFTER  TELEVISION 

By  George  Gilder 
W.W.Norton  •  126pp  •  $1^>5 


In  his  best-selling  1989  book,  Micro- 
cosm, George  Gilder  pulled  off  an 
audacious  intellectual  feat.  He  made 
a  persuasive  case  that  there  is  a  direct 
connection  between  the  microcosm  and 
the  macrocosm:  that  is,  between  the  bi- 
zarre world  of  quantum  mechanics — 
where  particles  exist  in  many  places  at 
once — and  the  macrocosmic,  equally  bi- 
zarre world  of  global  business  and  poli- 
tics. What  connects  the  tiny  and  the 
huge,  Gilder  argued,  is  the  computer 
chip. 

While  many  authors  have  written  pae- 
ans to  the  power  of  the  integrated  cir- 
cuit. Gilder  traced  its  impact  on  society 


best  positioned  to  harness  the  chip,  'a- 
trepreneurs  would  triumph.  Communirji 
would  collapse.  Gilder  even  predichi 
that  the  overthrow  of  matter  wo^ 
"open  new  vistas  of  human  imaginatt 
and  moral  revival." 

Three  years  later,  some  of  Gilder's  'r- 
gan  music  is  sounding  a  bit  overbloxi 
It's  hard  to  detect  evidence  of  the 
uniph  of  entrepreneurship  and  moral: 
Still,  even  if  the  microchip  hasn't  worl 
all  of  its  magic  quite  yet.  Gilder's  Mic 
cosm  remains  a  cogent  and  literate  ex 
sition  of  the  view  that  the  computer  c 
is  an  enemy  of  the  landowner,  the 
reaucrat,  and  the  politician. 


I  he  two  books 
share  this  message: 
Believe  in  technology 
—  it  is  changing  the 
way  the  world  works 


with  unusual  forcefulness.  He  argued 
that  the  microprocessor — the  tiny  silicon 
"brain"  of  a  personal  computer — would 
inevitably  topple  corporate  and  govern- 
ment hierarchies.  For  the  first  time,  he 
said,  people  could  do  their  own  comput- 
ing instead  of  supplicating  themselves 
before  men  in  white  coats  running  all- 
powerful  mainframes. 

Equally  intriguing  was  Gilder's  notion 
of  the  "overthrow  of  matter."  Just  as 
quantum  physicists  had  overthrown 
Newtonian  concepts  of  the  nature  of 
matter,  computer  chips  had  wrecked 
economists'  concepts  of  value.  Chips 
were  made  of  some  of  the  most  abun- 
dant materials  on  earth,  but  nations  that 
knew  how  to  make  them  could  be  richer 
than  any  producer  of  wheat,  diamonds, 
or  oil. 

Gilder  contended  that  the  U.  S.  was 


This  year,  two  books  pick  up  separa 
themes  from  Microcosvi  and  spin  the 
ahead.  One,  Life  After  Television,  is 
the  poet  of  the  chip  himself.  Where  Gi' 
er  once  predicted  the  death  of  TV,  nc 
he's  predicting  the  emergence  of  a  m 
supertube,  essentially  a  computer  cc 
nected  to  others  by  a  nationwide  fibe 
optic  network.  The  Twilight  of  Sovt 
eignty:  How  the  Information  Rei 
lution  Is  Transforming  Our  World, 
Walter  B.  Wriston,  the  retired  chairmi 
of  Citicorp,  expands  on  how  the  micr 
chip  undermines  the  authority  of  gover 
ments  and  corporate  hierarchies.  Whi 
neither  book  has  the  scope  or  depth 
Microcosm,  both  ably  convey  thi 
book's  message  that  technology  is  fu 
damentally  liberating. 

The  two  books  also  share  the  ma 
flaw  of  Microcosm,  which  is  the  tende: 
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D  render  political  judf;'inents  as  if 

were  as  certain  as  scientific  obser- 
ns.  At  its  extreme,  the  implicit  ar- 
ent  runs  as  follows:  If  Max  Planck's 
"V  of  the  quantum  nature  of  matter 
t  ask)  is  correct,  then  it  follows  that 
fress  should  deregulate  the  phone 
)anies.  Of  course,  flying  leaps  of 

from  science  to  society  are  nothing 

The  Social  Darwinists  of  the  19th 
iry  concluded  from  Charles  Dar- 
;  "survival  of  the  fittest"  theory 

the  upper  classes  clearly  merited 

standing  in  society, 
is  year's  model,  technological  deter- 
;m,  figures  prominently  in  Gilder's 
After  Television.  His  new  "telecom- 
r,"  hooked  to  fiber-optic  cable, 
d  beam  in  thousands  of  channels  of 
ramming,  freeing  people  from  de- 
ence  on  mass-market  drivel,  Gilder 
,  More  important,  the  telecomputer 
d  be  interactive,  letting  viewers 
y  and  respond  to  professors,  hold 
ge  reunions  by  video,  or  be  diag- 
d  by  a  distant  doctor, 
e  telecomputer  is  undoubtedly  corn- 
Telephone  and  cable-TV  companies 
gradually  upgrading  their  networks, 

the  coming  high-definition  televi- 
;  will  contain  computer-like  process- 
power.  As  Gilder  would  have  it, 
;  trends  "offer  an  exhilarating  op- 
mity  to  enlarge  freedom,  to  revital- 
mlture,  and  to  prosper."  Readers 
be  pardoned  if  they  have  trouble 
lowing  that  whole.  It's  likely  that  a 
de  from  now,  overtired  Americans 

still  be  watching  stupid  game 
's — only  Vanna  White's  smile  will 
lore  radiant  than  ever  on  the  razor- 
p  screens  of  the  brave  new  century. 
fe  After  Television,  from  W.  W. 
on  &  Co.,  was  first  published  in 
as  part  of  Whittle  Communications' 
ger  Agenda"  series  of  books  (with 
rtising)  that  were  distributed  free  to 
utives  and  educational  leaders.  The 

volume,  now  free  of  ads,  shows 
5  of  its  origins  in  a  number  of  small 
-s:  The  name  of  IBM's  chairman  is 
ered  John  Acres  and  Akres  as  well 
he  correct  Akers.  And  Gilder,  a 
ICS  contributing  editor,  seems  to  say, 
•rectly,  that  voice  is  part  of  the  elec- 
agnetic  spectrum  along  with  X-rays 
FM  radio.  Nevertheless,  Life  After 
vision  makes  persuasive  arguments 
;uch  hot  ideas  as  getting  U.  S.  com- 
r  companies  back  into  consumer 
ronics,  rewiring  the  nation,  and  pro- 
ng competition  between  the  tele- 
le  and  cable-TV  industries. 
Lcking  Gilder's  bold  imagination, 
iton  nonetheless  shows  himself  in 

Twilight  of  Sovereignty  to  be  an 
t  pupil  of  current  techno-econo- 
c.  He  liberally  quotes  the  likes  of 
^r,  Carver  Mead,  Shoshana  Zuboff, 
Peter  Drucker,  as  well  as  such  icons 


BREITLING 

1884 


31 1  Del  Amo  Fashion  Center 
Torrance,  OA  90503 
(310)  542-5925 
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THE  DIAMOND  ANNIVERSARY  BAND. 

Wlietlier  it's  your  1st,  5tk  or  lOtk  anniversaiy,  tliis  year, 
tell  ker  you'd  marry  lier  all  over  again. 

A  diamond  is  forever 

BAILEY  BANKS  SBIDDLE 


De  Beers 


Suggested  retail  price  lor  ring  $2,195. 


FIDELITY  NO-LOAD  OPPORTUNITY 


The  ^1  Small 
Company  Growth  Fund 


Fidelity  Low-Priced  Stock  Fund  aggressively 
pursues  loug-lerm  capital  grovvtii  by  investing  pri- 
marily in  stocks  that  are  low  priced-under  $25. 
And,  it  s  the  top-pertorniing  small  company  growth 
fund  for  the  year  ending  6/3()A)2 '. 

Investors  should  keep  in  mind  that  w  liile  stock 
funds  can  offer  the  kind  of  greater  long-term  rewards 
that  w  ill  help  meet  long-term  goals,  they  can  be  vola- 
tile from  year  to  year  and  their  share  price  and  return 
will  vary.  ,  , 

Call  1-800-544-8888  24  Hours 


Average  Annual 
Total  Returns  as 
ofjune30,1992' 


Fideliiy 


Inuestments 


' AcKirdm.ul"  \ii.iI\1k;iI  Si-imccs,  llif  I  uiid  i;iiikfil  #  I  tiiil  ot  102  fuiuls  l(ir  llif  l-vi'.ir  iMRiiiis;()/.iO/')2 

-'Kclui  iis  ;irc  iiiMoncal  anil  iiiiiuik'  change  in  shaiv  pntT  and  rfinvolnii'nt  (if  duidcnds  and  i  apilal  ,^aln^  Vmi  nu\ 
haw  a  gain  or-  Ions  ulicn  viin  si'll  Miin-  shares  I'lLst  pi-rldrniana'  is  no  gnarank-t-  ol  Inlnre  rcsnlls  'Fund  coiiinii-nml 
operalions  on  1 2/2W),  For  more  complete  nilormalion  inckidlnn  charges  and  expenses,  call  lor  a  free  prospectus 
Kead  it  carelulK  heforevou  invesl  ;)r-send  nionev  Fidelil\  Disliahiilors  Corporation  The  Funds  V„  sales  charge  is 
ua.ed  through  12/^1A)2.  CODE:  BW/LPS/101292 


of  con.servative  economics  as  Fried 
Hayek  and  George  Stigler.  Indeed, 
light  is  so  full  of  quotations  and  a 
dotes  that  it  reads  in  places  like  an  a 
dinner  speech. 

Wriston  writes  that  the  informa 
revolution  is  undermining  the  sovere 
ty  of  nations  and  corporations  by  gi\ 
the  power  of  knowledge  to  anyone  v 
a  brain,  a  PC,  and  an  electrical  ou' 
Not  that  long  ago,  Wriston  learned 
hard  way  that  even  powerful  corp 
tions  and  governments  can  be  sue 
punched  with  poor  information.  With 
help  of  the  most  sophisticated  compul 
money  could  buy,  Citicorp  made  billi 
of  dollars  in  Latin  American  loans  t 
went  south  in  more  ways  than  one. 

Wriston  doesn't  discuss  Latin  lend 
directly.  Indeed,  he  relates  only  a  ha 
ful  of  episodes  from  his  own  career 
the  best  one,  Wriston  recounts  how 
ability  of  the  Federal  Reserve  to  con 
the  nation's  money  supply — and  he 
the  U.  S.  economy — was  undermined 
international  networks  that  made  it 
sible  to  shift  money  around  instan 
Citibank,  he  says,  soon  realized  thai 
could  accept  dollar  deposits  in  Lone 
and  advance  the  money  to  New  York 
fund  its  domestic  loan  portfolio.  Aj 
result.  Citibank  and  others  that  did 
same  thing  could  increase  the  mor 
supply  faster  than  the  Federal  Rese) 
intended. 

Now,  governments  are  clearly  losi 
control  of  currency  markets,  and  curn 
cy  markets  are  gaining  control  over  g' 
ernments  by  curbing  inflationary  mo 
tary  policies,  Wriston  observes 
latest  currency  crisis  in  Europe  illi 
trates  Wriston's  point:  "The  old  di: 
pline  of  the  gold  standard  has  been 
placed,  in  fact,  by  the  new  discipline 
the  Information  Standard,  more  sw 
and  draconian  than  the  old." 

More  such  banking  stories  would  ha 
been  welcome:  After  all,  no  one  picks 
a  book  written  by  a  former  Citico 
chairman  to  read  pithy  quotes  from  ot 
er  people  or  to  learn  about,  say,  crypto 
raphy  and  military  surveillance,  to  whi' 
he  devotes  a  whole  chapter. 

Wriston,  with  a  banker's  caution,  is 
bit  more  circumspect  than  the  rhapsoc 
Gilder,  admitting  that  technolo^ 
doesn't  produce  wisdom  or  change  h 
man  nature.  "But,"  he  concludes, 
does  and  will  speed  us  on  our  journey 
more  human  freedom."  That's  Gildei 
message,  too:  Believe  in  technology.  Tl 
future  may  not  be  as  luminous  as  th(l 
paint  it,  but  their  faith  in  the  victory  i 
mind  over  matter  is  a  welcome  note  i 
optimism. 

BY  PETER  CC 

Coy  covers  telecomm inucations  f\ 
BUSINESS  WEEK. 


T 
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SALUTES 
ANOTHER 


For  the  past  sixteen  years, 
Business  Week  has  re(ognized 
outstanding  leadership  in  the 
truck  industry  by  conferring  the 
Truck  Dealer  of  the  Year  Award. 
We  do  this  in  association  with 
the  American  Truck  Dealers,  a 
division  of  the  Notional 
Automobile  Deolers  Associotion. 
This  year  we  are  honoring 
Philip  S.  Maas,  President  of 
Boyer  Ford  Trucks,  Inc.  in 


Mr.  Philip  S.  Maas 


OF  THE  YEAR 


Minneapolis,  MN. 
Mr.  Maas  was  chosen  by  a 
team  of  judges  from  the 
Indiana  University  School  of 
Business  in  recognition  of 
industry  excellence  and 
exemplary  community  service. 
Business  Week  proudly  salutes 
Mr.  Philip  S.  Maas,  the  1992 
Business  Week/ATD  Truck 
Dealer  of  the  Yeor. 


Businessweek  ^ 


"Wc  dip  hundreds  of  d();j;s  a 

wffk.  We  pnjbably  (■an\ 

al)()Ul  live  3!^-gall()ii  bai^s  (il 

out  til  llie  Hash  evei  \ 

(lav.  The  haii  t,'els  intd  e\crv- 

ihing— it's  dist(iistint(.  II  you 

look  down  inside  my  Epson 

printer,  there's  hair  entwined 

around  all  the  little  rollers 

and  thint;s.  It's  stuffed  in  the 

cornei  s  and  you  can  see  it's 

been  there  for  vears  and 

years.  But  somehow  it  just 

keeps  on  working. " 

—Ma\ln  (jmomn  Pnlnii/i  Fjivn, 
SanlaFf,  MM.  Finllin jmmj 
t.jisiiH  prinlns  are  a  ml  akive. 
For  vwrr  injimimlum.  mil 


So  is  their  printer 

EPSON 


1= 


conomic  Viewpoint 


THE  HUMAN-CAPITAL  DEBATE: 
ADVANTAGE,  BUSH 


BY  GARY  S.  BECKER 


GARY  S  BECKER  IS  PROFESSOR  OF 
ECONOMICS  AT  THE  UNIVERSITY 
OF  CHICAGO  AND  A  FELLOW  OF 
THE  HOOVER  INSTITUTION 


TO  raise  the  productivity  of  the  U.  S.  econo- 
my and  its  competitiveness  in  world  mar- 
kets, Pi-esident  Bush  and  Governor  Clinton 
are  offering  rival  plans  to  invest  more  in  the 
skills,  training-,  and  other  himian  capital  of  Amer- 
ican workers.  Who  has  the  better  plan? 

Both  candidates  pay  consideral)le  attention 
to  education  reform.  They  i-ecognize  that  many 
piiljlic  elementary  and  high  schools  are  awful 
and  fail  to  educate  their  students,  but  they  pro- 
l)ose  very  different  remedies.  Governor  Clinton 
supports  gi-eater  competition  only  among  public 
schools,  whereas  the  President  is  advocating  a 
government-funded  voucher  system  of  choice 
that  would  include  private  schools  as  well. 

Bush's  approach  to  school  refonn  seems  to  me 
far  superior,  since  the  absence  of  effective  com- 
petition fi'om  the  private  sector  is  the  biggest  de- 
fect in  the  present  education  system.  Greater 
competition  only  among  pul)lic  schools  probably 
will  iinprove  their  efficiency,  but  the  effect  will 
lie  small  compared  to  the  impact  on  innovation 
and  school  productivity  of  harnessing  the  forces 


unleashed  by  private  initiative.  Comparisc  m  o 
the  performance  on  standardized  tests  of  u 
dents  in  public  and  private  schools— esix'cil'. 
studies  of  Catholic  high  schools  l)y  sociolois 
James  Coleman  of  the  University  of  Chicw. 
and  others— clearly  indicate  that  private  scli.i 
tend  to  i)rovide  a  better  education  for  : 
money. 

GROWING  GAP.  More  than  20%  of  all  studt|j 
who  enter  high  school  fail  to  graduate,  and 
inadequate  preparation  of  most  dropouts 
work  highlights  a  major  failure  of  the  pu 
school  system.  I  advocate  subsidies  to  impr 
the  job  skills  of  dropouts  as  part  of  my  "( 
Bill"' for  ghetto  youth  (BW-June  22).  The  P 
ident  calls  for  "a  G.  I.  Bill  for  childi'en"  that 
eludes  an  apprenticeship  [jrogi'am  with  both 
ademic  instruction  and  on-the-job  training 
all  persons  who  do  not  go  on  to  college. 

The  governor  has  similar  plans  for  train 
and  apprenticeships.  But  he  would  also  reqi 
companies  to  spend  no  less  than  1.5%  of  payr 
on  worker  education  and  training.  Clintor 


CH  86     ■  ' 

The  Entertainer. 


POWERED  BY  The  oiodel  8600  "set-top"  terminal  from  Scientific  Atlanta  is  the  rising  star  of 
MOTOROLA  jj^^  home  entertainment  set.  Its  on-screen  menus  and  programmability  turn 
cable  TVs  into  interactive  video  and  information  centers. 


Minoiola  unit  llu-  (pt,  are  ngi^U  n-J  lj,ir/fm«rK    Moloinla.  In,   All  liriiml  urij  in„J,u  I  nura.  s  u|.|.i-«rr«x  lrluU-mar>.i  in  rpxislrn'J  /rajfmarts  ii(  llinr  n's(«T/»r  liii/i/rrs 

K'lm;  M„l,„„(«  l„,    All  rixM-  ro.TlvJ 
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UK  a  major  mistake  by  pi-oposing  additional 
rnnient  mandates  for  business  spendinj^,  in- 
iieaith  insiii'anfe.  The  growth  in  such 
lates  dui-ing  the  [)ast  decade  is  one  of  the 

pernicious  developments  in  federal  le,Li,isla- 

His  traininf^  mandate  reflects  Clinton's  de- 
in  several  fields  to  extend  the  influence  of 
edei'al  government  over  business  decisions. 
)th  candidates  favor  moi'e  generous  gi'ants 
liege  students  and  exjjanded  student  loans, 
neither  candidate  makes  a  good  case  for 
ter  subsidies.  The  gap  in  earnings  f)etween 
ypical  American  college  gi'aduate  and  high 
)1  gi'aduate  is  now  about  60%,  the  largest  in 
)ast  half  centm\y.  With  all  the  concem  al)Out 
'ing  income  ine(]uality,  it  is  unseemly  to 
ose  additional  subsidies  to  a  high-income 
p  that  is  doing  better  than  ever. 
ILY  AFFAIR.  It  would  be  easier  to  imder- 
1  the  concern  about  helping  college  stu- 
3  if  the  fi'aetion  of  U.  S.  high  school  gradu- 

who  continue  their  education  v>^as  falling 
?ging  behind  the  percenUiges  of  other  coun- 

However,  the  U.  S.  sends  more  than  half  of 
igh  school  gi'aduates  on  to  college,  which  is 
largest  percentage  in  the  woi'ld.  And  the 
ion  of  high  school  gi'aduates  who  go  to  col- 
incretised  significantly  fi'om  the  mid-197()s  to 
1990s;  even  the  racial  gap  in  college  atten- 
e  narrowed  a  little  during  this  period, 
le  human  capital  of  the  working  population 
termined  not  only  by  schools  and  job  tr-ain- 
)ut  also  by  parental  efforts  to  improve  the 


health,  habits,  values,  and  skills  of  their  chil- 
di-en.  Most  parents  may  do  a  reasonaV)ly  good 
jol),  but  a  few  of  them  ai-e  failing  badly,  especial- 
ly those  who  ai'e  drug  addicts,  alcoholics,  have 
too  many  children,  or  just  don't  care.  Both  can- 
didates addi'ess  the  issue  of  family  responsibil- 
ities partly  i)y  supporting  welfare  reform  that 
places  gi-eater  emi)hasis  on  workfai'e  and  puts 
limits  on  how  long  families  can  stay  on  welfare. 

It  is  desirable  to  get  families  off  welfare,  but 
the  most  ui-gently  needed  refoi-m  is  a  change 
that  rewards  pai'ents  whose  children  invest  in 
their  own  human  capital.  We  should  change  the 
present  welfare  system  to  make  Ijenefits  de- 
pend not  mainly  on  the  numl)er  of  children  but 
on  what  pai'ents  do  for  each  child.  Benefits 
should  rise  when  children  attend  school  regular- 
ly or  when  they  are  taken  for  health  checkups, 
and  they  should  fall  when  parents  ai'e  on  drugs 
or  when  children  do  poorly  in  school.  These  are 
not  ivory-tower  suggestions,  because  several 
states,  including  Wisconsin  and  Connecticut, 
have  ah'eady  proposed  refomis  along  these  lines, 
and  it  is  a  shame  that  neither  Pi-esidential  candi- 
date is  supixjrting  such  an  approach. 

However,  l)Oth  candidates  deserve  credit  for 
their  emphasis  on  the  skills,  training,  health, 
and  values  of  the  American  population.  Although 
the  proposals  of  both  have  good  and  l)ad  fea- 
tures, I  believe  the  Pi'esident's  schooling  and 
training  proposals  are  clearly  better  because 
they  more  consistently  support  voluntary  private 
choice  rather  than  compulsion. 


The  President's 
choice-based 
school-reform 
proposals  are 
better  than  Clinton's. 
Still,  neither 
candidate  has  a  plan 
to  get  people  off 
welfare  or  move 
them  to  act  as 
responsible  parents 


The  Choreographer. 

Motorola's  low-cost,  high-powered  68HC05  CSIC  microcontroller  works  behind  the  scenes, 
controlling  the  key  aspects  of  the  Model  8600's  performance.  From  cable  terminals  to  cars,  the 
world's  most  innovative  products  are  powered  by  Motorola. 

(M)  MOTOROLA 

Microprocessor  and  Memory  Technologies  Group 
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BY  GENE  KORETZ 


WHY  BOOMIHG 
AIR  TRAVEL  ISN'T 
LIFTING  AIRLINES 

By  most  measures,  air  travel  for 
Ameiicans  really  took  off  in  the  past 
decade.  In  the  wake  of  deregulation, 
more  jjeople  flew  more  often  than  ever 
before,  and  the  nimiber  of  passenger 
miles  flown  by  U.  S.  carriers  rose  from 
•>:2n  billion  in  1978  to  458  billion  in  1990. 

Despite  this  impressive  pickup  in  air 
travel,  however,  the  1980s  proved  to  be 
the  airline  industry's  most  turbulent 
decade  ever.  Startup  airlines  emerj^ed, 
posted  heady  growth,  and  then  fell  by 
the  wayside  or  were  swallowed  up  by 
competitors.  Several  majoi'  carriers  took 
on  huge  dei)t  loads,  only  to  find  them- 
selves eventually  too  burdened  to  contin- 
ue oi)erations.  By  the  ear'ly  1990s,  the  in- 


CONSUMERS  CAP  THEIR 
SPENDING  ON  AIR  TRAVEL 


U.S.  DOMESTIC  AIRLINE 
TRAVEL  EXPENDITURES 

12-MONTH  MOVING  AVERAGE 
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DATA:  COMMERCE  DEPT,  IDS  FINANCIAL  SERVICES  INC, 

(lusti'y  was  lo.sing  money  at  an  alarming 
rate,  and  its  structure  was  siu'i)i'isingly 
similar  to  its  preregulation  configura- 
tion, with  I'elatively  few  large  carriers 
dominating  most  markets. 

What  went  wi'ong?  Aii'lines  apparent- 
ly overestimated  how  much  income  the 
nation  was  willing  to  spend  for  air  trav- 
el. While  many  factors  contributed  to 
the  industry's  current  woes,  economist 
William  C.  Melton  of  ids  Financial  Servi- 
ces Inc.  thinks  the  majoi'  factor  was  the 
widespread  belief  that  airline  travel  was 
a  "luxury  good"  that  woukl  command 
an  ever-rising  share  of  consumer  spend- 
ing. "The  indu.stry  was  far  too  optimistic 
about  potential  demand,"  he  says,  "and  it 
overexpanded  as  a  result." 

In  econoiTiic  parlance,  a  good  (or  ser- 
vice) is  a  luxui-y  good  if  its  demand  rises 
even  faster  than  income  as  income 
grows.  In  the  1960s  and  1970s,  airline 


travel  was  clearly  a  luxury  good,  as  it 
tripled  its  share  of  consumer  spending. 

In  the  1980s,  however,  spending  on 
air  ti-avel  undei'went  a  sea  change.  Just 
as  the  industry  was  gearing  up  for  ex- 
plosive growth,^ notes  Melton,  airline 
travel  as  a  percentage  of  personal-con- 
sumption expenditures  leveled  off  and 
even  trended  down  slightly  (chart).  "Con- 
trary to  popular  imjiressions,"  says  Mel- 
ton, "air  travel  is  no  longer  a  luxui-y 
good,  but  one  whose  demand  is  likely  to 
rise  at  the  same  pace  as  income." 

Not  everyone  agrees  with  this  view. 
Economist  David  Swierenga  of  the  Air 
Ti-ansjiort  Assn.  jjoints  out  that  passen- 
ger miles  in  the  mid-1980s  rose  twice 
as  fast  as  gross  domestic  product,  indi- 
cating that  demand  is  highly  responsive 
to  income  gi'owth.  But  if  this  is  so,  why 
didn't  consuiners  allocate  more  of  their 
budgets  to  air  travel? 

The  answer  appeal's  to  l)e  pi'ices.  Buf- 
feted by  unpi'ecedented  competition,  air- 
fares fell  to  new  lows,  making  flying 
more  affordable.  But  the  rise  in  con- 
sumption was  not  large  enough  to  claim 
a  growing  share  of  household  budgets. 
In  sum,  air  travel  seems  more  respon- 
sive to  price  cuts  than  to  income  gains. 

Swierenga  thinks  this  situation  will 
change  if  the  economy  can  get  i)ack  to  a 
strong  growth  track.  But  Melton  thinks 
the  fastest  gi'owth  in  air  travel  in  the 
1990s  will  come  abi-oad  and  from  for- 
eign visitors  to  the  U.  S.  "It's  no  acci- 
dent," he  says,  "that  U.  S.  carriers  are 
busy  foi'ging  links  overseas." 


CREDIT  UNIONS  ARE 
OASES  IN  A  DESERT  OF 
BANKS  AND  THRIFTS 

Sevei'e  problems  still  i)lague  thrift  in- 
stitutions and  commercial  banks,  but 
ci'edit  unions  are  looking  healthier  and 
healthier.  So  reports  Veribanc  Inc.,  a 
bank-rating  service.  Veribanc's  analysis 
indicates  that  credit-union  assets  and 
shares  (deposits)  in  the  first  half  of  this 
year  were  up  10.5%  and  10.9%,  res])ec- 
tively,  from  their  year-earlier  levels.  A.s- 
sets  and  dejjosits  at  commercial  banks, 
on  the  (jthei'  hand,  gr-ew  less  than  2%. 

In  the  same  period,  the  credit-union 
industry's  net  income  increased  36.1%, 
bolstering  its  average  annualized  return 
on  assets  to  1.26%.  Although  foreclosed 
|)ropei'ty  held  by  ci'edit  unions  rose  liy  a 
modest  2.9%,  the  increase  was  le.ss  than 
the  4.;'%  hike  in  real  e.state  lending,  low- 
ering the  ratio  of  foreclosed  loans  to 
total  I'eal  estate  loans  to  0.4%.  By  con- 
trast, commercial  banks'  return  on  assets 
was  just  0.94%,  and  their  foreclosed 
property  holdings  grew  11.8%.. 


BUSINESS  FAILURES 
ARE  CREATING 
A  BICOASTAL  FUNK 


IS  THE  PROSPECT 

OF  A  CLINTON  VICTORY 

SPOOKING  BUSINESS? 

There's  little  doubt  that  consume 
perceptions  of  the  state  of  the  eco 
my  are  critical  to  George  Bush's  chan 
of  reelection.  A  Washington  Post/ A 
News  poll  in  mid-September,  for  ex£ 
jile,  indicated  that  82%  of  those  w 
think  economic  conditions  are  impr 
ing  favor  Bush,  while  69%  of  those  w 
think  conditions  are  worsening  favor 
Clinton.  The  problem  is  that  econor 
pessimists  outnumber  optimists  by  6 
1  (59%  of  respondents  vs.  10%). 

Businessmen,  on  the  other  hand,  se( 
most  concerned  about  the  shifting  ] 
litical  climate.  Economist  Maury  N.  H 
ris  of  PaineWebber  Inc.  points  out  tl 
svu'veys  of  business  confidence  in  h 
summei'  showed  slippage  from  th( 
highs  in  the  spring  and  a  concurrt 
slowdown  in  hiring.  As  he  sees  it,  tl 
decline  has  l)een  caused  mainly  by  po 
ical  developments.  "Clinton's  lead  in  t 
polls  is  unsettling  to  business,  whi 
overwhelmingly  favors  Bush,"  he  say 
Hai'ris  notes  that  a  similar  decline 
business  confidence  and  slowdown  in  j 
formation  occurred  in  mid- 1976,  wh 
Jimmy  Carter  was  leading  Gerald  Foi 
Ironically,  if  he  is  right,  business'  fear 
response  to  the  prospect  of  a  Clint 
victory  has  made  it  more  probable  1 
lessening  the  chances  of  a  positive  ec 
nomic  surprise  befoi"e  November. 


The  death  toll  among  U.  S.  busint-e 
remains  at  epidemic  levels.  Duio 
Bradstreet  Coi'p.  reports  that  busiijs 
failures  were  12%  higher  in  July  th;i:ii 
July,  1991,  and  are  up  16%  so  f;ii-  li 
year.  U&B  economist  Joseph  Dim., 
warns  that  "many  firms  can't  sur\ 
at  the  current  slow  pace  of  ecoimi 
growth.  Many  curi^ent  failures  u 
creditors  of  firms  that  failed  earlier. 

Business  conditions  seem  particuhi 
harsh  in  the  nation's  two  most  puimi. 
states,  Califoi'iiia  and  New  York,  \\  h 
failures  thus  far  in  1992  are  up  42  .  .; 
6.']%,  respectively.  Such  numbers  li 
explain  the  results  of  a  recent  pii  ; 
opinion  poll  of  New  Yorkers  conduc^ 
by  Fleet  Financial  Group,  which  it 
cates  that  93%  believe  their  state  is  : 
in  recession  and  that  72%  expect  h 
times  to  continue  for  another  year. 
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BY  JAMES  C.  COOPER  AND  KATHLEEN  MADIGAN 


mSUMERS  ARE  BIOODIED 
-BUT  STILL  BUYING 


SSIMISM  RULES 
HE  HOUSEHOLD 


I  onsumers  should  get  a  medal.  They  are  braving 
some  of  the  toughest  times  in  years,  and  they  still 
t  are  finding  the  strength  to  keep  the  economy 
t— if  only  barely.  Despite  some  of  the  ugliest  eco- 
c  data  in  months,  the  surprise  for  the  third  quarter  is 
ing  up  to  be  consumer  spending's  solid  contribution. 
numl)ers  through  August  show  that  households  are 
ing  in  there. 

s  a  wonder.  Private  payrolls  aren't  growing,  and  ex- 
for  government  transfers,  personal  income  is  treading 
r.  Households  are  unloading  installment  debt  at  a 
•d  rate,  and  mortgage  debt  at  a  near-record  clip, 
household  assets— mainly  determined  by  home  val- 
-are  improving  only  slowly,  leaving  balance  sheets 
needing  a  lot  of  repair  work. 

Under  all  that  weight,  consu- 
mers weren't  shy  about  their 
feelings  last  month.  September 
marked  the  third  consecutive 
drop  in  consumer  confidence 
(chart).  The  Conference  Board's 
index  fell  to  56.4,  off  some  16 
points  since  June.  Households 
were  a  hit  more  optimistic  about 
their  current  situation  in  Sep- 
teml)er,  but  they  were  markedly 
more  downbeat  al)Out  their  pros- 
3  for  the  months  immediately  ahead. 
)ncern  about  jobs,  already  enormous,  rose  even  high- 
:  September,  according  to  the  survey.  Hurricane  An- 
r,  strikes  at  General  Motors,  and  temporary  summer 
for  teenagers  are  clouding  the  job  data  right  now,  but 
alance,  job  pessimism  appears  to  be  more  justified 
job  optimism. 

lat  rings  especially  true  after  IBM's  announcement 
lept.  29  that  it  was  eliminating  an  additional  20,000 
mostly  through  employee  buyouts.  Big  Blue  already 
slashed  its  work  force  by  20,000  less  than  a  year 
It  expects  the  cuts  to  be  completed  l)y  yearend. 

>ME  SALES  But  despite  a  bad  case  of  the  blues,  consu- 
!ED  MORE  mers  still  are  finding  ways  to  spend  more. 
IAN  LOW  Their  outlays  for  goods  and  services,  ad- 
^^^^  justed  for  inflation,  edged  up  by  0.1%  in 

ust,  but  they  had  increased  by  0.4%  in  July  and  by 
>  in  June. 

lat's  not  bad.  Since  consumers  buy  two-thirds  of 
s  domestic  product,  that  trend  added  some  support  to 
ODP  last  quarter.  Even  if  real  consumer  outlays  are 
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flat  in  September,  data  through  August  suggest  that 
third-quarter  spending  will  rise  at  an  annual  rate  of  3.4% 
(chart).  September  data  will  tell  the  tale. 

One  problem  for  spending  has  been  the  failure  of  hous- 
ing demand  to  respond  more  favorably  to  the  lowest 
mortgage  rates  in  nearly  20  years.  In  August,  sales  of  ex- 
isting homes  dipi^ed  3.2%,  to  an  annual  rate  of  3.34  million, 
and  demand  for  new  homes  fell  by  6.1%,  to  a  570,000 
annual  pace.  New-home  sales  typically  spui'  outlays  for  fur- 
niture and  appliances,  and,  not  surprisingly,  sales  of  home- 
related  goods  was  one  area  of  weakness  in  August  consu- 
mer spending.  /' 

Housing  demand  is  at  least  holding  its  own  through  the 
first  two  months  of  the  third  quarter.  July  sales  of  new 
homes  were  revised  to  show  a  4.5%  gain,  instead  of  the 
2.5%  drop  first  reported.  The  quarterly  pace  is  ahead  of 
that  in  the  second  quarter.  However,  the  low  level  of 
consumer  confidence  shows  why  it  \A\\  take  more  than  low 
mortgage  rates  to  give  home  buying  a  l:)ig  lift. 


WHITTLING 
DOWN 
HOUSEHOLD 
DEBT 


CONSUMERS  STAY 
IN  THE  GAME 


The  real  problem,  though,  will  be  for  con- 
sumers to  maintain  their  third-quarter 
pace  of  spending  in  the  fourth  quarter. 
That's  because  households  are  starved  for 
income  growth.  Personal  income  dropped  a  steep  0.5%  in 
August,  the  largest  decline  since  January,  1991.  However, 
the  August  dip  was  not  really  so  dire,  because  Hurricane 
Andrew  battered  the  month's  income  data. 

Andrew  did  $60  l)illion  worth 
of  damage  to  personal  income  in 
August,  mostly  because  of  a  rec- 
ord $43  billion  plunge  in  rental 
income.  Earnings  from  wages 
and  salaries,  a  key  three-fifths 
of  all  income,  jumped  by  $19  bil- 
lion. Excluding  the  effects  of  the 
hurricane,  the  Commerce  Dept. 
said  that  income  would  have  ris- 
en by  a  brisk  0.7%. 

Still,  even  excluding  Andrew's 
impact,  a  nagging  trend  remains  in  place:  During  the 
past  year,  transfer  payments  from  various  government 
programs  have  accounted  for  nearly  half  of  the  growth  in 
personal  income.  Adjusted  for  inflation,  real  income  less 
transfers  is  barely  above  its  year-ago  level.  That  means 
purchasing  power  is  making  little  headway. 

The  ability  to  buy  is  suffering  particularly  at  the  hands 
of  interest  income— some  13%  of  all  personal  income.  Dur- 
ing the  past  year,  those  earnings  have  fallen  by  4.2%— eas- 
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A  TRILLIONS  OF  I987  DOLURS 
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FACTORY  ORDERS 
LOSE  MOMENTUM 


DURABLE  GOODS 
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ily  the  largest  annual  drop  ir  the  postwar  ei-a.  By  compar- 
ison, in  1989,  interest  income  rose  by  11%. 

But  lower  interest  rates  cut  two  ways.  They  also  help 
debt-burdened  consumers  get  their  finances  back  in  order. 
It's  a  slow  process,  but  there  has  been  some  impi"ovemerit, 
according  to  the  Federal  Reserve's  second-quarter  report 
on  credit  flows  in  the  economy.  The  numbers  include 
some  sizable  revisions,  which  suggest  a  little  more 
progress  than  previously  thought. 

The  Fed's  data  show  that 
household  debt— mainly  mort- 
gage and  installment  obliga- 
tions—has fallen  as  a  percentage 
of  disposable  income  from  a 
record  94.5%  in  the  third  ciuarter 
of  1990,  to  90.1%  in  the  second 
quarter  of  1992.  That's  not  much, 
but  the  percentage  had  grown 
steadily  during  the  previous  six 
years,  from  about  70%  in  1984. 
The  decline  since  1990  is  a  clear 
sign  that  households  have  begun  to  reverse  their  debt 
problem,  but  they  still  have  a  long  way  to  go. 

The  value  of  households'  assets  is  growing  much  slow- 
er than  their  debts.  DRi/McGraw-Hill  estimates  that  finan- 
cial and  nonfinancial  assets  of  households  have  risen  by 
only  2.5%  from  a  year  ago.  That  compares  with  a  4.2% 
growth  in  household  debt.  So,  even  though  debt  has 
slowed  sharply  in  relation  to  income,  household  balance 
sheets  are  still  pretty  much  a  wreck. 

DEFENSE  Even  a  valorous  spending  effort  l)y  consu- 
CUTS  ARE  mers,  working  against  such  financial 
A  DRAIN  ON  stress,  has  not  been  sufficient  to  kick  the 
FACTORIES  economy  up  to  a  higher  plane  of  growth, 
however.  That  much  is  evident  from  the  way  the  factory 
sector  has  been  behaving  lately.  And  the  leading  indicators 
point  to  continued  sluggishness,  as  well  (charts). 
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The  Commerce  Dept.'s  index  of  leading  indicators,  le 
signed  to  foretell  the  economy's  path,  fell  0.2%  in  Augsi  - 
its  second  drop  in  three  months.  And  the  August  It 
cline  was  broad:  Seven  of  the  11  indicators  in  the  com 
ite  index  were  on  the  down  side.  In  recent  years,  the  li| 
ing  index  has  lost  some  of  its  predictive  power.  It 
become  more  of  a  coincident  index,  following  the  ec(l 
my's  current  path.  But  even  on  that  score,  the  in| 
clearly  says  business  activity  is  lacking. 

Manufacturers  will  readily  agree.  New  orders  for  > 
aljle  goods  dipped  0.1%  in  August,  the  third  decline  in 
months.  The  weakness  was  even  worse  than  that.  MilitI 
bookings,  which  are  in  a  downtrend,  jumped  16.7%! 
the  month.  Excluding  defense,  orders  fell  0.9%. 

Also,  unfilled  orders  shrank  by 
0.8%  in  August-the  12th  decline 
in  a  row.  Amid  stagnant  new  or- 
ders and  falling  Ijacklogs,  facto- 
ries have  no  incentive  to  boost 
output  or  payrolls. 

The  ongoing  defense  build - 
down  is  responsible  for  a  lot  of 
manufacturing's  weakness.  So  far 
this  year,  defense  orders  are 
down  19%  from  the  similar  peri- 
od in  1991.  Moreover,  defense-re- 
lated industries  have  accounted  for  two-thirds  of  t 
year's  losses  in  factory  jobs  and  some  of  the  drain  on 
dustrial  production.  In  addition,  sick  economies  in  1 
rope  are  hurting  foreign  demand. 

As  consumers  struggle  in  such  a  trying  economic 
mate,  there  may  well  be  a  political  message  in  the  Conl 
ence  Board's  report  on  consumer  confidence.  In  the 
year  history  of  the  index,  no  incumbent  Pi'esident  has  h 
on  to  the  White  House  when  the  confidence  reading 
dropped  below  100,  says  the  Board.  The  index  is  n 
lower  that  it  was  on  the  eve  of  any  of  the  past  five  Pr 
idential  elections. 


DEC  '91 
A  INDEX  1982=100 

DATA:  COMMERCE  DEPI 


THE  WEEK  AHEAD 


CAR  SALES 


Monday,  Oct.  5 

U.  S.  auto  makers  continue  to  wrestle 
with  weak  demand.  New,  domestically 
made  cars  probably  sold  at  an  annual 
rate  of  only  6.1  million  for  all  of  Septem- 
l)er.  That's  about  the  same  disappointing 
])ace  as  August,  but  down  from  6.4  mil- 
lion in  July  and  6.7  million  in  June. 
Economists  surveyed  by  MMS  Interna- 
tional, a  division  of  McGraw-Hill  Inc., 
expect  that  cars  sold  at  a  6.2  million 
clip  in  the  last  10  days  of  September,  af- 
ter a  6  million  pace  in  the  first  20  days 
of  the  month.  Light-truck  sales,  which 
have  been  a  boon  to  Detroit,  probably 
stood  at  about  4.2  million  last  month. 
That's  a  l)it  higher  than  the  4.1  million 


l)uying  rate  in  August.  Auto  makers  are 
trimming  back  their  production  sched- 
ules in  light  of  the  weak  pace  of  car 
sales.  Those  cutbacks  will  be  a  drag  on 
industrial  output  in  coming  months. 

INSTALLMENT  CREDIT  

Wednesdai/,  Oct.  7 

The  MMS  economists  project  that  con- 
sumers paid  off  about  $1  billion  more 
in  debt  than  they  borrowed  in  August. 
That's  suggested  by  the  weakness  in 
car  buying  and  other  retail  sales.  The 
expected  loss  would  be  the  sixth  consec- 
utive decline  in  credit,  including  a  $1.1 
billion  drop  in  July.  Households  are  pay- 
ing down  the  high  levels  of  borrowings 
taken  on  in  the  1980s.  After  reaching  a 
i-ecord  of  18.6%  in  late  1989,  the  ratio  of 


instalhnent  debt  to  disposable  inco 
has  drifted  down,  to  16.3%. 

INITIAL  UNEMPLOYMENT  CLAIMS 

Thursday,  Oct.  8,  8:30  a.m. 
New  filings  for  state  unemployment-in 
ranee  benefits  remain  above  the  400,( 
mark.  In  the  week  ended  Sept. 
claims  proliably  were  filed  at  an  anm 
rate  of  40.5,000,  compared  with  414, ( 
for  the  week  ended  Sept.  12.  In  additi- 
emergency  filings— which  carry  ext 
benefits  for  some  newly  unemploy 
workers— have  added  an  average  7,5(X) 
the  weekly  claim.s  data.  Hurricanes  A 
drew  and  Iniki  have  lifted  jobless  clain 
More  important,  though,  the  high  le\ 
of  filings  underscores  the  slack  in  the 
bor  markets. 
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/HEN  YOU  RUN  A 
USINESS,YOURUN 
HE  RISK  OF  WORKERS' 
OMPENSATION 
LAIMS. 


CM  SHOWED  ME  HOW  TO 
PREVENT  MANY  OF  THEM' 

It  may  come  as  no  sm'prise  that  back  injuries  are  one  of  the 
most  frequent  workers'  compensation  complaints.  Along  with 
repetitive  motion  hand  and  wrist  injuries,  like  carpal  tunnel 
syndrome,  and  muscle  and  ligament  strains. 

That's  why  CNA  helps  policyholders  redesign  work  areas  to 
make  injuries  less  likely  and  allow  individuals  to  perform 
without  aggravating  problems. 

CNA  also  has  one  of  the  few  accredited*  Environmental 
Health  Laboratories  in  the  country  Our  field  hygienists  can 
analyze  your  work  environment  for  contaminants  that  might 
lead  to  health  problems.  We  also  can  measure  and  help  correct 
dangerously  high  noise  levels. 

Many  independent  agents  recommend  the  CNA  Insurance 
Companies  for  the  extra  value  we  bring  to  their  business 
clients-like  showing  them  how  to  prevent  many  workers' 
compensation  claims.  Ask  your  independent  agent  about  CNA. 


INSURANCE  WORKING  HARDER  FOR  YOU. 


For  All  the  Commitments  \bu  Make® 

CNJA  provides  property/casualty,  life/health,  workers'  compensation  and  employee  benefits  insurance 
CNA  Workers'  Compensation  Insurance  is  undenA/ritten  by  properly/casualty  companies 
of  the  CNA  Insurance  Companies/CNA  Plaza/Cfiicago.  IL  60685 
Independent  agents  wfio  represent  CNA  are  listed  in  the  Yellow  Pages. 

'Accredited  by  the  American  Industrial  Hygiene  Association. 


STRATEGIES  I 


OCTOBER  12,  1992 


SMALLER  BUT 
WISER 

SEARS  AXES  FINANCIAL  SERVICES  TO  TEND  THE  STORE 


To  shareholders,  Sears,  Roebuck  & 
Co.'s  grand  vision  of  a  "Great 
American  Company"  has  been 
something  less  than  a  spectacular  suc- 
cess. But  hardly  anyone  expected  the 
end  to  come  cjuite  so  quickly.  After  a 
brutal  annual  meeting  in  April,  Sears 
asked  its  l)ankers  to  look  at  a  possible 
restructuring.  Instead,  after  a  nine-hour 
session  at  Chicago's  Park  Hyatt  hotel  on 
Sept.  28,  the  company's  board  of  direc- 
tors unanimously  voted  to  break  up  the 
$56  billion  megalith. 

The  vote  represents  a  dramatic  rever- 
sal of  a  strategy  that  took  shape  during 
a  single  week  in  late  1981.  Then,  the 
nation's  largest  retailer  announced  that 
it  would  pay  $800  million  for  Dean  Wit- 
ter Reynolds  Inc.,  the 
country's  fifth-biggest 
stock  broker,  and  Cold- 
well,  Banker  &  Co.,  the 
nation's  largest  real  es- 
tate broker.  The  idea 
was  to  parlay  Sears'  fa- 
bled bond  of  trust  with 
the  consumer  into  the 
fast-growing  financial 
services  field. 

Now,  Sears  is  scrap- 
ping its  grandiose  vi- 
sion. The  company 
plans  to  spin  off  Dean 
Witter,  which  includes 
the  brokerage  business 
and  the  no-fee  Discover 
Card.  Sears  also  plans  to  sell  20'/<  of 
Allstate  Insurance  Cos.,  the  underwriter 
it  bought  way  back  in  1934,  which  now 
ranks  as  the  world's  second-largest  per- 
sonal property  and  casualty  insurer.  And 
the  company  wants  to  dump  Coldwell 
Banker  altogether. 

Behind  the  scheme  is  the  harsh  reality 
of  a  serious  capital  crunch  for  Sears. 
Cash-hungry,  the  company  could  no 
longer  afford  to  expand  its  financial  ser- 
vices arm.  Indeed,  the  board  made  its 
dramatic  decision  just  three  days  after 
Moody's  Investors  Service  lowered 
Sears'  credit  rating  to  single  A-3  from 


Sears  won't  be  able 
to  rely  on  Dean 
Witter  to  jazz  up  its 
bottom  line — but  the 
retailing  giant  won't 
have  to  contend  with 
a  crippling  capital 
crunch,  either 


single  A-2.  "There  was  a  growing  under- 
standing that  we  needed  more  capital  to 
fund  our  financial  services  businesses," 
says  Sears  Chairman  Edward  A.  Bren- 
nan.  "It's  a  sign  of  their  success." 

The  spin-off  solves  Sears'  immediate 
cash  problems,  since  proceeds  will  be 
used  to  reduce  Sears'  debt  by  $3  billion. 
And  by  breaking  off  Dean  Witter's  $11 
billion  in  debt  and  Coldwell  Banker's  $7 
billion,  the  plan  will  more  than  halve 
Sears'  load  of  borrowings,  to  about  $16 
billion,  from  $38  billion  now. 
RISING  REVOLT.  But  it's  a  risky  move  for 
Brennan,  a  third-generation  Searsman, 
who  will  head  the  new  core  company — 
Sears  Merchandise  Group  and  the  re- 
maining 80'a  of  Allstate.  That's  by  far 
the  largest  part  of 
Sears:  The  two  com- 
bined represented  $51 
billion  of  Sears'  $56  bil- 
lion in  1991  sales.  But 
the  units  also  are  the 
most  troubled;  Sears' 
retail  arm  has  lost  229! 
of  its  market  to  its  four 
largest  competitors 
since  1971.  And  despite 
48,000  layoffs  over  the 
past  two  years,  its  cost 
structure  remains  stub- 
bornly high.  At  All- 
state, earnings  have 
been  sliding  since  1988. 
This  year,  it  faces  $700 
million  in  aftertax  losses  from  Hurricane 
Andrew. 

Stripping  away  Dean  Witter's  phe- 
nomenal earnings  growth  only  brings 
Sears'  problems  into  sharper  relief. 
Dean  Witter  is  expected  to  contribute 
just  $5.5  billion  in  revenues  in  1992,  but 
it  will  account  for  $393  million  in  net 
income — almost  half  of  Sears'  total 
(charts).  "Without  earnings  from  the 
other  businesses  flowing  into  it,  the  re- 
tailer will  be  under  even  more  pressure 
to  perform,"  says  G.  Joseph  Reddington, 
CEO  of  Sears  Canada  Inc. 

But  when  it  came  time  to  break  up  his 
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company,  Brennan  may  have  felt  he  had 
no  choice.  The  CEO  has  come  under- 
mounting  attack  from  disgruntled  share- 
holders, who  are  dismayed  by  the  com- 
pany's return  on  equity  of  just  9.6'a  last 
year,  well  below  its  stated  goal  of  15%. 
They  are  even  more  unhappy  about  the 
company's  stock:  Sears  shares  now 
trade  for  less  than  they  did  in  1987. 

As  a  result,  Brennan  has  been  facing 
nothing  less  than  a  shareholders'  revolt. 
Activist  Robert  A.  G.  Monks  garnered 
hefty  institutional  support  in  his  run  for 
a  board  seat  in  1991.  Five  separate 
shareholder  proposals — including  one  to 
study  a  breakup  of 
the  company — ap- 
peared on  this  year's 
proxy.  And  the  Cali- 
fornia Public  Employ- 
ees' Retirement  Sys- 
tem, which  owns 
nearly  2  million  Sears 
shares,  already  had 
put  the  company  on 
its  "hit  list"  for  next 
year's  proxy  season, 
says  the  fund's  chief 
investment  officer, 
DeWitt  F.  Bowman. 

But  bolstering  the 
balance  sheet  was  the 
primary  motive  for 
change.  With  the  mer- 
chandise group  soak- 
ing up  cash,  not  much 
was  left  over  for  Dean 
Witter  and  Allstate, 
which  already  were 
paying  hefty  internal 
dividends.  That's  a 
problem,  since  both 
units  want  to  expand. 

The  7-year-old  Discover  card  is  partic- 
ularly hungry  for  more  capital.  Already 
used  by  41.1  million  homes,  the  card  con- 
tinues to  be  aggressively  marketed  by 
Dean  Witter.  Receivables  on  Discover 
that  need  to  be  financed  have  soared 
from  $3.8  billion  in  1987  to  $14.7  billion 
in  1991.  Dean  Witter  also  needs  cash  to 
bankroll  its  plans  to  launch  a  new  Sears 
Visa  Card — though  that  plan  remains  on 
hold  while  the  company  sues  Visa  for 
the  right  to  launch  the  card.  The  case 
will  go  to  trial  in  federal  court  in  Salt 
Lake  City  on  Oct.  13. 
'EMOTIONAL'  PROCESS.  The  cash  problem 
was  too  big  to  ignore.  And  given  Sears' 
share  price,  the  company  couldn't  sell 
stock  to  raise  more  dough.  So,  shortly 
after  this  year's  annual  meeting  in  At- 
lanta, the  board  asked  Goldman  Sachs  & 
Co.,  Sears'  long-time  financial  adviser, 
and  Morgan  Stanley  &  Co.  to  examine 
the  problem.  After  months  of  meetings, 
directors  voted  on  the  plan.  "It  was  an 


BRENNAN  WAS  UNDER  ATTACK  BY 
DISGRUNTLED  SHAREHOLDERS 


intensive  process  and,  for  some  of  those 
involved,  an  emotional  one,"  says  Sears 
director  Donald  H.  Rumsfeld. 

The  breakup  appears  to  address  the 
concerns  of  unhappy  shareholders.  In- 
vestment bankers  involved  in  the  deal 
say  worries  about  how  to  appease  these 
investors  was  one  reason  the  board 
chose  to  spin  off  just  20'/<  of  Dean  Wit- 
ter and  Allstate  to  the  public,  rather 
than  trying  to  sell  more.  That  way,  they 
figured,  most  of  the  value  ends  up  with 
shareholders.  In  the  days  after  the  an- 
nouncement. Sears'  stock  rose  8'a,  to 
44%.  Predicts  Monk:  "Sears  won't  be  on 
the  top  of  anyone's 
list  in  the  next  proxy 
season." 

Now,  the  big  ques- 
tion is  how  strong  a 
Sears  will  rise  from 
the  dust.  The  company 
has  tried  before  to  ap- 
pease shareholders 
with  other  big  moves. 
Most  recently,  its 
much-trumpeted  1989 
strategy  of  "everyday 
low  prices"  failed. 
"The  Titanic  is  still 
there,  the  iceberg  is 
still  there,  but  the  life 
boats  are  gone,"  says 
Carol  Farmer,  a  retail 
consultant,  who  says 
she  remains  pessimis- 
tic about  a  rebound  at 
the  stores,  despite  the 
Sept.  1  arrival  of  a 
new  merchandising 
chief,  Arthur  C.  Marti- 
nez. "When  you  really 
don't  know  what  to 
do,  you  start  selling  assets." 

Does  the  breakup  signal  the  failure  of 
Sears'  financial  services  strategy?  Ex- 
actly the  opposite,  argue  Brennan  and 
others.  While  its  idea  of  mass-merchan- 
dising stocks  never  really  panned  out, 
the  strategy  did  produce  such  successes 
as  the  Discover  Card.  "I'm  just  thankful 
we  diversified,"  says  the  strategy's  chief 
backer,  former  Sears  Chairman  Edward 
R.  Telling.  "It's  helped  the  company 
through  some  difficult  times." 

But  it  won't  be  there  to  help  out  in  the 
future.  "Obviously,  there's  a  certain 
amount  of  risk,"  Brennan  acknowledges. 
But  he  denies  the  risk  is  personal  and 
says  he  has  the  full  backing  of  Sears' 
board.  The  question  is,  after  more  than  a 
decade  of  trying  to  turn  around  the  Big 
Store,  will  the  breakup  help  Brennan  fi- 
nally do  what's  needed? 

By  Julia  Flynn,  with  David  Grcising  and 
Kevin  Kelly  in  Chicago  and  Leah  Nafhaiis 
Spifo  in  New  York 
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Commentary/ by  Paul  Magnusson 


PEROT'S  ECONOMIC  PILL  MIGHT  NOT  BE  ALL  THAT  BITTER 


If  foolish  consistency  is  the  hobgob- 
lin of  little  minds,  Ross  Perot 
doesn't  have  anything  to  be  embar- 
rassed about.  The  on-again,  off-again 
Presidential  candidate  seems  deter- 
mined to  prove  that  he  is  not  governed 
by  the  rules  of  politics  or  those  of  any 
known  planet.  Indeed,  just  two  things 
seem  certain  about  his  anti- 
campaign:  Perot's  name  will 
appear  on  ballots  in  all  50 
states,  and  Perot's  program 
for  wiping  out  the  federal 
budget  deficit  will  get  lots 
of  attention  in  the  closing 
weeks  of  the  campaign. 

It's  easy  to  dismiss  the  Perot  plan, 
spelled  out  in  his  best-selling  book. 
United  We  Stand:  How  We  Can  Take 
Back  Our  Country.  Critics  charge 
that  the  proposal,  which  relies  on  sharp 
tax  increases  and  deep  cuts  in  entitle- 
ments spending,  is  politically  unrealis- 
tic. But  Perot  offers  what  both  George 
Bush  and  Bill  Clinton  have  so  studious- 
ly avoided — a  serious  and  coherent 
plan  to  stem  the  flow  of  red  ink. 
BRAKE  RISK.  Still,  the  program  is  ill- 
timed,  some  economists  argue,  because 
tax  increases  and  spending  cuts  would 
damage  an  economy  that  is  barely 
growing.  The  sheer  magnitude  of  the 
problem — the  federal  government  bor- 
rows one  out  of  every  four  dollars  it 
spends — seems  to  argue  against  bal- 
ancing the  budget  until  the  economy 
can  bear  the  shock.  "The  risk  of  step- 
ping on  the  brake  too  hard,  too  cjuickly, 
with  the  economy  as  fragile  as  it  is,  is 
pretty  high,"  Clinton  emissary  Felix  G. 
Rohatyn  told  Perot  supporters  in  Dal- 
las on  Sept.  28.  "You  have  to  step  on 
the  gas,  and  at  the  same  time,  you 
have  to  step  on  the  brakes." 
Trouble  is,  this  is  the  thinking  that 


created  the  deficit  problem.  Today's 
real  long-term  interest  rates — the  foot 
on  the  economy's  brake — are  high  be- 
cause of  concern  over  future  deficit- 
driven  inflation.  Should  the  next  Ad- 
ministration do  nothing  about  the 
deficit,  it  will,  in  effect,  be  choosing 
higher  rates.  You  don't  have  to  support 
Perot  to  appreciate  his  mes- 
sage. Shifting  the  costs  of 
today's  borrowing  to  an  un- 
suspecting generation  just 
isn't  American. 

But  what  about  the  shock 
to  the  economy  that  a  con- 
traction in  federal  spending 
and  higher  taxes  would  bring?  The 
fear  is  exaggerated.  First,  any  spend- 
ing cut  is  a  long  way  off.  A  widely 
ignored  fact:  Perot  wouldn't  start  cut- 
ting until  1994.  And  a  new  President 
would  have  to  hustle  even  to  make  that 
date,  since  all  changes,  from  taxes  on 
Social  Security  to  wiping  out  sugar 
quotas,  need  congressional  approval. 

Nor  does  Perot  offer  a  cold-turkey 
tax  plan.  Many  changes,  such  as  his 
500-a-gallon  hike  in  the  federal  gasoline 
tax,  are  phased  in  over  five  years. 
Hardly  a  summer  goes  by  when  the 
price  of  gasoline  doesn't  fluctuate  a 
dime  or  more  with  barely  a  murmur 
from  motorists.  Other  taxes,  such  as  a 
two-percentage-point  increase  in  the 
top  income  tax  rate  and  a  limit  on 
mortgage  deductions  for  mansions  and 
vacation  homes,  are  targeted  at  the 
well-to-do.  Spending  cuts  would  be 
spread  over  a  period  of  years,  too.  The 
deficit  would  be  pared  gradually,  with 
savings  ranging  from  $49.5  billion  in 
1994  to  $264.2  billion  in  1998. 

Furthermore,  many  economists  be- 
lieve the  nation  might  receive  an  imme- 
diate reward  for  this  sort  of  austerity. 


Credibility  in  the  credit  markets  wi 
prompt  lower  long-term  interest  rate; 
predicts  a  senior  Federal  Reserve  off 
cial,  who  says:  "The  economics  ar 
pretty  good."  Translation:  The  foe 
would  come  off  the  brake.  DRi/M( 
Graw-Hill,  which  Perot's  staff  hired  t 
crunch  its  numbers,  found  the  pla 
would  boost  private  investment  an 
output  enough  to  offset  higher  taxe 
and  lower  federal  subsidies.  The  yiel 
on  10-year  Treasuries  could  drop  a  fu 
point,  to  5.5%,  says  DRi. 
STRONG  WARNING.  A  decline  in  goverr 
ment  borrowing  and  a  cut  in  rate 
could  start  a  virtuous  cycle  that  woul( 
begin  to  reverse  the  ill  effects  of  th 
1980s.  "One  of  the  reasons  we  may  no 
have  had  a  steep  recovery  from  th 
recession  thus  far  is  that  the  defici 
has  been  hanging  like  a  pall  over  ev 
erything,"  explains  Alice  M.  Rivlin,  for 
mer  director  of  the  Congressional  Bud 
get  Office. 

And  Perot's  plan  isn't  the  harsh  pre 
scription  some  make  it  out  to  be.  Fo 
example,  it  does  not  end  Treasury'; 
raid  on  the  Social  Security  trust  fund 
The  government  will  go  on  spending 
the  fund's  surplus,  while  depositing 
lou's  in  the  retirement  accounts  of  to 
day's  workers — markers  that  will  havt 
to  be  paid  by  today's  schoolchildren 

Despite  such  deficiencies  in  Perot's 
blueprint,  the  real  danger  to  the  econo 
my  in  this  campaign  lies  in  voters  send 
ing  a  message  to  politicians  that  the> 
don't  care.  Every  President  in  moderr 
times  has  taken  office  with  a  pledge  tc 
balance  the  budget.  Perot's  plan  warns 
them  of  how  hard  it  will  be,  and  how 
difficult  they  will  find  it  to  make  prog 
ress  in  cutting  the  deficit  without  a 
popular  mandate.  Waiting  will  onl^ 
make  the  problem  more  painful  to  fix 


INVESTMENTS 


PLAN:  Provide  a  10%  investment  tax  credit, 
extend  the  R&D  tax  credit,  and  provide  a 
s  tax  cut  on  new  investments 


ritical 


PEROT'S  PRESCRIPTIONS 


REVENUE  INCREASES 


PUN:  Raise  the  income  tax  rate  from  31% 
to  33%  for  top  wage  earners.  Increase  tax- 
es on  Social  Security  benefits  for  about  18% 
of  retirees.  Scrap  mortgage  interest  deduc 

d  for  vaca 


SPENDING  CUTS 


PIAN:  Require  federal  departments  to  cut 
15%  from  discretionary  budgets.  Cut  the 
defense  budget  by  an  additional  $40  billion 
over  five  years.  Increase  user  fees  and 
eliminate  subsidies  for  the  wealthy.  Cut 

by  raising 
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»N  9"  CONCERT  IN  PORTLAND,  ORE.:  FIGHTING  A  SWEEPING  ANTIGAY  INITIATIVE 


IROW  THE  BUMS  OUT, 

ID  OTHER  GREAT  INITIATIVES 


St  of  ballot  proposals  will  give  steamed-up  voters  the  final  say 


Nov.  3,  voters  in  Colorado  will 
Bbe  asked  to  protect  lactating 
F  bears  and  their  cubs  by  outlaw- 
he  61-day  spring  bear-hunting  sea- 
rhe  ballot  initiative  pits  CUB — Colo- 
is  United  for  Bears — against 
adans  for  Wildlife  Conservation 
,  made  up  of  hunters  and  backed  by 
Jational  Rifle  Assn.  "God  gave  us 
lion  over  the  animals,"  argues  cwc 
urer  Larry  E.  Strohl.  Counters  CUB 
urer  Michael  L.  Smith:  "If  you  kill 
lursing  mother,  the  cubs  have  no 
:o  survive." 

iticians  in  some  15  states  may  soon 
reason  to  envy  those  mama  bears, 
ast  somebody  is  on  their  side, 
any  election  year,  ballot  initiatives 
1  useful  barometer  of 
;  concerns.  In  1982,  as 
ileagan  Administration 
rattling  its  saber  at  the 
empire,"  voters  in  11 
j  nervously  pondered  a 
ar  freeze.  This  year,  hos- 
toward  politicians  is  the 
lant  theme.  Among  the 
ar  subplots:  attempts  at 
vely  painless  tax  hikes, 
:o  curb  the  rights  of  ho- 
xuals,  and  drives  to 
I    Corporate  America 
ler  and  cleaner. 
?  big  losers  are  likely  to 
;cted  officials:  Term  limi- 
1  is  on  the  ballot  in  15  of 


the  23  states  that  allow  citizen  initia- 
tives. Typical  is  Florida's  "Eight  is 
Enough"  amendment,  limiting  top  state 
and  federal  officials  to  eight  consecutive 
years  in  office. 

And  there's  no  shortage  of  conten- 
tious social  issues.  Most  notable  are  anti- 
gay  measures  in  Oregon  and  Colorado. 
Oregon's  Ballot  Measure  Nine  asks  vot- 
ers to  condemn  homosexuality  as  "ab- 
normal, wrong,  unnatural,  and  per- 
verse." It  not  only  eliminates  sexual 
orientation  as  a  basis  for  affirmative- 
action  hiring  but  requires  the  state  and 
public  schools  to  discourage  homosexual- 
ity. That  means  the  state  might  have  to 
fire  gay  and  lesbian  teachers  and  others 
who  come  in  contact  with  children. 


TARGETS  ON  THE  1992  BALLOT 

FOOD  COMPANIES  Ma  ssachusetts  voters  can  decide  to  set  strict 
limits  on  how  consumer  goods  ore  packaged.  An  Ohio  measure 
would  require  labels  on  consumer  products  to  note  the  presence  of 
any  carcinogenic  chemicals 

POLITICIANS  Initiatives  to  limit  the  terms  of  state  and  federal 
elected  officials  are  on  the  ballot  in  15  states 
HOMOSEXUALS  Colo  rado  and  Oregon  both  have  initiatives  that 
would  rescind  laws  barring  discrimination  against  gays  and  lesbi- 
ans. Oregon's  would  require  the  state  to  discourage  homosexuality 
SMOKERS  AND  GAMBLERS  Voters  in  Arkansas  and  Massachusetts 
are  being  asked  to  hike  cigarette  taxes.  Oklahomans  will  decide 
whether  to  tax  bingo  sets  and  gambling  paraphernalia 


HUNTERS  To  protect  mother  bears  and  their  cubs,  Colorado  voters 
are  being  asked  to  outlaw  the  spring  61 -day  bear-hunting  season 


Measure  Nine  is  backed  by  religious 
conservatives,  including  televangelist 
Pat  Robertson's  Christian  Coalition.  Ral- 
lying against  them  under  the  banner 
"No  On  9"  are  homosexual  groups, 
mainstream  churches,  major  "labor 
unions,  and  business  groups.  On  Sept. 
10,  alternative  rockers  Nirvana,  from  Se- 
attle, played  a  concert  to  benefit  No  On 
9.  Both  sides  are  spending  hundreds  of 
thousands  of  dollars  on  a  vote  that 
should  go  down  to  the  wire. 

Colorado's  Amendment  2  is  less  re- 
strictive but  would  still  ban  protected 
status  for  homosexuals  and  repeal  laws 
in  Denver  and  Aspen  that  bar  discrimi- 
nation based  on  sexual  orientation. 
Equal  Protection  Campaign  Colorado, 
which  is  fighting  Amendment  2,  has 
raised  $340,000.  Its  opponent,  Colora- 
dans  for  Family  Values,  has  raised 
$227,000.  Early  polls  showed  Amend- 
ment 2  would  be  defeated,  but  the  fam- 
ily-values forces  are  narrowing  the  gap. 
SIN  TAXES.  Many  states  also  are  trying 
to  win  public  approval  for  various  cre- 
ative revenue-raisers.  Oklahoma  voters 
will  decide  whether  to  tax  not  gambling 
itself  but  bingo  sets  and  other  gambling 
paraphernalia.  Massachusetts  and  Ar- 
kansas want  to  raise  cigarette  taxes. 

Those  measures  aren't  likely  to  be  as 
popular  as  tax-relief  initiatives.  Colorado 
and  Connecticut  will  vote  on  tax-limita- 
tion measures,  and  Californians  will  de- 
cide whether  to  discontinue  an  unpopu- 
lar tax  on  junk  food. 

Business  is  having  a  fairly  easy  time 
of  it.  But  companies  aren't  getting  off 
scot-free.  California's  Proposition  167 
would  hike  taxes  on  business  and  the 
wealthy.  In  Massachusetts,  voters  will 
decide  on  a  measure  that  would  require 
packaging  used  or  sold  in  the  state  to  be 
reusable  or  made  at  least  in  part  from 
recycled  or  recyclable  materials. 

And  consumer-products  companies 
from  around  the  country  are  keeping 
tabs  on  Ohio's  Issue  Five.  It  would  re- 
quire consumer-products  makers  to  note 
on  the  labels  of  their  goods  the  presence 
of  any  cancer-causing  or  birth-defect- 
causing  chemicals.  Issue  Five 
opponents  say  the  measure 
would  cost  consumers  $2.2  bil- 
lion in  the  first  year.  Citizen 
Action,  which  scoffs  at  that 
figure,  warns  in  its  ads: 
"What  you  don't  know  can 
hurt  you." 

Bears,  food  labels,  and  tax- 
es: Such  are  the  concerns  of 
the  voters  this  year.  But  poli- 
ticians, take  note.  However  di- 
vided the  electorate  is,  most 
seem  to  agree  on  one  slogan: 
"Throw  the  bums  out." 
By  Sandra  D.  Atchison  in  Den- 
ver, with  Dori  Jones  Vang  in 
Seattle  and  bureau  reports 
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RESEARCH! 


BERKELEY  PROFESSOR  VAN  DUZER  (CENTER)  IN  THE  LAB:  SPEEDING  COMPUTER  MEMORIES 


HEY,  YOU  IN  THE  IVORY 
TOWER.  COME  ON  DOWN 


Wasliington  is  pushing  to  make  scientific  research  more  practical 


When  the  guns  of  World  War  II 
fell  silent,  one  of  the  big  win- 
ners was  science.  By  taming 
the  atom,  bringing  lifesaving  penicillin 
to  the  battlefield,  and  creating  advanced 
weapons,  "science  proved  to  be  phenom- 
enally successful  in  winning  the  war," 
says  Dr.  Bernadine  P.  Healy,  director  of 
the  National  Institutes  of  Health.  The 
researchers'  reward:  a  federal 
policy  that  funneled  huge 
sums  into  U.  S.  labs  on  the 
notion  that  scientific  research 
would  boost  America's  securi- 
ty and  standard  of  living. 
"New  products,  new  indus- 
tries, and  more  jobs  reciuire 
continuous  additions  to  knowl- 
edge of  the  laws  of  nature," 
argued  Vannevar  Bush,  head 
of  the  wartime  Office  of  Sci- 
entific Research  &  Develop- 
ment, in  1945. 

Now,  with  the  U.  S.  waging 
an  economic  war,  that  lofty 
goal  needs  some  revision,  say 
some  high-tech  chief  execu- 
tives and  competitiveness 
pundits.  And  Washington  is 
finally  heeding  their  call.  In 
new  programs  and  directives. 
Congress,  science  agencies, 
and  even  the  Bush  Adminis- 


tration are  yanking  science  down  from 
its  ivory  tower  and  demanding  that  it 
better  serve  the  economy  and  society  (ta- 
ble). "We  are  in  the  middle  of  a  para- 
digm shift  in  science  and  technology  pol- 
icy," says  Erich  Bloch,  former  director 
of  the  National  Science  Foundation. 

Driving  this  potentially  profound 
change  is  a  growing  belief  that  the  $76 


UNCLE  SAM'S  SCIENCE  EXPERIMENTS 


billion  Uncle  Sam  invests  each  yea  ir, 
research  and  development,  while  stilre- 
sulting  in  Nobel  prizes  and  smart  wij. 
ons,  isn't  paying  off  more  broadly, 
evidence  is  everywhere,  from  prod^t 
such  as  lasers  and  videocassette  recx 
ers  that  were  invented  in  the  U.  S.  u 
commercialized  in  Japan,  to  sobering  :;: 
tistics  on  infant  mortality.  "It's  almo,; 
paradox,"  explains  Charles  V.  Shankj: 
rector  of  Lawrence  Berkeley  Laborx 
ry.  "We  have  the  best  fundamentaln 
search,  but  we've  not  been  able  to  '■r' 
value  for  it."  , 
'KICKING  AND  SCREAMING.'  Some  of  1t 
blame  for  this  failure  goes  to  scientt.- 
themselves,  says  the  NiH's  Healy.  "W= 
happened  is  that  we  lost  sight  of  Vai  e 
var  Bush's  original  premise  that  b;ii 
research  should  be  targeted  to  tangii. 
goals,"  she  says.  "The  academic  comia- 
nity,  with  its  ivory-tower  m.indft 
thought  science  was  an  end  in  itself. 

Washington  is  about  to  change  t 
that.  The  Senate  committee  that  fui 
the  NSF  has  directed  the  agency  "to  t; 
a  more  activist  role  in  transferring 
results  of  basic  research  . . .  into 
marketplace."  The  National  Institutes 
Health  is  putting  the  final  touches  oi 
grand  strategic  plan  that  states  that 
major  goal  of  the  NlH's  $10  billion  b 
get  is  "to  enhance  the  nation's  econor 
well-being."  Separately,  the  Ener 
Dept.  plans  to  spend  more  than 
million  to  transfer  weapons  technolo 
from  the  national  labs  to  industry. 

Meanwhile,  on  Sept.  23,  the  Hoi 
passed  a  bill  authorizing  $2.2  billion 
research  in  such  commercially  valual 
areas  as  advanced  ceramics,  roboti- 
and  new  manufacturing  technologit 
Even  the  White  House,  which  has  loi 
resisted  funding  such  research  becau 
of  an  ideological  opposition 
industrial  policy,  "is  beii 
dragged  kicking  and  screai 


Washington  is  moving  toward  a  new  science  and  technology  policy 
that  puts  more  emphasis  on  practical  research.  A  few  new  pro- 
grams already  exist.  Others  are  on  the  drawing  board: 


EXISTING  EFFORTS 


ADVANCED  TECHNOLOGY  PROGRAM  $50  million  in  1 992  to  support 
R&D  in  everything  from  ceramics  and  robotics  to  superconductivity 

HIGH-PERFORMANCE  COMPUTING  INITIATIVE  $655  million  in  1992 
to  develop  faster  computers  and  an  "information  superhighway" 

MANUFACTURING  TECHNOLOGY  CENTERS  $  1 5  million  to  support 
seven  centers  to  bring  manufacturing  technology  to  small  factories 


ON  THE  DRAWING  BOARD 


CIVILIAN  TECHNOLOGY  AGENCY  A  counterpart  to  the  National  Sci- 
ence Foundation  that  would  focus  on  applied  research 

CIVILIAN  TECHNOLOGY  DEVELOPMENT  CORPORATION  A  new  agen- 
cy to  fund  companies  commercializing  new  technologies 

ADVANCED  MANUFACTURING  INITIATIVE  Increased  federal  funding 
for  R&D  in  machine  tools  and  high-tech  manufacturing 

DATA:  BW 


mg  mto  a  more  actr 
stance,"  says  Kenneth 
Flamm,  a  senior  fellow  at  tl 
Brookings  Institution.  In 
Sept.  25  speech,  Presidei 
Bush  acknowledged  the  ii 
portance  of  federal  funds  f( 
civilian  technologies.  "To  w 
today's  economic  competitio 
we  must  have  processes  th; 
can  speed  the  route  from  tl 
laboratory  to  the  marke 
place,"  he  declared.  "We  nee 
investments  in  applied  R&D. 
Concludes  one  congression; 
science-policy  analyst:  "Su( 
denly,  all  of  these  current 
have  come  together." 

The  trend,  which  Arkansa 
Governor  Bill  Clinton's  tecl 
nology  policies  would  accelei 
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f  he  is  elected  President  in  Novem- 

is  already  bearing  fruit.  At  the 
ersity  of  California  at  Berkeley, 
rical  engineer  and  computer  scien- 
^heodore  Van  Duzer  is  marrying  su- 
)nductors  with  computer  chips  with 
foal  of  dramatically  speeding  up  ac- 

to  computer  memories.  The  re- 
;h,  conducted  with  colleagues  at  su- 
)nductivity  startup  Conductus  Inc. 
other  companies,  is  funded  by  $7.4 
)n  over  five  years  from  the  nascent 
iHced  Technology  Program  at  the 
Tierce  Dept.  "This  is  a  major  effort 
ing  a  technology  to  system  applica- 
,"  says  Van  Duzer.  "Programs  like 
ire  really  critical." 
other  example  of  linking  science 
the  marketplace,  says  NSF  Director 
er  E.  Massey,  is  a  project  at  the 
achusetts  Institute  of  Technology, 
schools  of  management  and  engi- 
ng  are  joining  forces  to  find  ways 
ring  manufacturing  expertise  into 
ioardroom.  "The  science  community 
?ome  up  with  many  more  creative 

like  that,"  Massey  says. 
R  FUNDS?  But  Washington's  push 
rd  practicality  has  many  scientists 
ied.  They  fear  that  the  only  pure 
ce  projects  that  will  get  funded  are 
'.,  such  as  the  $8  billion  supercol- 

that  double  as  jobs  programs, 
ey  may  have  a  point.  University  sci- 
ts  are  already  complaining  of  a 
ng  shortage,  and  the  problem  is 
ig  worse.  On  Sept.  25,  Congress  cut 
iSF's  1993  research  budget  by  $13 
in  while  asking  for  an  increased  em- 
s  on  applied  science.  The  result 

be  a  big  drop  in  funding  for  basic 
ce.  That's  bad  policy,  says  Purdue 
3rsity  physicist  David  Nolte.  "In- 
•y  is  already  moving  from  basic  re- 
h  to  applied  research,"  he  notes. 
SF  does  the  same  thing,  then  in  five 
;'  time,  there  won't  be  any  new 

to  develop."  And  ironically,  says 
ersity  of  Maryland  physicist  Robert 
irk,  "this  is  all  occurring  just  as  the 
lese  have  concluded  that  they  are 
loing  enough  basic  research." 
w  members  of  Congress  are  sympa- 
:  to  such  fears.  The  scientists  "have 
iching  faith  that  if  you  just  pour 
■y  into  basic  science,  good  things 

come  out,"  says  Representative 
ge  E.  Brown  Jr.  (D-Calif.),  chairman 
e  House  Science,  Space  &  Technol- 
Committee.  "That's  not  right."  He 
!nds  it's  possible  to  stay  strong  in 

science  and  speed  its  use  by  indus- 
/ithout  increasing  federal  spending, 
that  will  take  a  new  science-and- 
lology  policy  from  a  Washington 
3  capable  of  setting  priorities — and 
icerted  effort  by  taxpayer-support- 
:ientists  to  push  their  dreams  and 
veries  out  of  the  lab. 

By  John  Carey  in  Washington 


STRATEGIES  I 


EXODUS  AT 
THE  POST  OFFICE 


An  early-retirement  offer  draws  thousands  more  takers  than  expected 


When  Postmaster  General  Mar- 
vin T.  Runyon  announced  an 
early-departure  program  in 
July,  his  goal  was  to  entice  30,000  man- 
agers to  leave  the  725,000-strong  U.  S. 
Postal  Service  payroll.  To  calm  custom- 
ers' fears,  he  pledged  he  wouldn't  elimi- 
nate the  jobs  of  mail  handlers  or  staff- 
ers who  directly  serve  customers.  "The 
people  we  are  cutting  out  are  not  people 
who  ever  touch  the  mail,"  he  said  in  late 
August.  "So  we  are  not  slowing  down 
mail  delivery." 

It's  not  working  out  quite  that  wav 
By  the  Oct.  3  deadline, 
46,000  Postal  Service 
employees  are  expect- 
ed to  bail  out.  Nearly 
30,000  of  them  help  de- 
liver the  mail  or  have 
contact  with  custom- 
ers (table).  At  the  Fed- 
eral Station  Post  Of- 
fice in  downtown  Los 
Angeles,  for  example, 
nearly  209!  of  the  staff 
is  opting  to  leave,  in- 
cluding 6  of  10  window 
clerks.  Making  mat- 
ters worse,  the  line 
workers  will  be  stroll- 
ing out  just  as  the 
election  and  Christmas 
mail  roll  in,  and  the 
heaviest  traffic  of  the 
year  will  be  handled 
by  a  reduced  staff  with  less  experience. 
That  troubles  some  big  Postal  Service 
customers.  "We're  concerned,"  says 
Deane  D.  Realy,  director  of  postal  af- 
fairs at  Time  Warner  Inc.  "We'll  be 
watching  this  very  carefully." 
PRIME  CUTS.  Runyon,  a  former  chairman 
of  the  Tennessee  Valley  Authority  who 
earned  the  nickname  "Carvin'  Marvin" 
while  slashing  the  tva's  staff,  is  taking 
all  this  in  stride.  He  insists  the  transition 
will  be  invisible  to  the  public.  The  Post- 
master General  set  up  a  task  force  that 
has  drafted  plans  for  retraining  work- 
ers, hiring  temporary  help  to  fill  in 
where  needed,  and  speeding  up  automa- 
tion. The  remaining  Postal  Service  work- 
ers may  be  able  to  carry  home  far  fatter 
paychecks  by  working  overtime.  A  letter 
carrier  earning  $32,000  annually  could 
earn  $2,264  more  by  working  10  extra 
hours  a  week  in  the  last  quarter.  And 
Runyon  intends  to  refill  the  depleted 
ranks  of  line  employees  who  help  the 


mail  get  to  its  destination.  "We  have 
everything  under  control,"  Runyon  says. 

Perhaps  the  biggest  reason  Runyon 
and  others  are  confident  that  the  Postal 
Service  can  weather  the  turmoil  is  that 
even  with  the  retirements,  the  service 
remains  grossly  overstaffed,  especially 
with  managers  and  supervisors,  despite 
actions  by  Runyon's  predecessor,  Antho- 
ny M.  Frank,  to  cut  the  payroll  by 
55,000.  Runyon  hasn't  stopped  hacking 
away  at  the  bureaucracy:  On  Sept.  29, 
he  extended  the  deadline  for  managers 
to  take  early  retire- 
ment to  Nov.  20.  He 
liopes  by  1995  to  elimi- 
nate an  additional 
.')0,000  slots,  many  of 
them  managerial, 
tlirough  attrition. 
WORKERS'  FRIEND.  The 

battle  against  the 
bosses  has  earned 
Runyon  the  support  of 
the  Postal  Service's 
rank  and  file.  It's  the 
managers'  association 
that's  apoplectic — not 
to  mention  short  of  ef- 
fective countermea- 
sures,  since  the  depar- 
tures are  voluntary. 
"We  knew  we  needed 
some  surgery,  but  in- 
stead of  Dr.  Kildare, 
we  got  Freddy  Kreu- 
ger,"  moans  Vincent  Palladino,  president 
of  the  National  Association  of  Postal 
Supervisors. 

While  Runyon  is  emphasizing  person- 
nel cuts,  he's  also  trying  to  get  rid  of 
needless  paperwork  and  misguided  pro- 
grams. "He  has  an  outstanding  record 
for  controlling  costs,"  notes  Realy. 
When  Runyon  learned  that  two  offices 
at  headquarters  both  produced  regular 
reports  on  the  same  topic,  he  junked  not 
one  report  but  two.  And  bulk  mailers 
will  no  longer  get  free  rubber  bands 
from  the  post  office.  It  turns  out  that 
the  customers  hated  putting  them  on 
bundles  of  mail  and  postal  employees 
didn't  like  taking  them  off. 

Customers  think  that  even  if  there  are 
some  snafus  later  this  year,  the  payoff 
down  the  road  will  be  worth  it.  A  long- 
term  strategy  for  slicirig  the  bloat  out  of 
the  Postal  Service  is  something  they 
think  Runyon  can  deliver. 

By  Mark  Lewyn  in  Washington 


BUSINESS  WEEK/OCTOBER  12,  1992  33 


THE  GAP  IS  AMONG  A  SLEW  OF  COMPANIES  LIKELY  TO  SHOW  DISAPPOINTING  PROFITS 


A  NASTY  OCTOBER  SURPRISE 
ON  THE  LEDGER  BOOKS 


After  upbeat  earnings  predictions,  investors  may  be  in  for  a  letdown 


O 


ne  recent  morning,  Herman  E. 
Mitchell  got  an  unwelcome  jolt 
with  his  coffee  and  newspaper. 
Analysts,  the  paper  said,  were  slashing 
their  third-quarter  estimates  of  earnings 
for  Ford  Motor  Co.  after  the  auto  maker 
admitted  to  sales  problems  in  Europe. 
Next  day,  Mitchell's  Ford  shares  fell  47' , 
to  38%.  And  that  was  just  the  latest  in  a 
series  of  nasty  earnings  surprises  that 
have  battered  the  Boston-based  medical 
researcher's  portfolio:  His  Stac  Electron- 
ics shares,  for  example,  lost  427  of  their 
value  in  one  day,  after  analysts  cut  rat- 
ings on  the  software  startup.  "I'm  get- 
ting whipped,"  says  Mitchell.  "I  was 
sucked  into  the  market 
thinking  Bush  would 
pump  u|)  the  economy 
before  the  election. 
It  was  an  absolute 
mistake." 

Mitchell  has  plenty  of 
company.  In  recent 
weeks,  disappointed  in- 
vestors have  faced  a 
steady  stream  of  stock- 
hammering  reports  of 
lower-than-expected 
third-quarter  earnings. 
Federal  Express,  Medi- 
cal Care  America,  The 
Gap,  and  a  slew  of  oth- 


ers have  signaled  or  reported  surprising- 
ly poor  profits  for  the  summer  quarter. 

Surprise  is  the  key  word  here.  As  re- 
cently as  July  15,  analysts  were  predict- 
ing that  third-quarter  profits  would 
match  the  second  quarter's  strong  22% 
year-over-year  gain.  Wall  Street  was 
hoping  that  the  year's  relentless  rounds 
of  layoffs  and  the  quarter's  historically 
low  interest  rates  would  translate  into 
another  spate  of  reassuring  gains.  But 
as  the  summer  wore  on,  analysts  began 
lowering  their  expectations.  Now,  Wall 
Street  figures  the  Standard  &  Poor's 
500-stock  index  will  post  a  profit  rise  of 
just  14.47"  (chart). 


THE  THIRD  QUARTER'S  TOP  10 


LOWER  EXPEaATIOHS 


34  BUSINESS  WEEK 


Industry                     Expected  earnings  growth 

BROADCASTERS/CABLE-TV 

691.2% 

COMMUNICATIONS  EQUIPMENT 

151.4 

COMPUTER  SYSTEMS 

146.7 

SEMICONDUCTORS 

123.4 

MACHINE  TOOLS 

121.4 

REGIONAL  BANKS 

112.2 

NEWSPAPER  PUBLISHING 

104.3 

BIG  OIL— DOMESTIC 

83.4 

AFTERMARKET  AUTO  PARTS 

73.8 

TRUCKING 

71.7 

THIRD-QUARTER  EARNINGS  GROWTH 
ESTIMATES  FOR  S&P  SOO  VS. 
YEAR-AGO  QUARTER 


There's  a  chance  the  earnings  repo 
will  turn  out  to  be  even  worse  than  tt" 
The  broad  market  seems  to  be  shr 
ging  the  surprises  off — in  September 
even  edged  up  a  tad.  But  stocks  are  s 
trading  at  nearly  20  times  estimai 
Ut92  earnings.  Oppenheimer  &  Co.  m 
ket  strategist  E.  Michael  Metz  s; 
that's  too  optimistic:  "There  are  m< 
disappointments  to  come." 
POCKETS  OF  STRENGTH.  The  problem— 
surprise  here — is  the  economy,  wh 
took  an  unexpected  downward  turn  t 
summer.  Unemployment  ticked 
wages  fell,  and  consumers  held  tight 
their  wallets.  All  that  meant  compan 
were  forced  to  cut  into  profits  by  ho 
ing  the  line  on  prices.  "Companies  ca 
raise  prices  without  getting  slammed 
sales,"  says  Fidelity  Investment's  ch 
economist,  Lincoln  Anderson. 

Not  all  companies  and  their  stockho 
ers  are  hurting,  of  course  (table).  Bro; 
casters  and  cable  companies,  for 
stance,  are  reaping  the  benefits  of 
modest  improvement  in  ad  reven 
boosted  bv'  Olympics  and  election-relat 
spending.  And  while  none  of  the 
Three  carmakers  will  make  money  t 
quarter,  replacement  auto-parts  com 
nies  are  tearing  up  the  streets.  Go( 
year  Tire  &  Rubber  Co.  Chairman  St; 
ley  C.  Gault  said  in  a  recent  statem* 
that  his  company,  boosted  by  new  pn 
ucts  and  stronger  distribution,  should 
a  new  sales  record  this  quarter.  Wh 
Goodyear's  third-quarter  revenues  w 
be  up  8%  or  so,  profits  will  rise  as  mu 
as  227',  thanks  to  a  retrenchment 
fatter  margins  on  its  tires. 

Of  course,  no  business  knows  mo 
about  socking  away  cash  than  bankir 
And  bank  profits  will  increase  more  th 
1127^  over  IBOl's  third  quarter.  Lende 
aren't  making  much  of  that  from  loai 
Instead,  they're  investing  in  relative 
high-paying  government  bonds  wh 
ratcheting  down  rates  paid  to  depositoi 
Meanwhile,  "troubled  loans  are  gradu; 
ly  becoming  less  of  a  problem,  and  thai 
bringing  costs  down,"  says  Gerard  Ce 
sidy,  bank  analyst  wil 
Tucker,  Anthony  Inc 
Technology  comp 
nies  are,  as  usual, 
mixed  lot.  Prudenti 
Securities  Inc.  expec 
the  business  to 
among  the  big  winne 
this  quarter,  than 
partly  to  big  sales  1 
personal-computer  ma 
ers.  Despite  a  brut 
price  war,  the  PC  ai 
components  business' 
"are  performing  fund 
mentally  better  in  a  d 
ficult  environment  th; 
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GET  OFF  THE  BEATEN  PATH  WITHOUT  LEAVING  TOWN.  If  you  love  driving, 
,  you're  always  looking  for  a  better  way  to  get  from  here  to  there.  That's  the  philosophy  behind  the 
1993  Mazda  626  ES.  Because  in  a  class  of  cars  that  strives  to  be  average,  this  car  has  unique  virtues 
and  a  character  all  its  own.  ^  Its  elegant  exterior  echoes  the  curves  of  a  coastal  highway,  while  the  interior 
:radles  you  in  comfort  and  security.  A  24-valve,  aluminum  alloy  V6  is  one  of  the  smoothest,  quietest  piston 
sngines  in  the  world.  And  an  agile  suspension  gives  you  the  advantage  in  tight  traffic.  Harmony  of  style  and 
performance  set  this  new  626  apart.  Qualities  that  are  at  the  heart  of  every  Mazda.  i^H^i  So  take  to  the  road  in 
the  all-new  Mazda  626  ES.  And  discover  how  it  feels  to  go  your  own  way  every  time  you  turn  the  key. 
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they  had  been  over  the  past  LS  months," 
says  Bruce  M.  Lupatkin,  director  of 
technology  research  at  Hambrecht  & 
Quist  Inc.  Software  houses  that  build 
computer  networks  are  growing  at  a 
breakneck  pace.  But  software  develop- 
ers, mini  makers,  and  some  computer 
giants — notal)ly  IBM — are  among  the  sad 
sacks. 

GREAT  EXPECTATIONS.  With  expectations 
for  strong  profit  gains  so  high  at  the 
start  of  the  quarter,  comjjanies  that  dis- 
ap{)oint  are  being  hammered.  When 
Medical  Care  America  Inc.,  for  instance, 
warned  on  Sept.  25  that  profits  would  be 
some  207'  lower  than  expected,  the  com- 
pany's stock  plunged  577  in  one  day.  It 
surely  didn't  brighten  the  outlook  of 
health  care  investors  that  Governor  Bill 
Clinton  that  same  day  pledged  to  cap 
medical  costs  if  he's  elected  President. 

Even  companies  that  once  looked  sur- 
{jrise-proof  are  proving  the  contrary. 
Federal  Express  shares  dropped  77  on 
Sept.  16,  when  it  shocked  Wall  Street  by 
announcing  a  297  drop  in  profits  for  its 
first  quarter,  ended  Aug.  31.  And  The 
Gap  danced  through  recession-plagued 
1991  with  double-digit  sales  gains  on  a 
winning  formula  of  "good  style,  good 
quality,  good  value."  But  growth  in 
monthly  same-store  sales  has  eblied  to 
about  67.  That  led  Dean  Witter  Finan- 
cial Services  Inc.  analyst  Donald  Trott  to 
lower  his  third-quarter  estimate  from  47 
cents  to  44 — the  third  time  he  has  cut 
Gap  estimates  this  year. 

What's  done  is  done.  What  about  the 
fourth  quarter?  Oppenheimer's  Metz 
says  the  market  is  "in  a  period  of  down- 
ward adjustment."  The  best  investors 
can  hope  for,  he  says,  is  a  liig  drop  in 
European  interest  rates,  which  would 


Software  houses  that 
specialize  in  building 
computer  networks  ai"e 
growing  at  a  breakneck  pace 


help  sales  of  U.  S.  goods  over  there.  Oth- 
ers, like  Goldman,  Sachs  &  Co.  market 
strategist  Abby  J.  Cohen  faithfully 
await  a  recovery  in  the  economy — and  a 
stampede  of  bulls  in  the  market. 

Meantime,  Herman  Mitchell  is  ner- 
vously sitting  on  the  sidelines.  "I'm  not 
going  to  make  a  move  until  my  stocks 
improve,  and  then  I'll  sell,"  he  says. 
That,  at  least,  should  make  his  time  with 
the  morning  paper  less  stressful. 
Bji  Geoffrey  Smith  in  Boston,  with  Zacharij 
Scliiller  in  Cleveland  and  Robert  D.  Hof 
inid  Richard  Brandt  in  San  Francisco 


RETAILING  I 


NOT  EVERYBODY  LOVES 
WAL-MART'S  LOW  PRICES 


Three  small  retailers  are  leading  a  legal  charge  against  the  giant  retail 


Goode  is  suing  Wal-Mart,  with  help 
from  other  druggists  all  over  America 


Al 


Iways  the  Low  Price.  Always." 
Wal-Mart  Stores  Inc.'s  familiar 
slogan  promises  consumers 
that  the  nation's  largest  retailer  offers 
the  best  deals  around.  But  from  small- 
town Arkansas  to  Washington,  angry 
competitors  and  brokers  are  challenging 
the  hardball  tactics  behind  Wal-Mart's 
edge. 

Wal-Mart's  foes  cast  their  battle  as 
David  vs.  Goliath.  In  Conway,  Ark., 
three  independent  drugstores  are  accus- 
ing Wal-Mart  of  violating  a  little-known 
state  law  by  selling  more  than  100  prod- 
ucts— from  Listerine  to  Tagamet — below 
cost,  with  the  intent  of  hurting  rivals 
and  destroying  competition.  "It's  just 
more  and  more  difficult  to  compete," 
complains  Dwayne  Goode,  owner  of 
American  Drugs  Inc.  and  a  [plaintiff  in 
the  case. 

His  suit  has  struck  a  nerve.  Goode 
says  pharmacists  from  across  the  coun- 
try have  donated  thousands  of  dollars  to 
help  with  his  legal  fight.  Chalk  up 
Round  One  for  Goode:  To  the  surprise  of 
Wal-Mart's  attorney,  on  Sept.  25  a  state 
judge  denied  his  motion  to  dismiss  the 
case. 

In  Washington,  a  coalition  of  indepen- 
dent sales  representatives  and  brokers 
has  asked  the  Federal  Trade  Commis- 
sion to  investigate  Wal-Mart's  long-run- 
ning efforts  to  cut  out  so-called  "middle- 
men." The  group  claims  that  Wal-Mart 
and  several  other  retailers,  which  it 
won't  name,  are  violating  antitrust  laws 
by  trying  to  deal  directly  with  manufac- 
turers, so  they  can  pocket  the  third-par- 


ty commissions.  If  Wal-M 
gets  its  way,  "you'll  h 
very  few  giant  retailers 
ing  business  with  very  i 
giant  suppliers,"  predi 
Robert  C.  Schwarze,  exej 
tive  director  of  the  coaliti 
Wal-Mart  contends  that 
challenge  of  supplying 
2,000  stores  means  it  m 
deal  with  manufacturers 
rectly.  Such  relationsh 
lead  to  greater  efficier 
and  lower  prices,  the  retai 
says. 

Wal-Mart's  appeal  to  c 
sumers  could  make  it  di 
cult  for  its  challengers 
win  in  the  court  of  put 
opinion.  Penny-pinching  shoppers  ty 
cally  are  more  concerned  with  toda 
recession  than  tomorrow's  competit 
landscape.  Nor  have  regulators  sho^ 
much  sympathy. 

Winning  predatory  pricing  claims 
the  courts  presents  a  steep  challen; 
too.  "The  courts  are  very  skeptical  abc 
these  cases,"  says  Lloyd  Constantii 
former  chief  of  antitrust  enforceme 
for  the  New  York  Attorney  Genera 
office.  Plaintiffs  often  must  show  r 
only  that  a  rival  is  selling  below  cost 
an  ill-defined  concept,  thanks  to  ovi 
head  and  other  factors — but  that  it 
doing  so  with  the  intent  of  creating 
monopoly  so  it  can  raise  prices  lat( 
Some  courts  have  held  that  the  mono{ 
ly  must  be  strong  enough  to  preve 
challengers  from  reentering  the  mark^ 
CONSUMERS'  FRIEND.  In  the  Conw: 
case,  Wal-Mart  is  playing  its  consum 
advocate  role  to  the  hilt.  The  compai 
argues  that  even  if  it  did  sell  produc 
below  cost,  it  was  responding  to  comp' 
itors'  prices  and  not  trying  to  injure 
vals.  Wal-Mart's  outside  attorney.  Pet 
G.  Kumpe,  claims  that  drugstore  comf 
tition  in  Conway  is  strong  and  that  tho 
suing  Wal-Mart  have  seen  gross  pro: 
margins  climb  recently.  So  why  the  la' 
suit?  "Any  businessman  who  c; 
achieve  protection  from  aggressive  pr; 
ing  has  an  easier  time  of  it,"  he  says 
Wal-Mart's  lawyer  isn't  the  only  oi 
who  thinks  his  opponents  might  be  pic 
ing  the  wrong  battle.  With  its  low  a 
ministrative  costs  and  huge  buying  poi 
er,   Wal-Mart  could  underprice 
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'S  AMAZIHIi  WHAT  AMEBICAHS 
ILL  GO  THROUGH  TO  OWN  A  HOME. 


^ush  hour.  Red  lights.  Road 
7ards.  Americans 
willing  to  make  sacrifices  in 
er  to  own  a  home.  Given  a 
ice,  they'll  commute  an  hour 
more  to  a  home  they  can 
3rd  to  own  rather  than  rent 
se  to  work.  That's  what  we 
nd  out  at  Fannie  Mae,  after 
ducting  a  landmark  National 


jsing  Survey.  M  the  1.500 
iple  we  polled,  the  over- 
timing majority  were  willing 


nake  major  tradeoffs  to 


ieve  homeownership.  By  a 
e  to  one  margin,  they'd  rather 

a  home  than  retire  10  years 
y,  and  by  a  greater  than  two 
)ne  margin,  they're  willing  to 
k  a  second  job  if  that's  what  it 


takes  to  buy  a  home.(3^^itionally, 
by  a  three  to  one  margin,  Americans 
believe  lack  of  affordable  housing 
is  one  of  the  two  or  three  most 
serious  problems  facing  the  U.S. 
O^Fannie  Mae,  we're  working 
to  help  solve  the  problem.  We 
purchase 
loans  from  a  nationwide  network 
of  about  3,000  lenders,  replen- 
ishing their  mortgage  funds  so 
they  can  lend  to  more  home 
buyers  in  their  communities. 

a  free  copy  of  our  survey 
results,  or  to  find  out  more  about 
our  innovative  ways  of  making 
housing  more  affordable,  call 
1-800-688-HOME  toll-free. 

SHDWIHG  AMERICA 
A  NEW  WAY  HOME. 


smaller  rivals  on  many  products,  even 
without  selling  below  cost.  "If  you  try  to 
compete  with  Wal-Mart  on  a  price  basis, 
you're  going  to  lose.  The  evidence  shows 
that  over  and  over,"  says  Dub  Ashton, 
professor  of  marketing  at  the  University 
of  Arkansas  at  Fayetteville.  Ashton, 
who  has  helped  small  towns  across 
America  maintain  their  "Main  Street" 
businesses  in  the  face  of  Wal-Mart's  on- 


slaught, says  the  key  to  survival  for 
small  retailers  is  personalized  service, 
extended  hours,  and  other  measures 
that  Wal-Mart  can't  match.  Small  retail- 
ers "can't  compete,  but  they  can  co-ex- 
ist," Ashton  says. 

Don't  tell  that  to  Jim  Hendrickson, 
owner  of  Baker  Drug  and  one  of  Wal- 
Mart's  opponents  in  the  Conway  case. 
He  says  he  has  already  moved  heavily 


into  1  ines  that  Wal-Mart  doesn't  can, 
But  as  the  giant  expands  the  size  a 
offerings  of  its  newest  stores,  Hendri 
son  is  finding  less  ground  to  stand 
"They're  just  going  to  take  over  eve 
thing  if  somebody  doesn't  do  son 
thing,"  he  says.  "Doing  something"  s 
cessfully  is  going  to  be  tough.  Thi 
again,  David  had  just  a  slingshot. 

By  Wendy  Zvllncr  in  [)■ 


CABLE  TELEVISION  I 


THE  PUCK  STOPS 
HERE  FOR  ESPH 


It's  paying  top  dollar  for  hockey. 
Is  that  one  sport  too  many? 


The  sports  widows  and  widowers  of 
America  may  not  agree,  but  the 
folks  at  ESPN  think  what  the  nation 
needs  now  is  more  sports  on  TV.  KSPN 
Inc.,  the  24-hour  network  that  already 
offers  everything  from  volleyball  to 
baseball  to  boxing,  is  adding  hockey  to 
its  repertoire  on  Oct.  6,  when  it  begins 
airing  National  Hockey  League  games. 

That's  great  news  for  the  NHL,  which 
is  in  danger  of  dropping  off  the  I'adar 
screens  of  most  sports  fans.  KSFN 
reaches  two-thirds  of  American  house- 
holds with  TV  sets,  three  times  the  num- 
ber reached  by  the  league's  previous  ca- 
ble network,  SportsChannel  America. 

But  is  it  a  score  for  either  KSPN  or  its 
majority  owner,  Capital  Cities/ABC  Inc.? 
The  sports  network  has  been  losing 
about  $40  million  a  year  on  its  $400  mil- 
lion, four-year  baseball  deal,  which  ex- 
pires after  next  season.  The  $80  million 
that  ESPN  is  shelling  out  for  five  years 
of  hockey  is  a  pittance  in  comparison, 
but  it's  more  than  hockey  has  fetched  in 
the  past.  "The  NHL  deal  will  generate 
some  new  ad  dollars  through  exclusive 
programming,"  says  Gerri  Donini,  a  top 
media  buyer  at  Young  &  Rubicam  Inc. 
"But  if  the  i)ast  history  of  hockey  is  any 
measure,  then  it  won't  break  even." 
BIG  APPETITE.  ESF'N  may  be  a  victim  of 
its  (jwn  success.  Founded  in  1979,  the 
network  reaches  61.4  million  subscrib- 
ers, edging  out  CNN  as  the  leader  among 
cable  channels.  With  network  executives 
pondering  the  debut  of  a  second  F.SPN, 
dubbed  ESPN2,  demand  for  programming 
will  become  even  more  acute.  The  sec- 
ond channel  was  to  go  live  in  October 
but  has  been  delayed  pending  the  out- 
come of  congressional  debate  over  rere- 
gulation  of  the  cable  industry.  "ESPN's 
inherent  advantage  is  airtime,"  says  Da- 
vid A.  Klatell,  professor  of  broadcast 
journalism  at  Boston  University.  "But 


THE  KINGS  AND  RANGERS:  THE  NHL  WAS  LOOKING  FOR  NATIONAL  REACH 


they're  constantly  having  to  feed  this 
maw  with  programming." 

ESPN  Chief  Steven  M.  Bornstein  points 
out  that  the  network  has  scored  unlikely 
successes  before.  "When  we  started  air- 
ing [college  basketball]  games  back  in 
1980,  people  said:  'That's  a  sport  that 
only  interests  people  in  Urbana,  111.,'  " 
he  notes.  "Now,  the  NCAA  Championship 
has  become  a  major  national  sporting 
event." 

The  deal's  value  to  the  NHL,  which 
dropped  ESPN  in  1988  to  go  with  Sports- 
Channel  America,  is  easier  to  establish. 
"ESPN's  reach  is  61  million  homes,"  says 
NHL  President  Gil  Stein.  "That's  reason 
enough.  Also,  there  was  the  money  ESPN 
offered.  SportsChannel  couldn't  match 
it."  SCA  isn't  giving  up.  Despite  legal 
setbacks,  it  has  filed  a  state  court  suit 
against  the  NHL  in  New  York. 

ESPN,  however,  doesn't  need  hockey  to 


With  network  executives 
pondering  the  debut  of  a 
second  ESPN,  programming 
demands  will  become  acute 


win  the  sort  of  viewers  advertisers  co 
et.  Young  &  Rubicam  estimates  th; 
ESPN  pulled  in  $282  million  in  ad  rev 
nues  last  year — an  8.57'  increase  froi 
the  year  before.  Although  1992  has  bee 
a  slow  year  for  ad  sales,  Jessica  Rei 
media  and  entertainment  analyst  for  0] 
penheimer  &  Co.,  estimates  that  ESPN 
1992  pretax  profits  will  be  $140  millioi 
And  ESPN  was  "a  very  significant  part 
of  Cap  Cities'  1991  operating  income  c 
$761.2  million,  Reif  says. 
CARS  AND  COLOGNE.  Although  ESP 
won't  divulge  which  major  advertiser 
will  be  sponsoring  hockey,  ther 
shouldn't  be  any  big  surprises.  "Autoi 
sportswear,  and  men's  grooming  pro( 
ucts  will  certainly  be  in  there,"  says  Bo 
Flood,  vice-president  for  national  broa( 
casting  at  DeWitt  Media,  which  buys  aii 
time  for  advertisers.  "Hockey  will  reac 
the  kind  of  younger,  upscale  audienc 
that's  attractive."  But  with  just  days  t 
go  before  the  first  face-off,  ad  sales,  h 
says,  have  only  been  "fair  to  middling. 

The  possible  shortage  of  sponsor 
doesn't  bother  hockey  fans.  "This  is 
hockey  bar,"  says  Joe  Aloi,  bartender  a 
Ives  Corner  Pub  in  Hamden,  Conn.  "Th 
more  hockey,  the  better."  ESPN  exec 
hope  to  feel  the  same  way  in  five  years 
By  Julie  Tilsncr  in  Neiv  Have 
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A  flood.  An  earthquake.  A  hurricane  that  levels  a 
wn.  And  the  American  Red  Cross  is  there.  In  fact, 
ch  year  the  American  Red  Cross  is  there  at  55,000 
sasters— over  150  a  day. 

And  while  the  difterence  between  lite  and  death 
often  still  food,  or  shelter,  this  sheer  number  of 
sasters  demands  that  the  Red  Cross  also  be  able  to 
nd  information  quickly— under  virtually  any  condi- 
)n.  Chapters  need  to  know  the  location  and  scope 

the  disaster,  volunteers  have  to  be  mobilized,  and 
lief  supplies  allocated.  Only  the  most  reliable  mes- 
ging  system  can  be  trusted. 

That's  why  the  American  Red  Cross  uses  AT&T 
isyLink  Services  for  electronic  messaging.  Over 
700  messages  are  transmitted  daily  on  the  AT^T 


EasyLink  network  by  electronic  mail  and  fax.  The 
American  Red  Cross  also  uses  EasyLink  Services  for 
their  Blood  Services  electronic  mail  network.  Crucial 
information  is  transmitted  reliably  in  what  is  truly  a 
"mission  critical"  application. 

Providing  a.ssistance  is  what  the  Red  Cross  is 
about.  Providing  communications  solutions  is  what 
ATc^T  EasyLink  Services  is  about.  And  together,  if  you 
ever  need  them,  they'll  be  there  faster  than  you  ever 
thought  possible. 

ic'1992  AT&T 

The  American  Red  Cross  needs  your  help  To  make  a  financial  contribution,  please 
call  1  800  842-2200  or  send  your  tax-deductible  check  to  the  American  Red  Cross 
disaster  relief  fund,  PO  Box  37243,  Washington,  DC  20013 

For  further  information  on  AT&T  Easylink  Services,  call  your  account  representative 
on  800  242-6005,  Dept  6351 


^ATSiT 

 EasyLink  Services 
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PARENTHOOD: 

A  JOB  RATING 

A  new  survey  of  1,009  parents 
around  the  country  seems  to 
have  found  them  frustrated. 
And  even  if  they  don't  buy  Don 
Quayle's  attacks  on  Murphy 
Brown,  today's  parents  think 
she  may  have  more  influence 
on  their  kids  than  they  do 

Agree  Disagree* 

Quality  of  time  is  83°/°16°/° 
more  important  than  quantity 

A  parent  should  72  27 
spend  a  lot  of  time  with  each 
child  every  day 

Schools,  govern-   86  22 
ment,  the  media,  and  other 
sources  are  more  influential 
on  kids  than  parents 

It's  probably  not  41  54 
as  much  fun  raising  a  kid  as  it 
used  to  be  I 


"Oon't  know' 
onsweis  nol 
included 


DATA: 

BAfiNA  RESEARCH 
CROUP  LTD. 


IBM'S  AX 
SWINGS  FASTER 


►  IBM  is  downsizing  faster 
than  it  planned.  Tlie  company 
says  about  40,000  employees 
will  have  left  by  yearend,  dou- 
ble last  January's  estimate. 
Those  extra  '20,000  vacancies 
will  lop  $1.9  billion  off  10i)2 
earnings.  The  result:  losses 
for  the  third  (luarter  and  pos- 
sibly the  full  year.  Heading 
into  1998,  IBM's  work  force 
will  total  around  800,000, 
down        from  1985  levels. 


CAN  YOU  SAY 
'EQUITY  FOR  DEBT'? 


►  The  shareholders  of  Kinder- 
Care  Learnings  Centers  have 
a  new  word  to  learn:  dilution. 


The  operator  of  child-care  cen- 
ters announced  on  Sept.  28 
that  to  extricate  itself  fr6m 
$590  million  in  debt,  it  will 
give  three  financial  institu- 
tions, led  by  Trust  Co.  of  the 
West,  an  86.57'  equity  stake 
in  exchange  for  wiping  out 
$327  million  in  debt  they  hold. 
The  plan  may  require  a  stop 
in  bankruptcy  court  for  a  pre- 
packaged Chapter  11  filing. 

Hardest-hit  among  existing 
shareholders  will  be  Lodestar 
Group,  a  New  York  buyout 
firm  whose  $158  million  initial 
investment  in  1989  gave  it 
63.57'  control  of  Kinder-Care. 
After  the  recap.  Lodestar's 
stake  will  shrink  to  about  97, 
worth  less  than  $20  million  to- 
day, although  it  may  eventu- 
ally profit  from  warrants  it 
still  holds. 


DON'T  GIVE  UP  ON  THE 
WATER  ENGINE 


►  There's  fairly  strong  new 
evidence  that  seems  to  con- 
firm the  weird  phenomenon 
known  as  cold  fusion.  The  lat- 
est support  comes  from 
Thomas  Droege,  an  electrical 
engineer  at  the  Fermi  Nation- 
al Accelerator  Laboratory.  In 
his  basement  in  Batavia,  111., 
Droege  has  assembled  what 
many  other  scientists  regard 
as  the  world's  most  precise 
cold-fusion  experiment.  After 
months  of  careful  tests,  he 
now  reports  that  his  setup  is 
generating  small  but  signifi- 
cant amounts  of  excess  ener- 
gy in  the  form  of  heat. 

If  cold  fusion  does  prove  to 
be  real,  it  could  revolutionize 


NO,  TUESDAY  YOU  TAKE  OUT  THE  TRASH 


"May  I  speak  to  the  pi-esident?" 

"He's  not  in  today." 

"Well,  I'll  call  tomorrow." 

"I'm  sorry,  he's  not  the  presi- 
dent tomorrow." 

So  goes  the  drill  for  unwitting 
callers  to  Los  Angeles  ad  agen- 
cy Davis  Ball  &  Colombatto. 
Last  month,  Mark  Davis  was 
promoted  to  president  on  even- 
numbered  days.  Brad  Ball  will 
be  president  on  odd  days — so 
he'll  occupy  that  spot  a  few  more  days  each  year  than  D; 

The  unusual  arrangement,  dutifully  noted  on  their  busi 
cards,  reflects  the  partners'  general  irreverence  for  job  ti 
says  Ball,  who  at  one  time  was  director  of  novelties 
paraphernalia  for  the  agency.  More  important,  it's  a  g 
icebreaker  at  parties  and  helps  the  smallish  regional  ag( 
get  noticed — the  mission  of  advertising,  after  all. 

So  what's  Davis'  job  on  those  days  he's  not  presidi 
"That's  easy,"  he  says.  "I'm  king." 


the  energy  business  by  literal- 
ly producing  energy  from  wa- 
ter. And  a  string  of  recent  ex- 
periments suggest  that  "fu- 
sion in  a  jar"  isn't  just 
wishful  thinking:  SRI  Interna- 
tional researcher  Michael 
McKubre,  for  example,  de- 
scribed his  latest  positive  re- 
sults at  a  Sept.  24  Massachu- 
setts Institute  of  Technology 
symposium. 


MACY'S  IS  BACK 
IN  THE  BASEMENT 


►  R.  H.  Macy  reported  yet  an- 
other skein  of  bad  news.  The 
retailer,  which  filed  for  bank- 
ruptcy protection  in  January, 
announced  a  $10  million  oper- 
ating loss  for  the  four  weeks 
ended  Aug.  29.  Sales  at  its 


stores  open  a  year  or  nir 
fell  10.17  for  the  same  |m  r 
On  the  news,  the  \)v\<'. 
Macy's  14.57  junk  bou'l- 
177,  to  18$  on  the  dollar,  l 
What  Macy's  top  executj 
plan  to  do  to  stop  the  bleefjj 
remains  to  be  seen.  One  b(| 
adviser  would  "love  for  tl' 
to  sell  I.  Magnin,"  the  ups( 
specialty-store  chain  Mat 
bought 'in  1988.  The  probl: 
finding  a  buyer.  One  possi 
ty:  Federated  Departm 
Stores,  which  sold  Magnii 
Macy's  in  the  first  place. 


A  HANDSHAKE 

AT  TWO  OIL  GIANTS 


►  Chevron  execs  have  nt 
liked    Pennzoil  Chairn 
Hugh  Liedtke  peering  o 
their  shoulders.  Well, 
shadow  just  got  smaller. 
Sept.  30,  Pennzoil  agreed 
exchange  about  half  its  9. 
stake  in  Chevron  for  all 
stock  of  Chevron  PBC,  wh 
owns  domestic  oil  and 
[)roperties  in  and  around 
Gulf  of  Mexico.  And  be 
sides  agreed  not  to  buy  e£ 
other's  stock  for  five  years 
Along  with  posting  a  $< 
million  gain.  Chevron  all  I 
eliminates   the   threat  of 
Pennzoil  takeover.  And  Pei 
zoil  replenishes  its  produci 
properties. 


Good  News  for  CD  Holders! 


^'I  didn't  know  I  cotdd  still 
get  yields  like  this  today/' 


If  you  are  about  to  roll  over  a  CD, 
one  fact  may  be  painfully  evident. 
Today's  rates  are  probably  much 
lower  than  when  you  bought  it. 
That's  why  it  might  make 
sense  to  take  a  new  ap- 
proach. Scudder  Short 
Term  Bond  Fund.  This 
pure  no-load^^'^  mutual 
fund  offers  you  a 


Performance  Comparison* 

7.53% 


3.03% 


Short  Term  Bond 
Fund  30-day  yield 
(net  annualized  as  of 
9/15/92) 

Average  One-year 
CD  Yield 

(as  of  9/15/92) 

Short  Term  Bond  Fund's  average  annual  returns  tor 
the  one-year,  five-year  and  from-mception  penods 
^-f /V30/92  were  9.98%,  926% 
md  19 /O  ''^^^'^'^ively.  Annual  returns 
mclude  hoth  mcome  and  price  change.  CD  ■yield  is 
the  average  of  the  rates  of  18  leading  bairl<s.  (Source: 
BANXQUOTE,  Wilmington,  DEI. 


current  yield 

that's  siibstmtially  higher  thm  any  CD  today. 
And  while  it's  not  FDIC  insui'ed  lil<:e 
a  CD,  and  doesn't  have  a  fixed 
rate  of  return,  its  high-quality 
portfolio  is  managed  to  help 
minimize  price  fluctuation. 
For  more  information  on  the 
fund  that  combines  high  yield  with 
high  price  stabihty,  call  1-800-225- 
2470,  ext.  3022. 

Scudder  Short  Term 
Bond  Fund 
l-800-225-2470e.3022 

SCUDDER 


America 's  First 

Family  of  No-Load  Funds  ^ 


'^Performance  is  historical.  The  Fund's  investment  return  and  principal  value  fluctuate  and  upon  redemption  its  shares  may  be  worth  more  ( 
less  than  their  original  cost.  Total  returns  without  temporary  adviser  expense  cap  would  have  been  lower  This  cap  was  discontinued  o 
March  18,  1992.  From  4/24/84.  Fund's  mception,  to  7/89.  Fund  pursued  ctifferent  objectives  as  Scudder  Target  Fund.  1994  Portfolio.  Contac 
Scudder  Investor  Services,  Inc.,  Distributor,  for  a  prospectus  which  contains  more  complete  information  on  management  fees  and  othc 
expense  s.  Read  the  prospectus  carefully  before  you  invest  or  send  money. 
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ISHWHACKING  THE  PRESIDENT 
I  CAPITOL  HILL 


lis  hasn't  been  a  banner  year  for  the  Democrats  who  nin 
[Capitol  Hill.  The  roster  of  legislative  accomplishments  is 
jrief,  the  list  of  failures  is  long.  Wounded  by  scandals  at 
ouse  Bank  and  Post  Office  and  public  disgust  at  Wash- 
paralysis,  members  are  retiring  in  recoixl  numbers— and 
will  go  down  in  defeat  next  month.  But  as  the  l():2n(l 
ess  lurches  toward  adjournment,  the  Democrats  seem 
dly  to  have  found  their  reason  for  being:  making  George 
;  life  miserable. 

?ered  by  Bush's  attacks  on  the  do- 
ig  Congress  at  the  Republican  con- 
in.  House  Speaker  Thomas  S.  Foley 
ish.)  and  Senate  Majority  Leader 
:e  J.  Mitchell  (D-Me.)  are  exacting 
site  revenge.  Ironically,  the  Demo- 
nastiest  move  may  have  been  to  ac- 
to  the  President's  demands  for  ap- 
iations  cuts.  That  robbed  the  GOP  of 
ance  to  tar  them  as  big  spenders— 
llowed  the  Democrats  to  pick  better 

BAIT.  And  that's  just  what  they  did, 
ig  popular  bills  mandating  family 
for  workers,  letting  local  govern- 
i  regulate  cable-TV  rates,  ending  re- 
ons  on  abortion  counseling,  and  limit - 
ivorable-trade  treatment  for  China, 
'resident  took  each  offering  of  veto  bait.  To  defend  his 
;t  record  in  sustaining  vetoes.  Bush  and  White  House 
Chief  James  A.  Baker  HI  have  spent  precious  campaign 
schmoozing  with  Republicans,  many  of  whom  are  more 
rned  with  their  own  reelections  than  with  the  Presi- 
;  woes. 

3  Democrats  also  have  used  their  control  of  congres- 
committees  to  full  advantage.  In  recent  days,  i)anels 
slated  hearings  designed  to  produce  maximum  embar- 
lent  for  Bush  on  such  topics  as  American  servicemen 
ig  in  Indochina,  Administration  aid  to  Saddam  Hussein 


ani 


1  the  Bank  of  Credit  &  Com- 


FOLEY:  EXACTING  EXQUISITE  REVENGE 


before  the  Persian  Gulf  war, 
merce  International  scandal. 

Bush  hasn't  helped  his  own  case.  His  fight  with  Hill  Demo- 
crats has  only  highlighted  his  role  in  Washington  gridlock— an 
issue  that  steams  voters  from  Sjjokane  to  Spartanburg.  The 
Administration  has  compounded  the  troulile  with  inept  lol>l>y- 
ing  and  a  refusal  to  compromise.  Gruml:)les  one  top  Republican 
House  staffer:  "The  Democrats  have  beaten  Bush  senseless." 

Such  fortune  couldn't  have  come  at  a 
better  time  for  the  scandal-ridden  party. 
With  Bill  Clinton's  surge,  the  Democrats 
are  acting  like  a  party  that  smells  a  sweep 
in  Novemlier.  Not  only  do  the  veto  fights 
offer  incumljents  positive  issues  for  their 
races,  but  also  they  give  voters  a  hint  of 
what  to  expect  if  Democrats  gain  the 
White  House.  "It's  almost  as  if  Democrats 
are  saying,  'Gee,  we  might  l)e  getting  rid 
of  divided  govei'nment,' "  says  University  of 
Houston  political  scientist  Bruce  Ojjpen- 
heimer.  "We'd  better  be  ready  to  go." 

Many  GoP  lawmakers  are  starting  to 
sweat,  fearing  their  careers  could  be  cut 
short  by  a  triple  whammy:  Anti-incum- 
bent rage,  a  possible  Clinton  blowout  in 
November,  and  pressure  to  walk  the  plank 
for  unpopular  Bush  positions.  Instead  of 


gaining  dozens  of  House  seats  through  redistricting  and  scan- 
dals, the  GOP  now  feai's  its  gains  could  be  scant.  And  facing 
likely  Senate  losses.  Republicans  will  be  hol)l)led  in  Congress 
next  year  even  if  Bush  squeaks  through. 

At  midyear,  congressional  Democrats  seemed  well  on  their 
way  to  self-destruction.  But  now,  says  University  of  California 
at  San  Diego  political  scientist  (lary  C.  Jacolison,  "The  Fiepub- 
licans  have  lo,st  a  historic  oiiport unity  to  make  some  .significant 
gains."  For  the  Democrats,  that's  plenty  to  make  up  for  lost 
legislative  opportunities. 

Bii  Richard  S.  Dunlxini  hikI  Doiij/lds  H<ii  lii  i  clil 
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PRESIDEKCY 


in  George  Bush  make  a  comeback 
n  the  closing  weeks  of  the  cam- 
n?  Probably  not,  thinks  one  man 
ought  to  know.  "There  just  isn't 
h  optimism  on  the  economy,"  for- 
President  Gerald  Ford  told 
NESS  WEEK.  "People  vote  their 
;etbooks.  Unless  the  outlook  gets 
aatically  better  in  the  next  month. 
Bush  campaign  faces  a  tremendous 
len."  What  should  Bush  do  to  im- 
'e  his  chances?  No  surprise  here, 
i  says  Bush  should  remind  voters 
^hat  happened  the  last  time  they 
'ked  a  Republican  incuml)ent:  "He 
lid  emphasize  that  if  voters  want 


change,  they  should  rememl>er  what 
happened  under  the  last  Democratic 
Administration.  A  Democratic  Presi- 
dent with  a  liberal  Congress  will  reig- 
nite  inflation  and  bring  back  higher 
interest  rates." 

DEPARTURES   

Whether  Bush  wins  or  loses,  don't 
look  for  Press  Secretary  Marlin 
Fitzwater  in  the  White  House.  After  a 
career  in  government  and  seven  years 
in  the  White  House,  reliable  sources 
say  Fitzwater  is  seeking  a  private-sec- 
tor job.  One  likely  employer:  Philip 
Morris  Cos.,  where  he  would  join  for- 
mer Bush  Vice-Presidential  staff  chief 
Craig  L.  Fuller. 


JUDGES 


Conservatives  fear  that  if  Bill  Clinton 
wins,  he'll  have  an  immediate  op- 
p(jrtunity  to  start  rebuilding  a  lilieral 
majority  on  the  key  federal  appeals 
court  in  Washington,  which  reviews 
most  regulator-y  decisions.  Reagan-Bush 
appointees  now  hold  7  of  the  12  seats 
on  the  bench.  John  G.  Roberts  Jr.  has 
been  named  to  fill  the  seat  vacated  by 
Justice  Clarence  Thomas,  but  his  ap- 
pointment will  likely  die  when  Con- 
gress adjourns.  If,  as  many  expect. 
Judge  James  L.  Buckley  resigns  next 
year,  a  Democratic  President  would 
have  a  cpiick  chance  to  establish  an 
even  liberal-conservative  split. 


3T0N  OUTLOOK 
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heihuehtihg  hneiiicii 

There's  a  New  World  to  be  explored,  and  America's  scientists 
and  engineers  are  the  pioneers.  How  American  innovation  and 
productivity  can  stay  ahead  are  just  two  of  the  subjects  covered 
in  Reinventing  America,  the  fall  1  992  bonus  issue  from  Business 
Week.  It's  where  American  business  will  see  the  world  from  the 


cutting  edge.  Issue  date:  October  23rd 


BusinessiMfeek 


PROFIT  BY  IT 


Stars  and  Circuits  Forever  Original  Sculpture  Commissioned  by  Business  Week. 


)  Eastman  Kodak  Company,  1992 
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low  Kodak  helps  you  compete  with  the  world. 


Worldwide  competition  for  credit  card  cus- 
tomers is  among  the  toughest  in  the  business,  and 
Citibank* ,  with  over  25  million  MasterCard "  and 
VISA®  cards  circulating,  may  well  be  the  world  s 
largest  credit  card  operation.  Determined  not  only 
to  maintain  share,  but  increase  it  to  20%  by  the 
mid~90's,  the  bank's  Sioux  Falls,  SD,  credit  card 
subsidiary  is  concentrating  on  customer  service. 
That's  where  Kodak  helped. 


Kodak  optical  disk  "jukeboxes" 
organize  a  world  of  statements. 


"We  have  to  find  ways  to  answer  customer 
needs  faster,  and  more  conveniently  than  our 

competitors,"  says 
Citibank  manag- 
er David  Gard- 
ner. Citibank 
mails  out  1 . 2 
million  cus- 
tomer statements 
each  day,  and  gets  25,000  requests  a  day  for 
duplicates.  These  copies  were  a  problem.  They 
took  tour  days  to  retrieve,  and  weren't  always 
readable.  The  solution  was  a  system  that  includes 
three  Kodak  optical  disk  system  6800  automated 


disk  libraries.  Better  known  in  the  trade  as  "juke- 
boxes," each  library  holds  50  Kodak  14-inch 
optical  disks,  each  of  which  holds  as  much  data 
as  6800  ordinary  one-megabyte  floppy  disks. 
Originally  concerned  that  this  enormous  capacity 
might  be  greater  than  necessary,  the  company 
has  long  since  filled  all  three  libraries. 


Perfect  duplicates,  overnight  to  the  world. 


Printed  out  on  the  same  laser  printer  that  does 
the  original  statements,  the  quality  of  the  dupli- 
cates is  impeccable.  And  they  arrive  overnight. 
"If  we  send  a  statement  that's  crisper  and  cleaner. 


and  we  get  it  to  you  faster,  you're  more  likely  to 
use  our  service.  That's  what  the  service  busi- 
ness is  all  about,"  says  Gardner.  Indeed,  that's 
what  staying  competitive  is  all  about. 

Related  optical  disk  technology  is  also  behind 
the  new  Kodak  Photo  CD  System,  which  stores 
digitized  photographic  images  on  compact  discs 
for  easy  viewing  on  a  television  set,  or  manipula- 
tion on  a  computer  screen.  To  see  how 
Kodak  can  improve  your  business 
profile,  call  1  800  445-6325,  Ext.  950J. 


Kodak  thermal  dye  printing  technology  creates  high 
resolution  prints  and  transparencies  of  what  you  create  on 
your  computer— in  less  than  3V2  minutes.  ; 

Kodak  thermal  printers  help  you  make  the  most  of  your 
presentations  and  briefings,  delivering  exceptional 
color  or  black-and-white  prints  and  overheads  from  many 
digital  sources.  To  see  how  Kodak  can  put  imaging 
to  work  for  your  business,  call  1  800  445-6325,  Ext.  950N. 
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Imaging  by  all  means 


nternationai  Business 


EUROPE  I 


A  PARTNERSHIP 
OF  UNEQUALS 


The  economic  alliance  of  Germany  and  France  is  in  Bonn's  favor 


At  a  Paris  j^ala  on  Sept.  29,  the 
French  j^overnment  commemo- 
rated the  bicentennial  of  its  cur- 
I'eney  by  introducing  new  franc  and  20- 
franc  coins.  But  the  officials  had  another 
cau.se  for  celebration:  the  franc's  surviv- 
ing a  firestorm  in  the  currency  markets 
of  past  weeks.  "The  battle,"  whispered 
one  cautiously,  "may  be  over." 

If  the  franc  does  hold  up,  it  will  be  a 
smashing  victory  for  the  Franco-German 
cooperation  that  sup- 
Iiorted  it.  But  French 
President  Fran^-ois 
Mitterrand  and  Ger- 
man Chancellor  Hel- 
mut Kohl  are  balking 
at  taking  the  next 
step  of  moving  to  a 
core  monetary  union 
to  replace  the  broad- 
er one  envisaged  in 
the  fast  unraveling 
Maastricht  Treaty. 
Instead,  they  are 
desperately  trying  to 
hold  Maastricht  to- 
gether. They  fear 
that  their  people — 
and  Europe  as  a 
whole — are  not  ready 
for  the  German  dom- 
ination that  would  be 
so  apparent  in  a 
smaller  union. 

But  like  it  or  not, 
German  economic 
power  is  now  out 
in  the  open.  The 
Bundesbank's  recent 
rescue  of  the  franc 
marks  a  decisive  shift  in  the  relationship 
between  France  and  Germany,  Europe's 
key  players.  It  is  only  the  latest  in  a 
series  of  assertive  economic  moves  with 
heavy  political  overtones  by  Germany. 
CATBIRD  SEAT.  In  a  kind  of  monetary 
Darwinism,  tlie  German  central  bank  re- 
fused to  go  the  distance  for  the  weak- 
lings: the  Italian  lira  and  the  British 
pound.  It  drew  the  line  at  the  franc. 
.Altruism  had  nothing  to  do  with  the  res- 
cue. A  franc  devaluation  would  have 


GERMANY  AND  FRANCE: 
TIES  AND  STRAINS 


CURRENCY 


Tighter  franc-mark 
link  puts  French  economy  under 
Bundesbank's  thumb 


POLITICS 


Kohl  and  Mitterrand 
remain  tlie  prime  movers  behind  the 
faltering  European  union  effort.  But 
the  recent  French  referendum  on  the 
Maastricht  Treaty  whipped  up  deep 
anti-(jcrman  sentiment 


SECURITY 


( jermans  are  going 
ak)ng  with  the  French  push  to  reform 
a  25, 000-strong  joint  army  corps, 
but  they  are  lukewarm  about  cutting 
ties  to  NATO 


COMMERCE 


French  compa- 
nies have  become  the  biggest  for- 
eign investors  in  the  former  E)ast 
Germany,  but  German  companies 
dominate  European  business 

DATA  BW 


ripped  apart  the  European  system  of 
managed  exchange  rates  and  likely  set 
off  a  spiral  of  devaluations  around  Eu- 
rope. That  would  have  hurt  Germany's 
already  beleaguered  export  economy. 
Now,  Frankfurt  is  likely  to  dictate  the 
terms  under  which  Rome  and  London 
return  to  the  system. 

Exercising  such  clout  will  be  a  historic 
shift  away  from  the  postwar  European 
economic  system,  whose  push  toward 
union  has  masked 
Germany's  growing 
power.  No  one  un- 
derstands this  better 
than  European  uni- 
ty's chief  promoter, 
Mitterrand,  who,  like 
his  predecessors,  has 
tried  to  harness  Ger- 
man economic  powei' 
in  a  broader  Europe 
that  could  be  manip- 
ulated for  France's 
benefit.  Maastricht 
was  Mitterrand's  tool 
to  minimize  France's 
loss  of  influence  af- 
ter the  two  Germa- 
nys'  unification. 

But  with  Britain 
and  Italy  now  out  of 
the  monetary  mix 
and  Maastricht  mori- 
bund, a  core  mone- 
tary union  would 
consist  of  France, 
Germany,  and  per- 
haps the  Benelux 
countries.  Such  a 
contraption  would  in- 
clude no  real  counterweights  to  Germa- 
ny. "The  model  France  had  in  mind  for 
Europe  has  fallen  through,"  says  ana- 
lyst Bernard  Eschweiler  at  J.  P.  Morgan 
in  London. 

One  would  think  Kohl  would  be  de- 
lighted to  see  Germany  finally  getting 
its  due,  but  apparently  he  is  not.  Sub- 
merging Germany  in  Europe  has  served 
to  calm  Kohl's  neighbors'  historical 
fears  of  German  might.  But  there  would 
be  no  hiding  German  dominance  in  a 


two-speed  European  union.  Haviirg  > 
mark  as  the  dominant  currency  wcl; 
enhance  both  the  reach  of  German  c'ri 
panics  and  the  influence  of  the  Bun( 
bank.  Such  clout  will  also  spill  over  ' 
the  political  and  security  arenas.  Forn 
stance,  Germany  now  wants  a  per  a 
nent  seat  on  the  U.  N.  Security  Couiil 
'A  U-BOAT.'  French  and  German  lea(  ■ 
fear  such  a  situation  might  creati 
backlash.  The  recent  French  referend  i 
on  Maastricht  was  as  remarkable  for  it 
strong  anti-German  sentiment  it  expo?< 
as  for  the  petit  oui  Freiich  voters  dt'v 
ered  on  Eui'opean  union.  Such  fei'li;! 
are  further  inflamed  by  apparent  si;i; 
of  new  German  assertiveness  rani' 
from  the  neo-Nazi  attacks  on  im 
grants  to  plans,  canceled  after  protes 
to  celebrate  the  50th  anniversary  of 
development  of  the  deadly  V-2  rocke 

An  even  more  intimate  monetary  h 
to  Germany  would  only  inflame  th;( 
fears.  French-German  monetary  coojr 
ation  "is  a  U-boat,"  says  Thomas  May 
German  economist  at  Goldman,  SachsS 
Co.  in  Frankfurt.  "When  it  comes  to  A 
surface,  the  questions  will  start  abil 
how  much  sovereignty  France  has  s> 
ordinated  to  German  monetary  polic}^ 

To  be  sure,  France  is  far  from  a  cd 
plete  pushover  for  the  Germans.  Freii'I 


try  hasn  t  been  shy  about  compet- 
nth  Germany.  Since  the  BerHn  Wall 
down,  France  has  been  the  biggest 
jn  investor  in  the  former  East  Ger- 
'.  And  even  a  narrow  monetary 
I  would  provide  French  industry 
more  currency  stability  and  make  it 
attractive  to  investment, 
t  just  to  hang  in  with  the  mark,  the 
of  France  has  had  to  push  short- 
interest  rates  up.  Locking  in  with 
lark  will  keep  the  franc  high,  hurt- 
French  competitiveness.  Some 
:h  companies  are  already  howling, 
it  is  no  wonder  that  Kohl  and  Mit- 
nd  are  scrambling  to  save  Maas- 
At  a  special  European  Community 
nit  in  Britain  on  Oct.  16,  the  two 
eam  up  to  try  to  give  Maastricht  a 
human  face  in  order  to  win  over  a 
ical  European  public.  And  they'll 
ure  British  Prime  Minister  John 
r  to  push  for  ratification  soon  to 
re  some  momentum  to  the  process. 
iven  a  last-ditch  effort  by  Europe's 
potent  political  tag  team  may  fail 
nd  off  a  "two-speed"  Europe.  That 
»e  a  place  where  France  and  Germa- 
'ill  find  themselves  uncomfortably 
to-face. 

Bill  Javetski  in  Paris  and  Gail  E. 
'es  in  Bonn 


JAPAN  I 


WHO'S  AFRAID  OF  THE  BIG,  BAD  YEN? 
NOT  JAPANESE  EXPORTERS  

Offshore  production  is  insulating  the  companies  from  currency  swings 


A 


the  Europe- 
an monetary 
system  frays 
and  the  American 
economy  drags,  a 
new  wave  of  cash  is 
heading  for  Japan. 
The  tens  of  billions 
coursing  across  the 
Pacific  have  pushed 
the  yen  up  5%  against 
the  German  mark  and 
the  U.  S.  dollar  in  the 
past  few  weeks,  leav- 
ing the  battered 
greenback  at  a  postwar  low  of  barely 
119  yen  (chart). 

Coming  atop  an  abrupt  slowdown  that 
has  brought  the  Japanese  economy  to  a 
near-standstill,  you  might  expect  Japan's 
big  exporters  to  view  the  yen's  latest 
increase  with  alarm.  But  that's  not  ex- 
actly the  case.  A  senior  Bank  of  Japan 
official  believes  exporters  initially  "will 
be  in  for  a  shock"  as  the  rising  yen  puts 
an  additional  squeeze  on  profits.  Yet  ex- 
ecutives at  such  powerhouses  as  NEC, 
Nissan,  Toshiba,  and  Fujitsu  aren't  cry- 
ing in  their  Kirin.  Instead,  they  see  the 
yen's  rise  as  the  latest  reason  to  insulate 
themselves  from  currency  swings  by 
moving  even  more  production  abroad. 

While  this  push  will  intensify  cost 
pressures  on  smaller  Japanese  produc- 
ers already  reeling  from  the  economic 
slump,  it  will  leave  big  players  well  set 
to  continue  capturing  markets.  With 
new  production  lines  starting  up  in  the 
Americas,  Europe,  and  Asia,  the  Japa- 
nese are  likely  to  surmount  the  yen's 


new  heights  as  deftly 
as  they  did  the  high- 
yen  endaka  crisis  of 
1986.  In  fact,  some 
companies  already 
are  preparing  for 
even  worse  times.  Al- 
though one  high-level 
Finance  Ministry  aide 
believes  manufactur- 
ers won't  start  com- 
plaining until  the  dol- 
lar sinks  to  115  yen, 
industry  sources  say 
robot  maker  Fanuc 
Ltd.  already  is  using  a  target  of  70  to 
the  dollar  to  help  it  set  competitive 
goals. 

HEDGING.  Not  every  manufacturer  can 
stomach  such  draconian  discipline.  But 
since  the  Plaza  Accord  of  1985  sent  the 
dollar  plunging,  Japanese  makers  of  au- 
tos,  machinery,  and  electronics  have 
nonetheless  pumped  billions  of  dollars 
into  global  production  networks,  giving 
them  remarkable  flexibility.  For  exam- 
ple, Toshiba  Corp.,  says  corporate-plan- 
ning chief  Shigeru  Usui,  has  for  some 
time  anticipated  a  rising  yen  and  is  now 
planning  to  invest  hundreds  of  millions 
of  dollars  to  expand  overseas  plants.  Or 
take  Fujitsu  Ltd.  It  will  soon  shutter  a 
chip  plant  in  San  Diego,  transferring 
production  to  lower-cost  Southeast  Asia. 
But  if  the  dollar  were  to  continue  weak- 
ening against  the  yen  and  other  Asian 
currencies,  Fujitsu  might  expand  anoth- 
er chip  plant  in  Gresham,  Ore. 

In  the  same  way,  NEC  Corp.  is  spend- 
ing $17  million  to  expand  its  silicon  wa- 
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fer  fabrication  plant  in  Livingston,  Scot- 
land. Only  last  year,  NEC  doubled  the 
plant's  capacity  to  18,000  units  a  month. 
But  now,  the  factory's  e.xport  edge  in 
Europe  has  just  received  an  unexpected 
boost:  the  devaluation  of  the  British 
[jound  against  the  German  mark. 
A  BLESSING?  Carmakers  also  are  think- 
ing ahead.  Nissan  Motor  Co.'s  new  Al- 
tima  model  will  roll  off  an  expanded  line 
opened  in  July  in  Tennes.see.  In  August, 
Nissan  raised  its  British  capacity  from 
220,000  to  300,000  units  a  year  while  also 
expanding  plants  in  Spain  and  Mexico. 
Toyota  Motor  Corp.  and  Honda  Motor 
Co.  also  are  targeting  Britain. 

Financial  hedging  strategies  are  help- 
ing manufacturers  cope,  as  well.  Sony 
Corp.  in  recent  months  sold  forward  lO/o 
of  the  dollars  it  expects  to  earn  through 
next  March  at  a  favorable  rate  of 
around  127.5  yen,  and  Toshiba  has 


hedged  its  currency  exposure  sufficient- 
ly to  ensure  that  the  yen's  strength 
won't  have  a  major  impact  on  earnings. 

To  some  Japanese  officials,  the  yen's 
upturn  is  a  blessing  in  disguise,  because 
it  helps  keep  inflation  down  by  lowering 
import  costs.  This  may  induce  the  Bank 
of  Japan  to  add  heft  to  the  government's 
$87  billion  domestic-spending  plan  by  re- 
ducing interest  rates  again.  In  any 
event,  with  Japan's  trade  surplus  expect- 
ed to  hit  $102  billion  this  year,  some 
Finance  Ministry  officials  concede  they 
have  little  choice  but  to  tolerate  a  slowly 
rising  yen. 

That's  sure  to  mean  even  more  invest- 
ment abroad.  In  Hong  Kong,  Taiwan, 
Malaysia,  and  Indonesia,  such  blue  chips 
as  Toyota,  Matsushita  Electric,  and  Hita- 
chi have  created  manufacturing  and 
distribution  systems.  They  quickly  re- 
spond to  shifts  in  demand,  sending  ev- 


erything from  chips  and  phone  systjis 
to  air  conditioners  and  auto  parts  aefe 
the  Pacific  as  easily  as  across  nea')y 
borders. 

Such  flexibility  has  become  a  key  :r- 
vival  strategy  that  already  is  paying  v- 
idends.  Nearly  a  decade  ago,  wheiii 
cost  230  yen  to  buy  a  dollar,  planji 
Usui  recalls  telling  a  major  custoiar 
that  Toshiba  would  be  destroyed  if 
greenback  fell  to  180.  As  the  dollar  \ 
falling  through  120  one  day  not  1^ ; 
ago,  Usui  leaned  back  in  his  office  in  : 
Toshiba  tower  overlooking  Tokyd  1 ; 
and  cheerfully  admitted  that  "my  (?- 
tomer  still  teases  me"  about  the  jire  , 
tion.  Fleet  of  foot  despite  their  iniuif 
size,  Toshiba  and  other  big  manuian 
ers  have  outwitted  the  currency  niari 
for  seven  years.  With  the  yen  on  the  n- 
again,  they're  hardly  giving  up. 

Bi/  Larry  Holyoke  in  Tn 


EUROPE  I 


EUROPE'S  CAR  ENGINE 
IS  KNOCKING 


Auto  makers  are  battling  a  downturn  in  sales  and  profits 


El 


ven  the  unusually  warm  and  sunny 
late  September  weather  couldn't 
lift  the  gloom  hanging  over  the  red 
brick  Dagenham  auto  plant,  sandwiched 
between  the  River  Thames  and  a  motor- 
way east  of  London.  By  all  accounts, 
workers  at  the  Ford  of  Europe  Inc.  plant 
are  making  sparkling  productivity  gains. 
Yet  Ford's  woes  in  Britain  and  on  the 
Continent  are  such  that  it's  cutting  1,150 
jobs  at  the  plant  by  yearend,  along  with 
2,437  at  its  other  British  sites.  "We  do 
more  than  they  want,  and  now  this," 
grumbles  John  Smith,  a  46-year-old  fork- 


lift  operator  at  Dagenham. 
think  the  company  is  fair." 

Fair  or  not,  Ford  is  swinging 
the  cost-cutting  ax  in  what  is 
beginning  to  resemble  a  ritual 
bloodletting  throughout  Eu- 
rope's $275  billion  auto  indus- 
try. All  across  Europe,  profit 
pressures  are  mounting  and 
pink  slips  flying.  Ford's  Euro- 
l_)ean  operations,  heavily  depen- 
dent on  the  sickly  British  mar- 
ket, will  fall  into  the  red  for  the 
second  year  running.  "We  al- 
ways knew  things  would  be 
tough,"  says  L.  Lindsey  Hal- 
stead,  chairman  of  Ford  of  Eu- 
rope. "But,  for  the  next  few 
years,  the  economies  will  be  a 
bit  softer  than  we  expected." 

The  auto  makers  have  sud- 


don't 


denly  slammed  into  a  wall  of  problems. 
For  starters,  European  auto  sales  will 
slide  2.^''/'  this  year,  to  13.2  million  units, 
and  fall  2.4?i  more  in  1993,  estimates 
DRi/McGraw-Hill.  What's  more,  margins 
are  being  dented  by  hefty  marketing 
campaigns.  In  Italy,  Fiat  is  offering  cut- 
rate  financing  on  five  models.  In  Britain, 
General  Motors  Corp.  is  slashing  up  to 
$1,500  off  the  price  of  Cavalier  compacts 
without  catalytic  converters.  Then  there 
is  the  enormous  spending  on  new  models 
and  factories  from  Poland  and  Czecho- 
slovakia to  Spain  and  Portugal.  Add  in 
the  currency  turmoil,  which  is  denting 


consumer  confidence  and  disruptjg 
growth  strategies.  All  told,  DRI  Resea^ 
Director  John  K.  Lawson  reckons  ojf^ 
ating  income  at  Europe's  six  largat 
auto  makers  will  fall  to  $5  billion  tjis 
year,  a  third  of  what  they  made  as  |- 
cently  as  1989.  ' 
BRIEF  REPRIEVE.  Ironically,  the  Eiii-n 
ans  can't  blame  the  much-feared 
nese  for  the  current  pileup.  Theii-  ii: 
ket  share  has  slipped  to  11.8%  this  \  i 
down  from  12.\7<  in  1991.  In  fact,  .la. 
nese  and  European  officials  have  reci ; 
ly  agreed  to  reduce  the  1993  ceiling  r. 
Japanese  exports  from  1.23  million  o 
1.18  million.  At  the  same  time,  prct 
pressures  at  home  are,  for  the  first  tii 
forcing  the  Japanese  companies  to  f 
sake  market  share  for  higher  prices. 

Of  course,  no  European  executive  ^■ 
pects  the  Japanese  reprieve  to  last  lot . 
The  Japanese  are  gearing  up  Europei 
production,  which  by  some  estimates  v  i 
help  lift  their  market  share  to  20'/'  r 
more  by  the  end  of  the  decade.  Toyci 
and  Honda  Motor  Co.  are  jo- 
ing  Nissan  Motor  Co.  in  Brit; 
later  this  year  with  new  mai- 
facturing  plants. 

So  far,  only  a  few  straws  i 
the  wind  suggest  the  Eurof- 
ans  will  stretch  out  spendi 
programs.  Fiat's  Uno  replai 
ment  will  now  be  unveiled 
the   end   of   1993,   about  ^ 
months  later  than  expectt. 
One  senior  industry  executi' 
figures  this  is  only  the  beg- 
ning.    "You    are  whistlii' 
through  the  graveyard  if  y 
think  there  will  be  no  more 
lays,"  he  says. 

Even  Volkswagen,  one  of  E- 
rope's  recent  star  performei 
is  hurting.  It,  like  GM,  is  suffe 
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BOSE'  DIRECT/REFLECTING*  SPEAKER  SYSTEMS 


GET 
MORE 


et  more 

tereo. 

at  you  get  with  the  new  Bose*  4-2 
)eaker  system  is  freedom.  Freedom  to  listen  '"^ 
□ally  anywhere  in  your  room  and  still  enjoy  frill 
eo  perfc)rmance  from  an  afrbrdahle  bookshelf  system. 

;  all  Bose  Direct/Reflecting"  speaker  systems,  the  4-2 
les  11  system  delivers  sound  that  approaches  the  realism 
live  concert.  It  also  brings  you  Stereo  Everywhere^ 
iker  perfr)rmance,  by  re-creating  a  natural  balance  of 
?cted  and  direct  sound  that  conventional  speakers 

cannot  match.  So 
instead  ot  being 
restricted  to  one 
small  area,  you 
get  frill 


Con\entiiinai  Speakers 

Stereo  almost 
anywhere  you  listen 
in  your  room. 


Bose  Direct/Reflecting"  Speakers 


itic  shoe  offer  applies  to  purchase  of 
2  Series  II  speaker  system  only.  Offer 
in  the  USA  and  Puerto  Rico  only. 


Wlitn  Y  lu  LiscenT  >  Stirra  i 

0 

Dont  Get  Stuck  In  One  Sp^t 


Now,  get 
even  more. 

Go  to  your  Bose  dealer  and  listen 
to  the  4.2  Series  II  speaker  system. 
You'll  hear  frill  stereo  sound,  even  if 
you  stand  directly  in  front  of  one  speaker. 

And,  if  you  purchase  a  4.2  Series  11  system  between  now  and 
October  31,  1992,  you'll  also  get  a  pair  of  New  Balance'  520 
athletic  shoes,  FREE.  Since  you 
won't  get  stuck  listening  to 
stereo  in  one  spot,  you 
can  use  them  to  enjoy 
your  new  freedom. 

For  more  information  and  the  names 
of  participating  Bose  dealers  near 
you,  call  toll  free: 


A  $69.95  Value 

McnV  Mudfl  520  .shown. 
Women's  Model  520 
also  available. 


l,800'444-BOSEExtl37 


Better  sound  through  research 


®  1992  Bose  Corporation.  The  Mountain. 
Framinsliam,  MA  01701-9168  USA 


F  music  is  imDortant  in  vour  life,  sooner  or  later  vou  will  own  a  Bose  system." 


If  It  Did  Any  MoH 


The  new  COMPAQ  PAGEMARQ  20 
and  COMPAQ  PAGEMARQ  15.  Two 
network  laser  printers  that  will 
immediately  establish  the  industry 
benchmark.  Printers  for  those  who 
want  nothing  short  of  everything. 

Alter  rather  extensive 
R&D,  we  realized  the  aver- 
age network  printer  was 
doing  more  to  raise  your 
group's  blood  pressure 
than  its  productivity. 

So  we  created  two  new 
network  printers  bristling 
with  features  that  will  help 
everyone  work  in  harmony. 

For  starters,  COMPAQ- 
built,  RISC-based  control- 
lers, in  combination  with 
powerful  print  engines,  let 
our  printers  run  at  15  and 
20  PPM.  And  at  20  PPM, 
that's  100%  faster  on  aver- 
age than  HP  LaserJet  IlISi 


in  PostScript  applications. 

And  the  ability  to  print 
in  sizes  up  to  11"  by  17" 
will  really  make  your  day. 
Especially  if  it's  filled  with 
everything  from  envelopes 
to  double -page  layouts  to 
CAD  plots  to  spreadsheets. 

The  built-in  motorized 
paper  trays  can  hold  up  to 
1,500  sheets,  more  than  any 
other  desktop  printer  So 
you  can  think  about  things 
other  than  loading  paper. 


Not  only  do  our  pr  ir  ■ 
know  PostScript  Lev 
and  PCL5,  but  unlike in 
others,  they  come  equip 
with  Intelligent  Emula7 
Sensing.  A  feature  tliat  )i 
stantly  monitors,  witli  ra 
Uke  precision,  the  lai  i^i 
that  anyone  is  using  atO 
given  time,  and  then  aH 
maticallv  adjusts  to 
emulation  without  vu 
having  to  lift  a  finger. 

Truly  network-rel 


•This  service  is  provided  bv  guaranteed  service  providers, 
COMPAQ  registered  U  S   Patent  and  Trademark  Omc. 


nd  may  not  be  available  in  certa 
PAGEMARQ  and  CumpaqCai 


■aphic  locations.  (©  1992  Compaq  Computer  Corporatjon  All  rights  r.-v 
ademarks  of  Compaq  Computer  Corporation   Product  names  nn"ni  c 


)U'D  Be  Out  Of  A  Job. 


PAQ  PAGEMARQ  20:  20PPM  <<  20-MHz  .AMD  29000  RISC  mth  128-K 
i  4MB  MM  standard,  expandable  to  20  MB  <•  l.SOO-sheet  (standard) 

IPAQ  PAGEMARQ  15:  liPPM  <■  16-MHz  AMD  29000  RISC  « 
\AM  standard,  expandable  to  18  MB  <'  750-sheet  (standard).  1,000-sbeet 
ith  optional  second  TwmTraj 

i  MODELS:  Up  to  SOO  x  400dpi  (COMPAQ^High-Resolutwn  Mode)  <• 
'ipt  Level  2  and  PCI  S  w/ Intelligent  Emulation  Sensing  <'  One  slot /port 
r  AppleTalk.  Network  Interface  Cards,  Internal  FAX  Modem,  Serial  and  Parallel 
Available  Options:  Internal  60-MB  Hard  Drive,  I  -  and  2-MB  Program- 
Font  Modules  <"  Consumables:  One-piece  cartridge  with  12,000-page  yield 


rs  should  meet  all 
IT  network  needs. 
Drovide  a  direct  con- 
3  Novell  and  Apple - 
;nvironments. 
id  they  offer  you  five 
ices,  so  that  you  can 
hernet  or  Token  Ring, 

le  trademarks  and/or  registered  trademarks 


AppleTalk,  both  a  serial  and 
parallel  port,  as  well  as  an 
Internal  FAX  Modem-all 
at  the  same  time.  Leading; 
to  better  communication 
across  vour  entire  network. 
Instead  of  language  that 
best  remains  unprinted. 

A  their  respective  companies 


Completing  the  picture 
is  an  800x400  high-resolu- 
tion print  mode  for  crisp 
text  and  graphics.  Add  the 
internal  60-MB  Hard  Drive 
or  the  Programmable  Font 
Modules  to  customize  and 
expand  your  font  library,  as 
well  as  to  store  PostScript 
fonts  permanently,  v\athout 
downloading  constantly. 

And,  with  CompaqCare, 
you  get  a  free,  one-year,  on- 
site*  limited  warranty'  for  re- 
pair bv  the  second  business 
day,  anywhere  in  the  U.S. 

Call  our  printer  special- 
ists at  1-800-345-1518  about 
the  new  line  of  COMPAQ 
PAGEMARQ  Laser  Printers. 
Products  from  a  company 
that  believes  total  chaos 
should  never  be  standard 
operating  procedure  in  a 
computer  network. 


Our  Intelliijfnl  Emulation  Sensing 
Jeature  continually  moniion,  then  auto- 
matically adjusts,  to  either  PostScript 
Level  2  or  PCL  5  depending  upon  which 
vouTc  using-  You  needn't  lift  ajinger. 


They  print  in  sizes  up  to  II"  b\  17"  They 
can  handle  CAD  images,  spreadsheets,  and 
even  double-page  layouts.  Multiple  Twin- 
Trays  hold  up  to  l.SOO  sheets.  Impressed? 


Send  FaK 


With  our  printers'  optional  Internal  F.i.X 
Modem,  you  can  send  and  receive  pre- 
sentation-qualny  documents,  in  sizes  up 
to  11"  by  17"  Right  jrom  your  desktop. 


"It's  your  job  not  to  screw  t 

this  up  or  make  any  mistakes  or  I 
drop  the  hall  or  hlow  the  game. 
Get  it  there  faster  and  quicker  and 
more  reliably  and  more  efficiently. 
Do  it  right,  first-rate,  top-notch, 
without  a  hitch  and  absolutely 
flawlessly.  Botch  this  one  and  you 
are  out  of  here,  history,  finished, 
terminated,  toast,  lunch,  gonzo, 
dead,  liaput.  And  one  more  thing. 

Do  it  for  LESS  MONEY 

than  youVe  done  it  before!'' 


When  the  pressure  is  on  to  do  it  rifiht.  And  do  it 
for  less.  Do  it  w  ith  FedEx  Standard  ( )\'eniis;ht  ' 
Sen  iee.  All  the  reliahilit\'  of  Federal  Express,  but 
for  less  money,  beeause  your  jiaeka^e  arrives 
by    l'.\l  the  next  day:  As  alw.ays  you  get  the  best 


l^aekage  traekin<>  system  in  the  business,  a  money- 
liaek  ijuarantee  and  on-eall  piekup  at  no  extra 
eharge.  (]all  us  at  (SI)()-238-5,^53.  It's  everything 
you  like  about  our         iViVI  FedEx  Priority 
( )\'emi}iht  '  Sen  iee.  Just  a  little  later  in  the  day. 


Our  Most  Important  Package  Is  Yours: 


\ih.V\  \\1  .Mui  .Vdli  |»M  ,kli\Lt-\  in  \.\  :irc;is.  Coiisiiit  our  Sen  ice  (Jiiiilc  tnr  ik-t.-ilK  ;irul  rt-striclicns  <.t  <Mir  iTumcv-b.-icK  i-ii.inMitec. 
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srnational  Business 


III  hl^h  costs  and  declining'  sak's 
nany,  now  that  the  bloom  is  off 
ion.  In  September,  its  stoci<  fell 
irtly  because  of  a  report  in  the 
1  magazine  Der  Spiegel  that  the 
y  will  suffer  a  $500  million  oper- 
iss  this  year,  vw  declined  to  com- 
n  the  report.  The  company  will 
OOO  workers  over  the  next  five 
nostly  in  Germany.  Overall,  if  the 
an  auto  makers  are  to  compete, 
ly  have  to  slash  150,000  workers, 
of  their  work  force,  says  British 
ants  Ludvigsen  Associates, 
r,  only  France's  Renault  and  Peu- 
ave  escaped  pretty  much  un- 
.  Both  are  benefiting  from  a  re- 


silient honu'  market,  well-timed 
restructurings,  and  the  introduction  of 
popular  new  models.  But  staying  on  top 
is  a  precarious  thing,  as  workers  at 
Ford's  Dagenham  plant  have  discovered. 
For  much  of  the  1980s,  Ford  vied  for 
leadership  in  the  European  market.  "We 
thought  we  would  have  jobs  for  life," 
recalls  a  38-year-old  spray  painter  over  a 
beer  at  the  Angler's  Retreat  pub  next  to 
the  plant.  "We  didn't  reahze  that  the 
bubble  had  to  burst."  For  auto  workers 
and  managers,  survival  will  require  skill- 
ful maneuvering. 

By  Richtirrl  A.  Melcher,  with  Fred  Guteii 
in  London,  Igor  Reichlin  in  Bonn,  and 
Patricic  Gster  in  Brussels 


EBEC  STRIDES 
WARD  SCHISM 


against  unity  on  Oct.  26  would  begin  the  dismantling  of  Canada 


eorge  Rizk  would  seem  an  ideal 
prospect  for  Canada's  corporate 
recruiters.  A  senior  at  McGill 
>ity  in  Montreal,  majoring  in  fi- 
he  heads  McGill's  business  stu- 
ssociation  and  speaks  both  En- 
id French.  Rizk  doesn't  see  much 
for  himself  in  his  native  Montre- 
igh.  More  and  more,  non-French 
ois  like  him  face  discrimination 
hose  of  French  ancestry.  So  he 
n  launching  his  financial  career  in 
S.  or  English-speaking  Canada, 
zk,  that's  a  sad  prospect.  "My 
and  friends  are  here,"  he  says. 
,  Rizk's  predicament  could  be  re- 
many  times  over  as  Quebec  ap- 
;o  head  for  a  divorce 
Canada.  Virtually  all 
low  Quebec  will  reject 
.  26  referendum  sup- 
continued  Canadian 
The  most  recent  poll, 
ample,  shows  49%  of 
cois  voting  no,  37% 
d  14%'  undecided. 
,da  will  still  be  one 
/  if  the  referendum  is 
ed.  But  efforts  to 
Quebec  an  independent 
/  would  get  an  enor- 
boost.  Warns  Prime 
ir  Brian  Mulroney:  "It 
!an  the  end  of  negotia- 
.  [and]  the  beginning 
process  of  dismantling 
I." 

Canadian  economy,  al- 
aattered  by  last  year's 
ion,  is  taking  even 


)NAL  BUSINESS 


more  hits.  The  mere  threat  of  a  no  vote 
"has  already  had  an  impact  on  our  dol- 
lar," says  Al  Flood,  CEO  of  the  Canadian 
Imperial  Bank  of  Commerce.  On  Sept. 
29,  the  Canadian  dollar  plunged  to  a 
four-year  low  of  80$  against  the  U.  S. 
dollar,  down  from  89$  late  last  year. 
Market  analysts  fear  that  this  will  keep 
interest  rates  high.  On  Sept.  80,  Cana- 


WHAT  COULD  HAPPEN 
IF  CANADA  BREAKS  UP 

The  view  from  the  The  view  fror 


the 


Royal  Bank  of  Canada 

Quebec  nationalists 

MONEY 

Quebec  adopts  its  own 
currency,  forcing  up 
interest  rates 

Quebec  would  continue  to  use  the 
Canadian  dollar,  but  it  would  lose 
control  over  monetary  policy 

TRADE 

Disrupted  while  regional  pacts, 
such  as  the  North  American 
Free  Trade  Agreement,  have 
to  be  renegotiated 

There  would  be  little  disruption,  since 
Quebec  strongly  favors  free  trade 
and  would  work  for  an  economic 
"association"  v/ith  the  rest  of  Canada 

LIVING 

STANDARDS 

Unemployment  soars  to  15% 
as  per  capita  income  plunges 
28%  below  U  levels 

While  there  might  be  short-term 
costs,  the  Quebec  economy 
would  flourish  long-term 

da's  major  banks  raised  the  prime  i-ate 
i;iy  two  percentage  points,  to  8.25',;. 

Canada  would  pay  a  far  higher  price  if 
Quebec  actually  separated.  On  Sept.  25, 
the  Royal  Bank  of  Canada  issued  a 
study  warning  that  a  breakup  would  im- 
pose "huge  and  long-term  costs"  on  Ca- 
nadians (table).  A  split  would  put  Cana- 
da permanently  behind  in  its  competition 
with  the  U.  S.,  by  far  its  largest  trading 
partner,  the  study  says. 

Quebec  nationalists  dismiss  the  bank 
study  as  fear-mongering.  "The  Royal 
Bank  is  way  the  hell  off  base,"  says  the 
head  of  the  Quel)ec-based  Committee  of 
Economists  for  the  No,  Pierre-Paul 
Proulx.  He  admits  that  a  no  vote  on 
unity  "would  hurt  across  Canada,  but 
the  dust  would  settle  fast."  Quebec  na- 
tionalists also  insist  that  a  free  Quebec 
would  still  maintain  close  economic  ties 
with  the  rest  of  Canada. 

Yet  the  Royal  Bank  is  hardly  alone  in 
predicting  that  Canada  can't  afford  a 
breakup.  Most  English-speaking  econo- 
mists believe  trade  relations  between  a 
newly  indei)endent  Quebec  and  the  rest 
of  Canada  would  be  sorely  strained  be- 
cause of  lingering  bitterness.  Mean- 
while, Quebec  would  have  to  apply  for 
admission  to  both  the  U.  S. -Canada  Free 
Trade  Agreement  and  the  North  Ameri- 
can Free  Trade  Agreement,  linking  Can- 
ada, Mexico,  and  the  U.  S.  Quebec  would 
also  be  forced  to  choose  between  two 
unpalatable  options:  creating  its  own, 
unstable  currency  or  keeping  the  Cana- 
dian dollar  and  ceding  control  of  mone- 
tary policy  to  Ottawa. 
EXIT  EN  MASSE.  Still,  split-Up  Or  no, 
young  Anglophones  such  as  Rizk  see  no 
future  in  Quebec  and  plan  to  flee.  One 
recent  survey  by  McGill  sociology  pro- 
fessor Uli  Locher,  for  example,  found 
of  English-speaking  high 
school  students  expect  to 
leave  Quebec  within  five 
years.  Only  5'/'  definitely 
plan  to  remain. 

Many  members  of  Que- 
bec's business  community  in- 
sist that  a  split-up  is  simply 
unthinkable.  Claude  Beau- 
champ,  president  of  a  blue- 
chip  business  group  cam- 
paigning for  unity,  for 
example,  believes  that  Que- 
bec will  ajjprove  the  referen- 
dum in  the  end.  "Quebecers 
are  a  prudent  people,"  he 
reasons.  They  may  well  be. 
But  it  will  take  far  more  than 
just  a  yes  vote  to  heal  the 
long-standing  tensions  be- 
tween the  French  and  En- 
glish in  Canada. 

By  William  ('.  Sij)no)/ds  in 
Montreal 
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IN  ANY  LANGUAGE, 

THEY'RE  LEARNING  TO  SAY  XLINTON' 


Many  loivi^'n  {xiliticiaiis  and  executives,  have  been 
(■nuntin,^'  on  another  term  of  Republican  rule.  They 
are  comt'ortahle  with  Geoi'.i4'e  Busii  and  prefer  his 
(lil)lonial  ic  prowess  and  free-trade  vahies  to  a  relatively  un- 
known IJill  Clinton.  But  in  recent  weeks,  the  realization  that 
Bush  is  in  deep  trouble  has  be.nun  to  sink  in.  European  and 
Asian  leaders  now  are  casting'  a  cooler  eye  on  Bush  and  tak- 
ing' a  closer  look  at  Clinton. 

Indeed,  a  new  take  on  Bush  is  emer,u;ini<  in  Europe.  Many  of 
the  Euro-elite  complain  that  he  has  scjuandered  much  of  the 
admiration  he  garnered  abroad 
during  the  Pei'sian  (iulf  war  and 
the  glory  days  of  his  "new  workl 
order"  campaign.  "Bush  gave  the 
impression  he  didn't  know  what 
to  do  in  the  domestic  economic 
arena,  and  now  he  has  started  to 
sell  weajjons  to  Taiwan,  Saudi 
Arabia,  whomever,"  says  Thierr> 
de  Montbrial,  directoi'  of  the 
French  Institute  of  International 
Relations.  "This  undermined  much 
of  his  credibility  in  foreign  policy." 
FAMILIAR  RING.  With  the  cold  war 
o\er,  America's  allies  are  eager 
for  a  president  who  can  recharge 
the  U.  S.  economy  and  help  them 
out  of  their  own  economic  mess.  Many  foreign  officials  believe 
the  U.S.  must  be  stronger  at  home  to  lead  Jibroad.  They 
think  the  Bush  team  is  out  of  gas  on  that  score.  "Those  who 
want  a  strong  U.  S.  in  the  future,  one  that  plays  a  leadershij) 
role,  must  favor  change,"  says  Friedbert  Pfliiger,  a  Christian 
Democratic  member  of  Germany's  Parlianu'iit.  who  is  cur- 
I'ently  reading  Vice-Presidential  candidate  Al  Core's  environ- 
mental treatise,  Enrlh  in  lliv  lldhuicv. 

To  Europeans,  Clinton's  call  for  a  mi.x  of  govermnent  acti- 
\'ism  and  private  investment  sounds  comfortal:)ly  familiar.  "A 
Clinton  Presidency  will  mean  the  Europeanization  of  American 


policy  models"  for  health  care,  education,  and  other  sc 
needs,  predicts  Stephan-G()tz  Richter,  a  "VVashington  polit 
consultant  with  clients  in  Bonn  and  Frankfurt.  Clinton's 
phasis  on  investing  in  a  better-trained  labor  force  also  v 
praise  from  David  de  Pury.  co-chairman  of  AHR  Asea  Bn 
Boveri  Ltd.  "If  he  understands  that  the  U.  S.  will  bec( 
stronger  with  education  and  training,  he  luiderstands 
main  thing."  de  Pury  says.  And  for  now,  few  Europeans  Si 
worried  that  Democratic  control  of  the  White  House 
C'ongress  would  lead  to  an  even  bigger  U.S.  budget  mes 

IN  STEP.  In  Asia,  Clintonor 
plays  to  generally  warm  revie 
too.  But  his  support  for  str 
measures  to  pry  open  fort 
markets  with  the  threat  of  re 
ation  worries  some  Japanese  e 
utives.  Hong  Kong  also  is  sc£ 
by  Clinton's  willingness  to 
U.  S.  trade  privileges  for  Chin; 
Beijing's  hiunan  rights,  trade, 
arms-ijroliferation  record.  W 
out  Bush  arotnifl  to  veto  s 
measures.  Hong  Kong  busin 
people  fear  the  U.  S.  will  rev 
most-favored-nation  trade  sti 
for  China,  sending  the  Bri 
colony's  economy  into  a  tails 
The  prospect  of  a  Clinton  Presidency  has  already  helped 
press  the  local  stock  market  for  two  months. 

On  most  foreign  and  security  issues  such  as  NATO  ami  ! 
trade  with  Mexico,  Clinton  is  mostly  in  step  with  Bush  and 
mainstream.  He's  seen  not  as  a  Carter-type  ditherer  bui 
Oxford-edticated  internationalist  who  wants  the  U.S.  to  coi 
ue  to  take  strong  leadei'ship  roles  in  NATO  and  Asian  si  ciii 
But  it  is  Clinton's  locus  on  economic  issues  that  is  winniiiL', 
grudging  ajipi'oval  abroad—just  as  it  is  at  home. 

By  Anifi  Barrus  in  Witsliiiujtdii,  iritli  (hiil  E.  Srharo 
Bonn  <tn(l  Jai/cc  B<ini(ith<(n  in  Iloin/  Kang 


GLOBAL  WRAPUP I 


aECHOSLOVAKIA 


Eastern  Europe's  ailing  nuclear  in- 
dustry paid  its  first  dividend  in  the 
West.  Besting  Germany's  Siemens  and 
Switzerland's  ABB,  Westinghouse  Ele'-- 
tric  Corj).  won  a  $220  million  contract 
to  upgrade  the  twin  Temelin  nuclear 
plants  in  the  Czech  Republic.  Key  to 
the  success  was  a  promise  to  set  up  a 
i>iaqiiilaflo?-a-sty\e  manufacturing  plant 
near  Prague,  to  give  Czechs  jobs  and, 
as  important,  reduce  the  hard -currency 
expense  of  the  nuclear  rehab. 

Westinghouse  now  looks  east  from 
its  O.ech  foothold,  hoping  to  l)ranch 
into  Ukraine,  Bulgaria,  and  Ru.ssia.  In- 
cluding Temelin,  the  region  ha.s  38  Rus- 


sian VVER  1000  pressurized  water 
l>lants  requiring  some  $6  billion  worth 
of  work  in  the  coming  years.  The  U.  S. 
Export-Import  Bank  is  financing  $187 
million  of  the  Temelin  contract. 

BRAZIL   

Moves  toward  a  free-market  econ- 
omy are  likely  to  continue  un- 
der President  Itamar  Augusto  Cantiero 
Franco,  who  was  scheduled  to  step  up 
froin  his  post  as  Vice-President  follow- 
ing Congress"  Sept.  29  imiieachment 
of  President  Fernando  Collor  de  Mello. 
Franco,  61,  has  recently  stressed  his 
support  for  Collor's  modernization  pro- 
gram, although  he  opposed  the  1991 
l)rivatization  of  Usiminas,  a  steelmaker 


in  his  home  state.  Since  then,  ma 
executives  believe,  Franco  has  shift 
toward  greater  support  for  econonf 
reform.  A  litmus  test  of  his  intentio 
will  be  the  scheduled  Oct.  22  auction 
Acesita.  Latin  America's  only  stainle 
steelmaker. 

IRAN 


American  intelligence  has  spott 
a  Russian  KlLO-class  submarine  ' 
route  to  Iran,  despite  recent  assi 
ances  from  Moscow  that  it  had  shelv 
plans  to  sell  Iran  three  subs.  Two  mo, 
subs  are  expected  to  be  delivered  lat 
this  year.  Pentagon  officials  fear  th 
could  be  used  to  intimidate  oil  tank 
traffic  in  the  Persian  Gulf. 
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FREE  REPORTS  FROM  33 
OF  THE  FASTEST-GROWING 
COMPANIES  IN  AMERICA 


The  exceptional  companies  listed  alphabetically  below  want  you  to  know  more  about  them.  Simply  complete  the 
attached  coupon  for  free  copies  of  their  annual  reports.  Nearly  every  actively  traded  company  was  screened,  using 
data  provided  by  Standard  &  Poor's  Compustat  Services,  to  determine  the  top  growth  companies  invited  to  appear. 

Invited  companies  ranged  in  size  from  a  few  giants  of  corporate  America  to  emerging  growth  companies  with  sales 
of  at  least  $5  million.  All  companies  were  screened  for  exceptional  long-term  sales  growth,  recent  growth  trends,  size 
and  stock  price  —  none  under  $2.00  per  share. 

Only  15  %  of  all  companies  on  Compustat's  database  passed  these  tests  and  were  invited  to  make  this  free  offer 
of  investor  information.  Thirty-three  of  these  exceptional  companies  appear  below. 


1. 

Altera  Corporation 

18. 

Isco,  Inc. 

programmable  logic  semiconductor  chips 

environmental  &  analytical  instruments 

2. 

American  Business  Information,  Inc. 

19. 

JWP  INC. 

making  business-to-business  marketing  possible 

technical  services 

3. 

American  Software,  Inc. 

20. 

Meadowbrook  Rehabilitation  Group,  Inc. 

develop  and  market  application  software 

providing  svcs.  to  persons  with  head  injuries 

4. 

Artisoft,  inc. 

21. 

Medical  Technology  Systems,  Inc. 

local  a'ea  network  hardware  &  software 

servicing  suppliers  to  long-term  healthcare  ind. 

5. 

Ashland  Coal,  Inc. 

22. 

Natural  Wonders,  Inc. 

mining  &  marketing  of  low  sulfur  coal 

specialty  retail — nature  &  science  theme 

6. 

Belmac  Corporation 

23. 

PacifiCare  Health  Systems,  Inc. 

international  pharmaceuticals 

managed  health  care 

7. 

Cardiovascular  Imaging  Systems;  CVIS 

24. 

PageNet 

disposable  imaging  catheters 

paging  services 

8. 

D.  R.  Morton,  Inc. 

25. 

Penn  Treaty  American  Corporation 

single-family  home  builder 

long-term  care  insurance 

9. 

Encore  Wire  Corporation 

26. 

Pharmacy  Management  Services,  Inc. 

mfg.  —  copper  elec.  wire  for  residential  use 

worker's  comp  managed  care/serv.  /prod^  /Rx 

10, 

First  Pacific  Networks 

27. 

Research  Industries  Corporation 

integrated  telephone,  TV  S  data  networks 

specialty  devices  for  open-heart  surgery 

11. 

Foundation  Health  Corporation 

28. 

Secom  General  Corporation 

managed  health  care 

basic  manufacturing 

12. 

Franklin  Quest  Co. 

29. 

VISX,  Incorporated 

conducts  time  mgt.  seminars  &  mkts.  day  planners 

vision  correction  using  laser  surgery 

13  Goody's  Family  Clothing,  Inc. 

30. 

VMark  Software,  Inc. 

moderately-priced  fashion  retailer 

software  and  services 

14  Health  &  Rehabilitation  Properties  Trust 

31. 

Waterhouse  Investor  Services,  Inc. 

financing  for  the  health  care  industry 

discount  broker 

15  Hoenig  Group  Inc. 

32. 

Xircom,  Inc. 

institutional  stock  brokerage 

products  for  networking  portable  PCs 

16. 

Hospital  Staffing  Services,  Inc. 

33. 

ZOLL  Medical  Corporation 

home  health  care  &  temporary  nursing  services 

defibnilators,  monitors,  external  pacers 

17  Howtek,  Inc. 

computer  colorgraphic  systems  &  peripherals 

Please  circle  below  the  number  assigned  to  each  company  listed  on  this  page  whose  report  you  would  like  to  receive. 
Your  request  will  be  forwarded  to  each  company  and  information  mailed  promptly.  Deadline  for  response  12/4/92. 
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C.  Securities  Sales  Manager 
G.  Certified  Financial  Planner 


D.  Security  Analyst 
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THE  CITY  YEAR  PROGRAM  IN  BOSTON:  CLEANING  UP  FOR  TUITION  POINTS 


NEW  SCHOOLS  OF  THOUGHT 
ON  PAYING  FOR  COLLEGE 


Two  plaiis  are  gaining  support:  National  service  and  direct  loans 


R 


ising  tuition  and  slumping  in- 
comes have  sparked  plenty  of  pro- 
posals for  making  college  more 
affordable.  Now,  two  plans  are  moving 
to  the  head  of  the  class.  One  would  let 
students  repay  college  loans  through  a 
system  of  national  service.  The  other  in- 
volves direct  loans  from  the  govern- 
ment— bypassing  banks  as  intermediar- 
ies— with  repayment  through  payroll 
deductions  based  on  a  student's  post-col- 
lege income.  Both  ideas  are  being  tested 
in  pilot  programs  set  up  by  Congress. 
And  they're  getting  lots  of  attention 
now  that  Bill  Clinton  has  vowed  to 
broaden  them  if  he  becomes  President. 

Together,  the  two  ideas  would  alter 
government  loan  programs  substantial- 


ly, give  millions  of  students  more  op- 
tions, and  have  profound  economic  impli- 
cations. If  the  plans  boost  enrollments, 
they  could  cause  a  minor  glut  of  college 
grads  in  the  work  force  and  thus  slow 
their  pay  hikes  relative  to  those  of  less 
educated  workers.  This  would  help  re- 
verse a  trend  toward  wage  inequality 
that  accelerated  in  the  1980s.  "It's  possi- 
ble that  these  ideas  could  bring  enough 
people  into  college  to  affect  the  national 
wage  structure,"  says  John  H.  Bishop, 
an  economist  at  Cornell  University. 

The  idea  of  national  service  dates 
from  at  least  1910,  when  the  philosopher 
William  James  called  for  civilian  volun- 
teers to  tackle  social  problems,  just  as 
soldiers  once  volunteered  for  war.  Mod- 


ern versions  of  the  idea  are  the  !  ; 
Corps,  VISTA,  and  programs  such  :• 
California  Conservation  Corps,    . .i 
pays  youths  to  clean  up  and  man  it  i 
state  parks.  All  told,  some  10,0(in  i 
lege-age  volunteers  work  in  sucli  ;, 
grams,  says  Charles  C.  Moskos,  a  N'. 
western  University  professor  and  aui 
of  a  recent  book  on  national  servn 

In  the  late  1980s,  Moskos  auM 
Democratic  Leadership  Council,  a  ^rijU 
of  party  leaders  that  includes  Clini 
combined  the  idea  of  national  sen 
with  the  lure  of  college  grants.  A  1 
law  sponsored  by  Senator  Sam  Nunn 
Ga.)  set  up  a  Commission  on  Nationa 
Community  Service  (CNCS)  and  gav( 
$75  million  to  fund  and  evaluate  exp 
ments.  The  goal:  to  see  what  appro£ 
if  any,  could  become  a  model  for  a  lai 
scale  program.  This  summer,  the  C( 
mission  gave  $20  million  to  eight  { 
grams  that  will  offer  college  grants. 
LUKEWARM  SUPPORT.  One  progr 
that's  already  running  is  City  Y( 
based  in  Boston.  It  was  started  in  1 
by  a  newly  minted  Harvard  Law  Sch 
graduate,  Michael  Brown,  who  rai 
enough  foundation  and  corporate  moi 
to  sign  up  50  students  aged  17  to  22.  [ 
program  pays  $100  a  week  for  n 
months  of  work,  plus  $5,000  at  the 
for  college  or  job  training.  Students 
anything  from  cleaning  city  parks 
working  as  teachers'  aides  in  Bos 
high  schools.  This  year's  $3.5  mill 
grant  from  the  CNCS,  which  doubled  C 
Year's  annual  budget,  allowed  it  to 
roll  225  students  starting  in  Septemb 

President  Bush  signed  the  1990  1; 
but  his  support  for  national  service 
more  lukewarm  than  Clinton's.  BusI 
wary  of  new  spending,  while  Clin 
vows  to  earmark  up  to  $8  billion  a  y 
to  create  2.50,000  national-service  sk 
Clinton  would  pay  students  the  m 
mum  wage  during  their  service  and  i 
give  $10,000  worth  of  college  loans 
year  of  work— up  to  $20,000  total.  ' 
program  would  be  open  to  anyone,  f 
come,  first  served.  If  enough  stude 
signed  up  to  fill  every  slot,  one  mill 
could  attend  school  on  the  program 
any  given  time.  Currently,  there 


REVAMPING 
COLLEGE  LOAN 
PROGRAHHS 

Two  recent  federal  lows  hove  led 
to  experiments  that  Democratic 
Presidential  candidate  Bill  Clin- 
ton would  expand  into  national 
programs,  dramatically  altering 
the  way  student  loans  are  made 


CURRENT  METHOD 


Washington  spends  $6  billion  a 
year  to  subsidize  loans  averag- 
ing about  $3,000  to  4.3  million 
college  students.  Bonks  receive 
fees  of  $1  billion  a  year  to  issue 
the  loans.  The  Student  toon  Mar- 
keting Assn.  (Sollie  Mae)  acts  as 
a  secondary  market  by  buying 
the  loans  from  the  banks 


INCOME-CONTINGENT  PLAN  ■     NATIONAL  SERVICE  PLAN 


Starting  in  1994,  undergradu- 
ates at  up  to  400  colleges  can 
borrow  up  to  $  1 7,000  directly 
from  the  Education  Dept.,  by- 
passing the  banks  and  Sallie 
Mae.  Some  students  will  be  able 
to  repay  the  loans  through  pay- 
roll deductions,  based  on  their 
post-college  salary 


An  alternative  plan  would  let  sfi 
dents  repay  loans  by  performini 
community  services  such  as 
cleaning  city  parks  or  teaching 
school.  Eight  pilot  programs  are 
giving  students  grants,  plus  sti- 
pends to  live  on  while  they  work 
Clinton  would  trade  $20,000  in 
loans  for  two  years  of  service 


i 
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about  14  million  students  in  college. 

The  biggest  challenge  would  be  to 
come  up  with  jobs  that  need  doing.  "We 
don't  want  make-work  jobs,"  says  Bruce 
Reed,  a  policy  expert  in  the  Clinton  cam- 
paign. Clinton  would  rely  on  CNCS  to 
avoid  this.  Private  groups,  such  as  City 
Year  or  the  Salvation  Army,  as  well  as 
school  districts,  local  governments,  and 
public  agencies  could  ask  for  student 
helpers.  A  local  CNCS  office  would  match 
jobs  and  participants,  who  could  do  their 
service  before,  during,  or  after  college. 

Another  difficulty  would  be  creating 
250,000  student  jobs  without  displacing 
full-time  workers.  In  mid-September,  for 
instance,  a  Pennsylvania  state  court 
ruled  that  the  Athens  Area  School  Dis- 
trict illegally  used  volunteers  instead  of 
regular  teachers  for  a  program  that 
taught  students  about  business.  Critics 
of  national  service  suggest  that  teachers 
or  city  workers  may  lodge  similar  com- 
plaints. Still,  some  unions  endorse  the 
concept.  "A  lot  of  things  need  doing  that 
aren't  being  done  now,  like  tutoring  dis- 
ruptive students,"  says  Albert  Shanker, 
president  of  the  American  Federation  of 
Teachers.  "If  national  service  volunteers 
do  work  that  wouldn't  be  done  anyway, 
unions  should  accept  them." 


The  other  idea  on  the  table — income- 
contingent  loans — could  be  just  as 
sweeping.  Last  year.  Senators  Paul  Si- 
mon (D-Ill.)  and  Dave  Durenburger  (R- 
Minn.)  sponsored, a  bill  that  Clinton  says 
he'll  support  if  he  wins.  It  would  scrap 
current  student-loan  programs,  which 
lend  an  average  $3,000  a  year  through 
banks  to  4.3  million  students.  Instead, 
the  Education  Dept.  would  directly  lend 


If  the  IRS  collects 
student  loans,  the  default 

rate  should  drop  by 
at  least  $1  billion  per  year 


as  much  as  $37,000  to  undergraduates, 
more  than  double  the  current  limit.  Loan 
payments  would  be  made  through  Inter- 
nal Revenue  Service  payroll  deductions, 
and  would  vary  depending  on  the  bor- 
rower's post-college  income — though  the 
loans  would  have  to  be  paid  back  in 
full.  For  instance,  workers  earning  less 
than  $10,000  a  year  would  pay  9%  of 
their  gross  income,  while  workers  mak- 


ing more  than  $26,000  would  pay 
Advocates  say  the  savings  woul 
immense.  Washington  now  spends  $6 
lion  a  year  to  issue  $12  billion  wortl 
student  loans.  Roughly  $1  billion  of 
goes  to  banks  to  subsidize  loans.  S' 
$3  billion  is  earmarked  for  past  defai 
which  are  running  at  about  11%  of 
$50  billion-plus  in  loans  outstanding, 
other  $1  billion  is  set  aside  for  e.xpec 
future  defaults. 

PRICEY  ALTERNATIVES.  The  new  sys 

could  save  at  least  $2  billion.  The  b: 
subsidy  would  be  cut  out.  And  with 
IRS  collecting,  the  default  rate  sh 
drop  by  at  least  $1  billion  a  year,  a 
mates  the  General  Accounting  Ofii 
Despite  banking  industry  objectic  s 
President  Bush  recently  signed  a  hig!  -i 
education  bill  that  sets  aside  $500  mil  fi 
to  test  the  direct  loan  idea  in  up  to  li 
colleges. 

Other  suggestions  abound  for  mak[; 
college  affordable,  such  as  using  Indi  !• 
ual  Retirement  Accounts  to  pay  tui  r 
or  making  college  loans  tax-deducti 
But  most  such  plans  would  cost  the  ^  'i 
ernment  more  than  a  combination  of 
tional  service  and  direct  loans — whic'^ 
why  those  approaches  are  getting  a  1 1 
By  Aaron  Bernstein  in  New  Pfi 


Loews  First. 
Because  Frequent  Travelers 
Deserve  Frequent  Rew4RDS. 


If  you're  on  the  road  often,  we  believe  it  should  lead  to  big  rewards.  Like  Loews  First,  our 
program  of  special  benefits  for  the  frequent  traveler  Once  enrolled,  here's  what  the  program 
promises  you:  Guaranteed  preferred  room  rates,  express  check-in  and  check-out,  late 
check-out  and  accommodaHon  upgrades  when  available.  Plus,  an  opportunity  to  easily  earn 
fabulous  free  vacaHon  weekends  in  any  of  our  exciting  desHnations!  Loews  First.  It  takes 
just  minutes  to  enroll.  So  call  now  for  details,  and  sign  up  soon.  800-23-LOEWS. 


Your  Place  In  The  World. 

For  reservahons  call  your  travel  expert  or  800-23-LOEWS 

'Based  on  single  occupancy  Rdfes  are  subject  to  change  without  notice  Offers  based  on  availability 


Rates 
From  $90' 

Loews  Ventana  Canyon  Resobt 
Tucson,  Arizona 
8150 

Loews  Santa  Monica  Beach  Hotei 
>  Los  Angeles,  California 
$195 

Loews  CoRONADo  Bay  Resort 
San  Diego,  California  - 
8160 

Loews  Giorgio  Hotel 
Denver,  Colorado 
»90 

Loews  Annapous,Hotel 
Annapolis,  Maryland 
8100 

Loews  New  York  Hotel 
New  York 
8155 

Loews  Vanderbilt  Plaza  Hotel 
Nashville,  Tennessee 
897 

Loe)VS  Anatole  Hotel 
Dallas,  Texas 
8125 

Loews  L'enfant  Plaza  Hotel  > 
Washington,  D.C. 
8139 

-   Loews  LeConcorde  Hotel 
Quebec  City,  Canada 
90  (Con.) 
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A  promise  tliat  tein^  away  from  work  won  't  feel  like  being'  out  nt  work. 


promise  to  rememLer  tkat  ^et  well  cards  and  daisies  don't  pay  tlie  medical  kills 


promise  tkat  skipped  lunck  and  midnigkt  oil  will  ke  investments  tkat  pay  off. 


Slotliin^  liinds  us  one  to  tKe  other  like  a  promise  kept.  Notliiii^  divides  us  like  a  promise  lirokeii.  At  MassMutual 
ive  believe  in  keeping  our  promises.  Tkat  wav  all  the  families  and  businesses  tliat  relv  on  us  can  keep  tlieirs. 

aiz>   

MassMutual' 

81990  Massachusells  Mulual  Lile  Insurance  Co  Spnnqlield  MA  01111  ^X'C  IicId  VOU  keCI")  VOU  T  DrOmisei 


TRADING  IN  NEW  YORK:  REUTERS'  KEY  BANKING  CUSTOMERS  ARE  RETRENCHING  OR  MERGING 


REUTERS  SEES 

A  BLIP  ON  THE  SCREEN 


Its  systems  dominate  currency  trading,  but  rivals  are  gaining 


Some  Europeans  are  already  calling 
Sept.  16  Black  Wednesday:  After 
days  of  frantically  propping  up  its 
currency,  Britain  was  forced  to  abandon 
the  European  exchange-rate  system, 
touching  off  a  currency  crisis  that  left 
Europe's  march  toward  monetary  union 
in  shambles.  But  they're  not  hanging 
crepe  at  the  stately  Fleet  Street  head- 
quarters of  Reuters  Holdings  PLC. 

Monetary  turmoil  is  good  business  at 
the  British  information-services  giant. 
As  they  dumped  pounds  in  favor  of  cur- 
rencies such  as  the  German  mark,  many 
dealers  negotiated  their  transactions  on 
Reuters'  currency-exchange  network.  In 
that  week  alone,  Reuters  figures  1.4  mil- 
lion "electronic  conversations"  took 
place  among  16,000  dealers  in  80  coun- 
tries on  its  network.  That's  40'^  more 
than  its  average  volume.  The  turmoil  "is 
good  news  for  all  vendors,  including 
Reuters,"  says  Andre  Villeneuve,  direc- 
tor of  global  commercial  operations. 

For  the  most  part,  Reuters  doesn't  get 
a  cut  on  each  transaction.  But  it  benefits 
in  other  ways:  If  the  frenzied  trading 
continues,  banks  are  likely  to  beef  up 
their  currency  operations  in  the  short 
term  by  hiring  dealers  and  adding  moni- 


tors. They  may  also  order  more  products 
from  the  broad  menu  of  services  Reu- 
ters provides. 

The  brief  tumult,  however,  merely 
masks  some  long-term  challenges  Reu- 
ters must  confront  after  a  decade  of 
pell-mell  growth.  In  general,  the  reces- 
sion has  quelled  foreign  currency  activi- 
ty in  the  U.  S.,  Europe,  and  Japan. 
Banks,  key  Reuters  customers  in  all 
three  markets,  are  retrenching  or  merg- 


ing, while  aggressive  rega- 
tors  are  forcing  them  to  le 
more  cautious  in  currency  d  1 
ings.  These  trends  will  be  n  • 
nified  if  Europe  does  adop^ 
single  currency.  Trading} 
marks,  pounds,  francs,  and 
will  plunge,  and  banks  will 
plug  many  of  their  terminal 
SLOWDOWN.  What's  mc;, 
Reuters'  dominance  in  the 
rency  market  is  under  atts 
The  company  is  rolling  out  i 
trading  products  (table).  Bu' 
vals  such  as  Dow  Jones's  Tjjji 
rate  and  Citibank's  Quot 
Systems  are  rushing  to  mar 
with  competing  systems.  ^ 
lower  costs,  upstarts  such 
Bloomberg  Financial  Marl 
have  been  able  to  chip  awaj 
Reuters'  core  franchise  in 
nancial  news  and  quotes.  I 
some  key  new  Reuters  pi 
ucts  have  met  with  scant  in 
est  among  customers.  " 
overall  impression  is  that  the  bu! 
seems  to  have  burst,"  says  Julian 
Childs,  executive  vice-president  of  T 
rate.  "They  can  do  wrong,  after  all.' 

Make  no  mistake,  Reuters  still  loc 
large.  The  Telerate  Trading  Sen 
hasn't  caught  on  because  traders 
regard  their  Reuters  monitors  as  sec 
ty  blankets.  Half  the  world's  daily  ■ 
ume  of  spot  foreign  exchange  b 
ness — $250  billion  worth — goes  throi 
Reuters'  system.  And  dealers  w 
glued  to  the  venerable  Reuters  wire 
vice  during  the  recent  turmoil:  "Reut 
never  let  us  down,"  says  Michael 
Wetherall,  director  of  trading  at  Da 
Europe  Bank  PLC.  Expanding  on  its  o 
inal  wire  service,  Reuters  pioneered 
array  of  electronic  information  servi( 
It  now  offers  brokers  and  fund  man 
ers  a  wide  variety  of  data,  quotes, 
analysis.  It  also  allows  dealers  to  tr> 
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LINING  UP  THE  ARTILLERY  AT  REUTERS 


The  company's  key  new  products — and  their  strengths  and  challenges 


DEALING  2000-2  Computerized  service  that  matches  bids  and  offers  between  cui 
rency  traders.  Builds  on  world's  largest  currency-trading  network.  Some  banks  ore 
balking  at  the  system,  while  Telerate  and  Quotron  are  rolling  out  rival  services 


GLOBEX  After-hours  trading  system  for  futures.  Only  service  that  allows  trading  af 
ter  exchanges  are  closed.  A  joint  venture  with  Chicago  futures  exchanges,  but  key 
European  and  Japanese  exchanges  haven't  signed  on  yet 


VISNEWS  Reuters-owned  news  agency  will  serve  as  base  for  a  global  TV  wire  ser- 
vice. Would  give  company  strength  in  both  print  and  TV  information  services.  But 
some  question  whether  dealers  really  want  more  than  BBC  and  CNN 
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With  Global  Communications  From  BT 


'ith  every  foroard  step 

into  the  world 
arketplace,  you  expect 
jeater  success,  better 
ilutions.  Not  a  different 

set  of  problems. 
So  you  look  for  a  global 
•mmunications  partner 
10  has  been  there,  who 
las  managed  cultural, 
npliance,  currency,  and 
language  issues.  One 
ompany  who  makes  it 
all  happen,  while  you 

take  care  of  the 
business  at  hand. 

BT  has  a  global 
presence  that  our 
impetition  can't  match. 
Tie  TYMNET"  Global 
?twork  (TGN),  with  the 
largest  market  share 
nong  U.S.  value-added 
tworks,  supports  Global 
twork  Services  (GNS") 
that  reach  90%  of  the 
rld's  business  centers  in 
ore  than  100  countries. 

Half  of  Europe's 
multinationals  use 
our  services. 
GNS  links  your 
titemational  divisions, 
rhen  we  monitor  and 
pport  those  links  world- 
de,  bill  in  one  currency, 
ind  offer  a  portfolio  of 
ipplications — a  single- 
vendor  solution  that 
nakes  your  life  easier 


Staying  Closer 


Wlien  BT  is  there  for 
your  global  communi- 
cations program,  you  have 
a  consulting  partner  who'll 
help  plan  your  network. . . 
customize  and  simplify. . . 
make  sure  everything 
plugs  in  where  it  should 
at  locations  worldwide. 
If  you  want,  we'll  manage 
it  end-to-end. 
But  we  know  that 
partnership  goes  beyond 
just  making  things  work. 
It  means  understanding 
your  business  strategies 
and  corporate  culture. . . 
tailoring  solutions  to  meet 
your  challenges,  matching 
our  global  technology  to 
your  local  needs.  Helping 
you  go  further  with  your 

business,  and  stay 
closer  to  your  customers. 

Before  you  take  the  next 
step,  call  1-800-872-7654 
(US)  or  1-800-874-7654 
( Canada)  for  more 
information  and  our  Going 
Further  Staying  Closer 
brochure. 

Global  Network  Services 
ExpressLANE" 
Frame  Relay 
Videoconferencing 
EDhNet' 
BT  Messaging  Services 
Electronic  Transaction 
Services 


)  British  Telecommunications  pic  1992  2025-205B 


onlyi 


"Being  a  young  global  company  can  cause  the 
occasional  growing  pain  but  it  has  a  lot  of 
advantages.  We  can  avoid  the  mistakes  made 
by  our  older  brothers.  For  us,  decentralization 


doesn't  mean  turning  everything  upside  dime 
It  has  always  been  a  part  of  our  culture.  Wei  >  [ 
have  40  highly  independent  business  uniji 
My  job  is  to  set  the  framework.  And  give  tK  Jti, 


Akzo  is  one  of  the  world's  leading  companies  in  selected  areas  of  chemicals,  fibers,  coatings,  salt  and  health  care  proi^c 
Some  63,000  people,  active  in  50  countries  around  the  world,  make  up  the  Akzo  workforce.  For  more  information,  write  c:< 
Akzo  America  Inc.,  Corp.  Comm.  Dept./Ri ,  300  South  Riverside  Plaza,  Chicago,  II.  60606.  Phone  (312)  906-7500. 


Aarnout  A.  Loudon,  Chairman  of  the  Board  of  Management  of  Akzo; 


move  within  it.  I'm  involved,  but  I  don't 
2.  Our  business  units  are  both  global 
and  local  entrepreneurs.  It's  all  part  of 
;  the  right  chemistry." 


CREATING  THE  RIGHT 


"Cdlliin.  xoii' re  ;^eiiiii<^  a  raise'  Movini;  our  pensiaii  fuiuls  to 
the  Ber'^er  lOO  FiiiiJ  diul  the  Ber'^er  101  l-  iind  was  a  hrilluiiit  idea  " 

If  vou've  studied  tlie  voriDus  performance  charts,  vou  know  about 
the  impressive  past  record  of  the  no-load  Berger  Funds.  We're  proud 
of  it,  but  more  important  is  the  investment  philosophy  behind  these 
numbers.  Please  call  for  a  prospectus  and  study  it  carefully.  The 
Berger  Funds  are  offered  for  a  minimum  investment  of  $250. 

BtRGKR  ASSOCI.4TKS,  InC. 

(303)  329-0200  /  (800)  333-1001 


Lotte,  The  VIP's  Choice 


"The  service 
mainly.  It's 
impeccable^ 


HOTEL  LOTTE 


Member  in  Seoul,  Korea 


We're  pleased  that  a  good  and  growing  jiumbcr  of  our  guests 
come  back  to  stay  with  us. 

Why.'  As  Mr   Moore  of  Asia  Pacific  Marketing,  explains, 
It's  the  "impeccable  service  "  they  appreciate  most 
"Discrete  and  unobtrusive,"  in  Mr  Moore's  words 

While  the  reasons  vary  from  one  return  guest  to  the  next, 
they  all  share  an  uncompromising  taste  for  excellence 

And  at  lone  they  find  excellence  in  service  and  facilities. 

Shouldn't  the  bjtte  be  your  hotel  in  Seoul' 


for  RejetT/atlons:  New  York:  (201)  944-1117,  Toll  Free  800-22  LOTTE,  LA;  (310)  540-7010.  Toll  Free  800-24  LOTTE,  London  (071)  323-3712/4 
Hotel  Lotte:  C  PO  Box  3500  Seoul,  Tel,  (02)  771-1000,  Telex  LOTTEHO  K23533M,  Fax  (02)  752-3758,  Cable  HOTELOTTE 
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stocks  electronically  with  its  succes  ]  f 
Instinet  service. 

The  trouble  is,  Reuters  isn't  ear 
revenue  yet  from  two  costly  new  f 
ucts:  the  Globex  system,  which  mat 
futures  and  futures  options;  and  Dei 
2000-2,  which  electronically  matches 
and  offers  for  currency  trades.  As  i 
suit,  profit  growth  has  slowed.  In  th( 
months  ended  June  30,  Reuters  po  jjet 
$358  million  in  pretax  profit — a  10% 
crease  over  the  first  half  of  1991. 
two-thirds  of  that  came  from  inte 
income.  It's  a  far  cry  from  the 
1980s,  when  Reuters  routinely  gener^ 
profit  growth  of  25%  to  30%.  "We  1 
two  problems,"  says  Chief  Executivt  '^^i 
ter  Job.  "We  need  to  have  enough 
products  in  play  to  make  sure  rev( 
growth  is  faster,  and 
we  need  profits  that 
stand  out." 

Job's  first  priority 
is  to  attack  costs, 
which  he  admits  is  a 
novel  idea  at  Reu- 
ters. "We  used  to  be 
very  proud  to  say  we 
have  500  people  in 
Japan,"    he  says. 
"Now,   we   say  we 
are  ashamed  that  we 
have  500  people  in 
Japan."  To  combat  Bloomberg  and 
ers,  Reuters  is  also  cutting  prices  for] 
first  time,  even  letting  customers 
quarterly  and  not  a  full  year  in  adva| 

New  products  are  a  bigger  wo'l 
Some  big  banks  are  giving  a  cold  sh 
der  to  Dealing  2000-2.  The  system,  w: 
was  launched  in  April,  has  been  insta  , , 
in  64  banks.  It  gives  Reuters  a  piee 
the  action,  since  traders  who  snatcl  "fei 
advertised  bids  pay  $25  per  transact '^Iffi 
Unfortunately,   most  aren't  using  't^fe 
Deutsche  Bank  asked  Reuters  not  t( 
stall  its  terminals  after  it  initially  agi  — 
to  take  part  in  an  experimental  laui,,),^, 
says  a  spokesman.  'The  problem: 
enough  banks  have  signed  up  to  ir 
the  system  useful.  Says  one  banker.  - 
I  try  to  trade  on  it,  it's  like  a  tree  fal 
in  the  forest.  Nobody  hears  me." 
DERIVATIVES.  Ironically,  Reuters' 
manding  position  in  currency  tradini 
a  root  cause  of  the  problem.  The  con 
ny  already  dominates  spot  trades,  arijjj 
banks  subscribe  to  Dealing  2000-2  loi 
won't  be  long  before  Reuters  comei 
dominate  such  derivative  markets  as 
trading  of  interest  swaps.  Banks  arepjJJ 
luctant  to  let  Reuters  have  the  wholefktiK 
to  itself,  so  they  are  teaming  up 
rivals  and  coming  out  with  their  ( 
currency-trading  products. 

Telerate,  for  example,  is  joining  \ 
18  Japanese  banks,  a  currency  brol 
and  a  telecommunications  company 
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IGANIZE  YOUR  FUTURE  IN  STYLE 

D  SAVE  15%! 


your  1993  BusinessWeek  Planners  and  save 
lus  receive  a  genuine  calf  leather  security 
[e  tag  as  your  bonus  FREE  GIFT  for  ordering 
>r  more  items! 

[  Business  Sense 

xecutives  know  there's  no  better  business  gift  or 
3  tool  than  the  prestigious,  high  efficiency  BusinessWeek 
•s.  Superb  for  organizing  the  busiest  work  schedules,  the 
isWeek  Desk  Planner  featiires: 

lary  through  Januaiy  week-at-a-glance  appointment 
idar  with  plenty  of  room  for  jotting  down  business  and 
onal  appointments 

!  and  1994  monthly  planning  sections 

ages  of  reference  materials  including  30  City  Profiles, 
!  Trade  Shows  and  Conventions,  5-Year  Calendai%  Wine 
age  Guide,  Fi  equently-called  Toll  Free  Ni.imbers, 
mational  Calling  Codes,  up-to-date  U.S.  Ai'ea  Codes, 
11-detailed,  flill  color,  32  page  world  atlas,  and  more! 

;k  Planner  is  handsomely  crafted  with  skived  leather  covers  in  classic  black  or  rich  burgundy,  gilt-edged  pages  and 
en  page  markers.  You  can  have  your  flill  name  imprinted  on  the  cover  in  gold  for  a  small  fee.  The  equally  elegant  matching 
I'lanner,  available  individuaUy  or  as  pail  of  a  specially  coordinated  set,  features  gUt-metal  comer  guards  and  gilt-edged 
1 3-year  calendar,  monthly  planner,  phone  directoiy,  international  calling  codes,  and  more! 

itity  Discounts  and  Your  Company  Logo  Available 

;ion  to  earning  you  a  fi^ee  gift,  ordering  larger  quantities  saves  you  even  more  money.  Why  not 
:  of  your  quantity  discount  savings  to  economically  customize  each  planner  with  your  company 
1  each  recipient's  name?  Then  yom-  planners  will  be  even  gi-eater  status  symbols. 


idential  Set  Carries  Extra  Prestige 

fessionals  with  panache,  the  BusinessWeek  1993  Pi'esidential  Planner  Set  offers  the  same 
1  features  described  above,  in  a  limited  edition  crafted  of  premium-grade  navy  blue  leather  with 
oled  silver  comer  guards  and  two  blue  silk  ribbons.  The  matching  blue  leather  WaUet  Planner 
Iver-plated  jotting  pen  tucked  neatly  inside.  This  set  makes  a  powerful  statement. 


US  Credit  Card 
holders  may  call 

TOLL  frp:e 

*-*  800-722-9999 

and  ask  Operator  18  for 
Planner  Dept.  BC3EOF3. 


intry_ 


Post  Code  - 


Job  Title 


i  more  information  on  larger  quantity 
ants  and  customization  options. 


ne  to 
ed 


VOLUME  DISCOUNTS 


CODE  PRODUCT 


COLOR 


1-.3       4-24     25-49  i    50+  ;  QTY 


BWlOl  Presidential  Set 


BW206  Planner  Set  with 
BW220  BusinessWeek  logo 
Planner  Set  without 
BusinessWeek  logo 


BW210 
BW226 


Blue 
Black  " 
Burgundy 
Black 


90.00    NO  DISCOUNT  AVAILABLE, 


38.25    32.50  28.50 


BW201  Desk  Planner  with 
BW214  BusinessWeek  logo 


Burgundy 
Black 


BW207 
BW216 
J3W204 
BW218 


Desk  Planner  without 
B^siinessWeek  logo 

.7^^  Pocket  Planner 


Burgundy 
BlacTt 


28.00    24.75  23.00 


Burgundy 
Black 


27.25 


22.00 


Burgundy 


14.50    11.45    10.45  9.35 


:  enclosed  payable  to  'BusinessWeek  Planner' 

y  company  (purchase  order  &  co.  letterhead  required) 
feto:  DAmEx  DDiners  CMasterCard  □VISA 


Prices  include  delivery  by 
surface  mail  but  do  not 
include  local  duties  or  taxes. 


Handling/Packing  US$2.25  per  item 
Gold  blocking  of  name  US$4.75  per  item 
N.J.  residents  add  6'i  sales  tax 
U.K  residents  add  V.A.T.  at  prevailing  rate 
TOTAL  US$ 


To  order,  make  your  check  payable  to 
BUSINESSWEEK  PLANNER  and  send  to  Dept.  BC3EOF3. 
P  O,  Box  8035.  Brick,  N.J.  08723  U.S.A.,  Fax  201  461  9808 

P.O.  Box  13,  Great  Missenden,  Bucks,  HP16  ODQ,  ENGLAND,  Fax  44  494  890757 
Suite  C,  22nd  Floor,  Yiko  Industrial  Building,  10  Ka  Yip  Street,  Chaiwan,  HONG  KONG 
Fax  852  5589246 
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Are  you  losing  interest  in  your  CD 's? 

The  Legg  Mason  Funds 

can  offer  an  alternative 


U.S.  Government 
Intermediafe-Term  Portfolio 

Toldl  returns  as  of 
June  30,  1992  were  as  follows: 

Average  Annual 
Cumulative       Total  Return 


Investment  Grade 
Income  Portfolio 

Total  returns  as  of 
June  30,  1992  were  as  follows: 

Average  Annual 
Cumulative       Total  Return 


lYr. 

+ 13.3% 

+  13.3% 

Life  of  Fund  * 

+  57.1% 

+  9.7% 

lYr. 

+  14.7% 

+  14.7% 

Life  of  Fund  * 

+  57.6% 

+  9.7% 

Unlike  a  CD,  the  investment  return  and  principal  value  of  an  investment  in  the  Funds 
are  not  FDIC  insured  and  each  Fund's  value  and  yield  wiW  fluctuate  depending  upon  a 
variety  of  factors,  including  change  in  market  interest  rates.  Thus,  an  investor's  snares, 
when  redeemed,  may  be  worth  more  or  less  than  their  original  cost.  The  returns  shown 
are  historical  results  and  are  not  intended  to  indicate  future  performance.  The  Fund's 
Manager  waived  management  fees  and  assumed  other  expenses  during  these  periods 
which  had  the  effect  of  increasing  total  returns.  Had  the  fees  and  expenses  not  been 
waived,  the  total  returns  would  have  been  lower.  For  a  free  prospectus  containing  more 
complete  mformation,  including  charges  and  expenses,  please  contact  your  Legg 
Mason  Wood  Walker,  Inc.  Investment  Executive.  Read  the  prospectus  carefully  before 
vou  mvest  or  send  money. 


LEGG 
MASON 


Legg  Mason  Wood  Walker,  Inc. 
Ill  S.  Calvert  St. 
Baltimore,  MD  21202-6184 
1-800-822-5544 

*  Fund's  Inception  -  August  7,  1987 


1400+  MUTUAL  FUNDS 


THE  WHO,  WHAT,  WHERE, 
WHEN,  HOW,  AND  WHY— 
EROM  BUSINESS  WEEK! 


GUIDETO 


'his  eagerly-awaited  new  edition  of 
one  of  the  most  popular  investment 
guides  ever  published  gives  hundreds 
of  authoritative  scoreboards  to  help  you 
make  safe  and  successful  mutual  fund 
investment  decisions.  You'll  find  insider 
information  on  ... 


FUNDS 


Cloth,  0-07-035856-7,  $24.95 
Paper,  0-07-035857-5,  $14.95 


WHOSE  funds  are  risky  •  WHAT  to  do  to  minimize  taxes,  maximize 
profits  •  WHERE  to  hnd  the  best  funds  for  401  (k)s  and  IRAs  •  WHEN 
tax-free  funds  are  advantageous  •  HOW  to  monitor  your  portfolio  and 
compare  fund  and  market  performance  •  WHY  dollar-cost  averaging  is  the 
long-term  answer  •  AND  much  more 


Available  al  your  local  bookstore — 
or  cMl  loli  rree  1  -SQO-2-MCCi  RAW 


L 


Business  McGraw-Hill,  II  West  19th  Street,  New  York,  NY  10011 


form  MINEX  Corp.,  whose  main  pro(( 
is  an  electronic  currency-matching  •; 
tern  similar  to  Dealing  2000-2.  M  i 
while,  Quotron  is  hooking  up  with 
large  U.  S.  and  European  banks  to  s 
a  second  competitor,  called  Eleetr  i 
Broking  Service.  Both  new  services  r 
expected  by  the  middle  of  next  yeai| 

Reuters  has  had  similar  problems  \j 
Globex.  The  system,  which  it  develc 
with  the  Chicago  Mercantile  Excha 
and  the  Chicago  Board  of  Trade,  g| 
traders  a  real  edge:  After  the 
closes,  they  can  trade,  say,  Eurodcj 
futures  on  Reuters  monitors  at  hor 

But  once  again,  users  are  balking| 
cause  Globex'  volume  of  longs 
shorts  hasn't  reached  critical  mass, 
result,  it  didn't  cash  in  on  the  re\ 
tumult  in  futures  markets.  "If  the 
tem's  not  walking  or  crawling  yet, 
don't  tell  it  to  go  fetch  a  beer," 
Globex  Chairman  Leo  Melamed, 


Eventually,  Reuters  may  of 
its  own  broadcast  news  tc 
dealers  on  the  same  screei 
they  use  for  trading 


formerly  headed  the  Merc.  Globe 
also  not  really  global:  Futures 
changes  in  Tokyo,  London,  and  B| 
have  not  yet  agreed  to  take  part,  the 
they  are  talking  about  joining. 
VIDEO  GAME.  Even  as  it  struggles 
Globex  and  Dealing  2000-2,  Reuteri 
weighing  a  plunge  into  broadcast  n^ 
In  July,  it  bought  1007f  of  Visnews 
a  London-based  news  agency  that 
plies  TV  stations  with  videotape.  Cu: 
plans  call  for  combining  the  35  Visn^ 
bureaus  with  Reuters'  120  bure 
worldwide  to  create  a  broadcast  ser| 
similar  to  Cable  News  Network.  Reu' 
is  also  upgrading  its  200,000  monitor! 
banks  and  brokerage  houses  to  al| 
users  to  receive  CNN  and  the 
through  a  pop-up  window  on  t. 
screens.  Eventually,  Reuters  may  o:| 
its  own  broadcast  wire  service  to  dea 
on  the  same  screens  where  they 
quotes  and  execute  trades. 

Broadcast  news  may  seem  a  hit 
afield  for  Reuters,  but  the  busii 
clearly  excites  top  execs  such  as  ib. 
And  maybe  a  little  show  biz  isn't  ou  M 
place  at  Reuters.  After  all,  with 
more  days  like  Black  Wednesday,  a; 
rency  trading  could  come  to  seem 
much  high  drama  as  high  finance. 

Bij  Paula  Dwyer  in  London,  with  D( 
Greising  i?i  Chicago  and  Mark  Landh 
New  York 


68  BUSINESS  WEEK/OCTOBER  12,  1992 


We're  Running  Ahead  Of 
The  Competition. 


merican 
irlines 


These  six  companies  are  national  sponsors  of  the 
Chemical  Bank  Corporate  Challenge.®  They 
know  they're  promoting  qualities  that 
improve  a  company:  physical  fit 
ness,  teamwork,  and  a  sense  of 
achievement  among  the  competitors.  ^ 
Furthennore,  they' 
reaching  a  large  and  select  audience.  The 
Corporate  Challenge  is  die  largest  event  of 
its  kind,  now  annually  drawing  over  120,000 
runners  from  more  than  6,000  companies. 
It's  a  high-caliber  group,  too— tu'o  out  of 
three  runners  are  from  middle  and  senior 
management.  In  addition,  a  high  per- 
centage of  the  competing  teams  are 
from  the  nation's  1,000  largest  firms. 
We're  glad  our  sponsors  recog- 
nize die  benefits  of  die  Corporate  Challenge, 
and  we  thank  diem  for  dieir 
continued  support. 


EA^rSlDE 


CHEMICAL  BANK 

CORPORATE  CHALLENGE 


^Chemical 


K'  1992  Chemical  Banking  Corporation 


ADVERTISING! 


WHY  MOTOWN  IS  GOING 

THE  EXTRA  MILE  IN  CALIFORNIA 


If  the  Big  Three  can  beat  Japan  there,  they  can  beat  it  anywhere 


ichigan  may  be  where  the  auto 
industry  was  born,  but  for 
I  where  the  national  car  culture 
is  heading,  California  has  long  been  the 
place  to  look.  Drivers  in  the  Golden 
State,  after  all,  put  vanity  license  plates 
on  the  map.  And  there  are  all  those  free- 
ways, of  course.  But  unfortunately  for 
Motown  executives,  Califoi'nia  offers  an- 
other, ominotis  vision:  "This,"  says  Da- 
vid Wilson,  a  Southern  California  Toyota 
dealer,  "is  where  the  domestics  have  had 
their  brains  beat  out." 

Sad,  but  true.  At 
midyear,  the  Big  Three 
held  just  58/'  of  the 
California  market,  com- 
pared with  nearly  1'37' 
nationwide  (table).  Ac- 
counting for  13/'  of  all 
cars  and  light  trucks 
sold  in  the  U.  S.,  Califor 
nia  is  too  big  to  ignore, 
especially  since  Detroit  is  trying  to  re- 
coup market  share  nationwide.  So  it's  no 
surprise  that  domestic  makers,  especial- 
ly General  Motors  Corp.,  are  now  aiming 
special  efforts  at  Californians.  "The  Jap- 
anese and  European  imports  that  have 
been  successful  in  California  obviously 
are  not  going  to  stop  here,"  says  Lyle 
Pennington,  Buick  Motor  Div.'s  Los  An- 
geles zone  manager.  "It's  very  impor- 
tant to  strike  back  in  California — tlieir 
home  base." 

ROAD  LAB.  Some  of  Detroit's  latest  Cali- 
fornia efforts  are  already  turning  up  at 
dealerships  across  the  country.  Starting 
last  year.  Ford  Motor  Co.,  the  American 
carmaker  with  the  most  successful  Cali- 
fornia marketing,  used  the  state  to  test 
its  "one-price"  strategy,  which  offers  no- 
haggle  shopping.  The  campaign  offers  a 
single  sticker  price  on  several  versions 
of  Escorts  and  Thunderbirds  equipped 
with  a  package  of  popular  options.  T- 
bird  sales  in  the  Golden  State  jumped 
■>QV'  through  June,  and  Ford  has  expand- 
ed the  program  nationwide.  Likewise, 
gm's  Buick  plans  a  November  launch  in 
California  of  a  one-price  deal  on  its  "Cal- 
ifornia Regal,"  a  specially  equipped  se- 
dan for  $17,499. 

Using  California  as  a  laboratory  for 
the  nation  is  nothing  new.  When  Japan's 


auto  makers  opened  their  U.  S.  head- 
quarters and  first  dealerships  in  Califor- 
nia during  the  1950s  and  1960s,  careful 
research  gave  them  insights  into  the 
state's  consumers.  Long  before  the  Big 
Three  caught  on,  the  Japanese  realized 
California  drivers  in  the  1970s  wanted 
inexpensive,  fuel-efficient  cars  for  their 
long  hours  of  commuting. 


CHEVY'S  NEW  AD  CAMPAIGN:  "BORN 
OUT  OF  A  CERTAIN  FRUSTRATION" 


something 
y  foreign. 


DETROIT'S 
CALIFORNIA  SPLIT 

Auto  makers'  market  share  in 
California  as  of  June  30,  1992* 

California  U.S. 


GM,  FORD,  CHRYSLER 

58.2% 

72.6% 

ASIAN  MAKERS 

37.5 

24.7 

EUROPEAN  MAKERS 

4.3 

2.7 

'Cars  and  light  trucks 

OAIA  J  D  POWER  S  ASSOCIATES  INC ,  R  L  POLK  S  CO 


Lately,  the  Japanese  captured  Califor- 
nians' fancy  with  sporty  cars  such  as 
Mazda  Motor  Corp.'s  Miata  and  spotted 
their  appetite  for  luxury  cars  priced  be- 
low European  models,  such  as  Toyota 
Motor  Corp.'s  Lexus.  Above  all,  the  Jap- 
anese catered  to  Californians'  love  of 
novelty.  Says  Richard  D.  Recchia,  execu- 
tive vice-president  of  Mitsubishi  Motor 
Sales  of  America  Inc.  "I've  never  seen  a 
market  where  people  will  pay  such  pre- 
miums for  a  product  that's  new." 

Now,  Detroit  has  to  overcome  years 
of  loyalty  to  import  brands.  Honda  own- 
er Carol  A.  Crawford,  47,  a  native  San 


Franciscan,  is  the  sort  of  customer  U 
carmakers  must  somehow  convert,  i 
says:  "For  my  whole  driving  life,  1 
never  owned  an  American  car."  Che\ 
let  Motor  Div.  tries  to  appeal  to  her 
with  a  new  California  campaign  t 
was  "born  out  of  a  certain  level  of  fr 
tration,"  says  Frank  Raine,  the  divisic 
regional  marketing  director.  The  the 
of  the  ads  for  the  Lumina  family  sed 
"Drive  something  really  foreign."  1 
summer,  to  wean  away  die-hard  imp 
buyers  in  Southern  California,  Ford 
fered  a  24-hour  test-drive  of  a  Tauru 
DECHROMED.  A  big  part  of  Detro 
problem  was  its  failure  to  understi 
California.  All  of  the  Big  Three 
they're  now  doing  lots  of  market 
search  into  the  region's  "psychog 
phics."  They  say  they're  learning  t 
Californians,  even  more  than  the  rest 
the  country,  want  fun  cars  with  smoi 
handling  and  cuttii 
edge  styling.  Buick, 
example,  sought  adv 
from  40  Californ 
Nissan  Maxima  o\ 
ers.  The  result:  Bu 
stripped  the  chro 
trim  from  its  new  C 
fornia  Regal. 
Some  of  GM's  b 
lessons  for  dealing  w 
Califorma  are  coming  from  its  new 
division,  Saturn  Corp.  Saturn  held  foe 
group  discussions  of  its  proposed  sn 
car  with  Southern  California  Toyota 
Honda  owners  as  far  back  as  1985.  A 
as  an  import-killer,  Saturn  set  up  mj 
of  its  first  dealers  there.  Now,  with 
sales  outpacing  production,  Saturn  si 
it's  sharing  its  tactics  with  other  GM  d 
sions,  especially  its  customer-frien 
policy  of  no-haggle  pricing. 

Detroit  is  learning  to  adapt  its  ml 
sage  to  California  in  other  ways.  An 
lenos,  in  particular,  spend  hours  trapj) 
in  traffic.  "Billboards  and  drive-time 
dio  become  much  more  effective  b 
than  they  are  in  Peoria,"  says  Ron  D: 
iels,  Chevy's  Western  marketing  maa 
er.  This  year,  GM's  Cadillac  Div.  pas' 
up  a  rare  batch  of  billboards.  One  p 
motes  its  Seville  as  a  "Perfect  Roc 
Drive."  Chevy's  Geo  unit  makes  a  p 
for  the  environmentally  conscious 
planting  a  tree  for  every  Geo  sold 
California  strategy  now  used  in  otl 
markets  such  as  Denver  and  Washi: 
ton,  D.  C. 

And  since  California  is  the  land  of  i 
healthy  and  the  tanned,  Detroit  is  li; 
ing  more  promotions  to  popular  spoi 
Ford  has  sponsored  youth-orieni 
events  such  as  professional  beach  voll 
ball  and  jet-skiing.  For  several  yea 
Chrysler  Corp.  has  urged  motorists 


70  BUSINESS  WEEK/OCTOBER  12,  1992 


MARKll 


How  A  Boston  Museum 
Sends  Early  American  Roosters 
For  Chicken  Feed. 


No.  everything  at  Boston's  Museum  of  Fine 
Arts  is  priceless.  Ask  Peter  Teren/i,  Distribution 
Manager  for  the  museum's  catalogue  sales.  Between 
framed  prints  and  gold  roosters,  Peter's 

division  ships  some 
300,000  packages  a 
year.  Christmas,  his 
busiest  season,  is 
also  when  prompt 
delivery  is  most  critical.  I  hal's 
when  Peter  first  used  Two  Day  Priority  Mail'"  f  rom 
the  U.S.  Postal  Service. 

Fie  discovered  he  could  ship  2  pounds  in  2  davs 


lor  just  S2.90.*  This  was  at  least  a  third  off  w  hat  the 
competition  offered,  saving  him  S17,S()()  ui  the  lust 
six  months  alone.  Peter  also  saves  on  the  pickup 
service.  'Tor  S4.50  the\  pick  up  an  entire  truckload 
of  packages.  Since  I  don't  have  to  send  one  of  m\  o\\  n 
trucks  to  the  Post  Office,  I  cut  time 
and  manpower  costs  as  well. "  Now  i^U* 
that's  something  to  crow  about. 

Two  Day  Prioritx  Mail  can  get  \(iu 
crowing  too.  Call  1-800-843-8777, 
Ext.  400,  for  a  Starter  Kit. 
Or  contact  your  local  Post 

Office.  You'll  discover  the  line  art  of  saving  money. 


WE  DELIVER 


JKTSS^  FAXsolutions.  Fax  capabilities 
beyond  your  machine  and  beyond 
your  expectations. 

Whatever  your  faxing  needs,  AT&T  can  help 
your  business  do  the  job  better  and  faster. 

AT&T  FAXsolutions  is  a  service  that  adds 
powerful  and  flexible  faxing  options  to  both 
your  current  fax  machine  and  computers.  For 
instance,  once  your  fax  machine  is  connected 
into  the  service,  your  business  can  send  faxes 
to  up  to  1,000  people  with  one  call.  The  service 
stores  and  dials  lists  of  numbers,  and  even 
redials  bvisy  numbers  for  up  to  six  hours, 
leaving  your  staff  free  to  handle  other  jobs. 

Other  special  features  include  "mailboxes" 
that  keep  your  faxes  confidential,  and  the  abil- 
ity to  forward  taxes  automatically  to  wherever 
you  will  be.  You  can  even  retrieve,  view,  and 
send  faxes  on  the  road  with  a  portable  PC. 

Back  home,  your  staft'  can  save  time  by 
taxing  forms,  or  any  data,  directly  from  a  com- 


Why  your  fax  machine  needs  an  out    ba  t 


puter  And  you  can  save  money  with  compre- 
hensive monthly  usage  reports  that  let  you 
control  and  manage  costs.  All  this,  and  more, 
requires  no  new  equipment  or  special  training. 

AT&T  FAXsolutions.  It's  just  one  of  the  many 
ways  ATcsT  EasyLink  Services  lets  you  see, 
hear  and  say  things  you  never  could  before. 
And  by  also  offering  EDI,  telex,  e-mail,  and 
information  services,  AT&T  EasyLink  Services 
can  help  you  and  your  business  keep  up  with 
your  ever  changing  communications  needs. 

For  information  about  AW  FAXsolutions, 
call  your  account  representative,  or  ATcsJ 
EasyLink  Services  at  1  800  242-6005,  Dept.  5309. 


AT&T 

EasyLink  Services 


ONE  LEADER 


SALUTES  THREE 
OTHERS 


For  the  past  sixteen  years,  Business  Week  has 
recognized  outstanding  leadership  in  the  truck 
industry  by  conferring  the  Truck  Dealer  of  the  Year 
Award.  We  do  this  in  association  with  the  American 
Truck  Dealers,  a  division  of  the  National  Automobile 
Dealers  Association.  In  addition  to  the  Grand  Notional 


Winner,  we  ore  honoring  three  finalists,  who  were  chosen 
from  twelve  nominees.  These  finalists  ore  Mr.  Edward  A. 
Kyrish,  President  of  Olympic  International  Trucks,  Inc.  in 
Houston,  TX;  Mr.  Jock  McDevitt,  Jr.,  President  of 
Manchester  Mack  Soles,  Inc.  in  Manchester,  NH;  and  Mr. 
Eldon  D.  Palmer,  President  of  Kenworth  of  Indianapolis, 
Inc./Kenworth  of  Cincinnati,  Inc.  in  Indianapolis,  IN. 
All  three  truck  dealers  were  selected  by  o  team  of 
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Mr.  Edward  A.  Kyrish 


OF  THE  YEAR 


Mr.  Jack  McDevitt,  Jr 


OF  THE  YEAR 
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5  Californias"  and  promised  lift 

:o  Jeep  Cherokee  buyers. 

it  may  be  starting  to  make  a 

California  consciousness.  John 
who  follows  the  California  car 

for  J.  D.  Power  &  Associates 
^goura  Hills,  Calif.,  says  the  Big 
improvements  in  recent  custom- 
'action  surveys  will  have  an  im- 

California's  picky  buyers.  The 
e,  of  course,  aren't  going  away, 
trying  new  ways  of  their  own  to 
lifornians  (box).  But  at  last,  De- 
^etting  smart  in  a  market  where 
d  never  have  been  so  dumb. 
athleen  Kenvin  in  Detroit,  with 
Armstrong  in  Los  Angeles  and 
reports 


rOTA'S  FUNNIEST 
HOME  VIDEOS 


HE  LOVES  HIS  PICKUP  BECAUSE  IT 
IS  WHEELCHAIR  A  RIDE,  TOO 


11  it  video  verite.  The  Toyota 
ealer  association  in  Southern 
California  has  recruited  loyal  cus- 

for  its  new  ads:  eight  TV  spots 
g,  directed  by,  and  videotaped 
Ota  owners.  Brad  A.  Ball,  presi- 
f  Davis  Ball  Colombatto  Adver- 
in  Los  Angeles,  cooked  up  the 
"ter  a  chance  meeting  with  Vin 
la,  executive  producer  of  Ameri- 
inniest  Home  Videos. 

being  Filmland,  Toyota's  ama- 
;how  some  cinematic  flair.  Doug 
lis  marvels  at  how  his  Toyota 
clean  by  itself,  until  his  wife 

a  bucket  of  soapy  water  on  his 
Litos  Mallare  explains  that  his 

has  more  room  for  his  music 
;hen  does  a  jangling  guitar  riff 
i  Toyota  jingle.  Douglas  La- 
3  loves  his  pickup:  It  can  accom- 
3  his  wheelchair.  Dealers  love 
)ts,  too — as  well  as  the  bill.  Pro- 
1  costs  averaged  $6,000  apiece, 
ab  that  approaches  $100,000  for 
raditional  ads. 

'  Larry  Armstrong  in  Los  Angeles 


148  001 

High 

Current  Income 
Plus  Added  Stability 

This  Fund  offers  investors: 

The  added  stability  of  a  portfolio 
of  securities  with  remaining  maturities 
not  exceeding  3'/2  years.  Although  net  asset 
value  and  yield  fluctuate,  the  Fund  generally 
enjoys  greater  price  stability  than  comparable 
higher-yielding,  longer-term  bond  funds. 

Higher  current  income  than  you  would  generally 
receive  from  a  comparable  fixed  price  money  market  fund. 

High  credit  safety.  The  Fund  invests  primarily  in  securities 
that  are  backed  by  the  U.S.  Government  or  its  agencies  for  the 
timely  payment  of  principal  and  interest* 

Call  for  today  s  high  current  yield  and  for  a  Prospectus  which  contains  more  inforination 
including  management  fee,  charges  and  expenses.  Please  read  the  Prospectus  carefully  before  you  invest. 

t«A\7fiic  1-800-782-6620 

■1.  W  J'  L  I4.0  Ask  for  Extension  4694 

Short-Intermediate  Government  Fund 

 pp.  Box  3498,  CamdL-n,  NJ  08101  

'Source:  Lipper  Analytical  Services,  Inc.  Fixed  Income  Fund  Performance  Analysis  which  ranks 
performance  by  total  return.  Short  U.S.  Government  Funds  category  For  the  one  year  period  ended  7/31/92. 
The  Fund's  performance  reflects  the  current  absorption  of  certain  Fund  expenses  pursuant  to  Fund's 
Special  Offer,  which  may  be  terminated  or  reduced.  If  these  expenses  had  not  been  absorbed,  Fund's 
performance  might  have  been  lower.  Past  performance  is  no  guarantee  of  future  results.  Investment  return 
fluctuates  so  that  you  may  receive  more  or  less  than  your  original  investment  upon  redemption. 

"The  market  value  of  the  Fund's  portfolio  securities  and  the  Fund's  shares  are  not  insured  or  guaranteed  by 
the  U.S.  Government.  Dreyfus  Service  Corporation,  Distributor 
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BASEBALL  I 


'TAKE  ME  OUT 
TO  THE  VALLEY'? 


George  Sliinii  may  keep  the  Giants  by  the  Bay — somewhere 


It  was,  for  a  change,  a  beautiful  - 
for  baseball.  On  a  warm  and  su 
Sept.  27,  the  San  Francisco  'iv.  : 
played  perhaps  their  last  game  in  ( : 
dlestick  Park.  Die-hard  Giants  fans  ol 
have  to  bundle  up  in  parkas  and  mitt 
in  July  and  August  to  protect  th 
selves  against  cutting  winds  and 
fogs  that  settle  over  the  field — 
weather  that  helps  hold  average 
game  attendance  in  the  60,000-seat  p 
below  20,000.  By  next  season,  the  Gh 
could  be  playing  their  home  games  k^- 
the  climate-controlled  comfort  of  1^*' 
Suncoast  Dome  in  St.  Petersburg, 

That  is,  unless  George  Shinn  pul! 
rabbit  out  of  his  baseball  cap.  Shim  '^P 
North  Carolina  businessman  and  owffi*' 
of  the  National  Basketball  Assn.'s  C' 
lotte  Hornets,  is  readying  a  bid  tlf*' 
would  keep  the  Giants  in  San  Fran 
CO — and  snatch  them  away  from 
Florida  investors  who  thought  they 
a  deal  for  the  team.  The  heavy wei 
local  investors  Shinn  has  assembled  iff 
elude  Charles  Schwab,  Gordon  Ge 
Safeway  chief  Peter  Magowan,  and  ] 
sibly  Donald  Fisher,  CEO  of  The  C 
The  bid,  which  baseball  sources  say 
fall  slightly  below  St.  Pete's  $115  mil 
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may  be  presented  to  Major 
!  Baseball's  ownership  committee 
the  next  few  weeks.  But  even  if 
prevails,  baseball  may  not  have 
)f  a  future  in  San  Francisco. 
)UKh  sources  familiar  with  the  Gi- 
inances  say  current  owner  Bob 
las  been  losing  $6  million  to  $7 
a  year  on  revenues  of  about  $50 
Shinn  thinks  he  can  turn  a  prof- 
vould  get  $3  million  a  year  worth 
from  San  Francisco  Mayor  Frank 
The  mayor  is  offering  free  rent 
owned  Candlestick,  and  parking- 
enues  and  scoreboard-ad  profits 
50  straight  to  the  Giants.  The  city 
also  pay  all  utility  and  field-main- 
i  costs.  And  the  Board  of  Supervi- 
as  voted  to  indemnify  Shinn's 
against  any  lawsuits  that  might 
e  from  St.  Pete. 

AT  EVERYTHING.'  That's  a  nice 
e,  but  it  won't  keep  Shinn  from 
;  for  a  new  stadium.  Yes,  Shinn 
3d  that  the  Giants  would  stay  in 

but  he  didn't  say  for  how  long, 
"st  obligation  is  to  keep  the  team 
Francisco,"  he  says.  "But  if  the 
lity  arose  of  a  new  stadium  that 

an  ideal  location  and  we  could 
II  the  team  the  San  Francisco  Gi- 
would  look  at  everything." 
t  he's  really  looking  at  are  demo- 


graphics. The  team  draws  its  fans  main- 
ly from  a  60-mile  arc  that  extends  from 
sunny  San  Jose  at  its  southern  end  north 
to  San  Francisco  at  the  foggy  tip  of  a 
long  peninsula.  Only  207'  of  Giants  fans 
call  San  Francisco  home.  San  Jose  is  the 
largest  city  in  the  area,  with  a  popula- 
tion of  808,000  to  San  Francisco's 
750,000. 

A  stadium  built  in  Silicon  Valley, 
somewhere  between  the  two  big  cities 


A  stadium  built  iii  Silicon 
Valley,  well  outside  the  fog 
belt,  would  be  far  more 
accessible  to  most  Giants  fans 


and  well  outside  the  fog  belt,  would  be 
easily  accessible  to  most  Giants  fans. 
And  valley  weather  is  far  more  fan- 
friendly.  Shinn's  deputies  are  already  re- 
viewing the  possibility  of  a  regional 
sports  authority  that  could  spread  any 
new  taxes  across  the  area's  population 
rather  than  burden  any  one  municipality. 

Why  would  voters  support  a  new  sta- 
dium when  they've  already  turned 
thumbs  down  in  San  Francisco,  in  Santa 


Clara  County,  and  in  San  Jose  just  last 
June?  For  one  thing,  Lurie  has  been 
threatening  to  sell  the  Giants  for  years. 
Many  fans  thought  he  was  crying  wolf. 
Now,  they  know  the  threat  is  real.  In 
addition,  individual  cities  have  been 
fighting  one  another  to  get  the  Giants 
for  themselves.  Now  that  the  Giants  are 
prepared  to  say  bye-bye,  it's  more  plau- 
sible that  the  region  could  band  together 
to  pay  for  a  new  ballpark. 
NO  FEES.  Those  arguments  could  sway 
the  ownership  committee.  One  theory 
says  self-interest  will  assure  approval  of 
the  St.  Pete  proposal.  But  Roger  Wer- 
ner, chief  executive  of  cable's  Prime 
Ticket  Network  and  former  president  of 
ESPN  Inc.,  notes  that  the  Bay  Area,  the 
fourth-largest  TV  market  in  the  U.  S.,  is 
a  surer  ratings  bet  than  a  second-tier 
market  such  as  Tampa-St.  Pete.  And  he 
points  out  that  Major  League  Baseball 
would  receive  no  franchise  fees  if  the 
Giants  moved  to  Florida.  But  if  Tampa- 
St.  Pete  won  a  team  in  baseball's  next 
expansion,  owners  of  existing  teams 
could  share  in  fees  of  up  to  $100  million. 

Whatever  happens,  it  won't  be  long 
before  Candlestick  Park  becomes  the  ex- 
clusive province  of  the  San  Francisco 
49ers.  Just  as  well.  Fog  and  chill  are 
football  weather,  after  all. 

By  Russell  Mitchell  i)i  Sou  Francisco 
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start  thePC 
price  war. 


Ms  is  where  we  draw  the  line.) 


P's  new  low-priced  PCs  don't  surrender  features. 


se  cheap  PCs  don't  stand  a 
ice.  Hewlett-Packard  has  intro- 
ed  48(i  models  starting  at  under 
()(),*  With  prices  of  our  entire 
of  HP 486  and  386  PCs  down  as 
;h  as  42%  in  the  last  9  months. 

our  low  prices  have  not  come  at 
expense  of  c}uality,  performance 
le  features  you  want. 

cream  through  those  Microsoft* 
(lows  and  CAD  projects,  we  give 
real  power  and  superior  graphics. 
1,  with  true  multivendor  com- 
bility,  HP  PCs  fit  easily  into  your 
iputer  environment. 


We've  made  some  big  ativances 
on  the  netw(jrking  ft-ont,  too.  Many 
models  are  network- ready.  That 
saves  you  time,  whether  you're  add- 
ing to  a  network  now  or  in  the  future. 
And  HP  PCs  are  fully  tested  and 
certified  with  all  maj(jr  NOSes. 

To  protect  against  data  theft,  viruses 
and  prying  eyes,  we  built  in  industiy- 
leading  security  features.  Your  invest- 
ment is  safe,  too.  Because  when 
you're  ready  to  add  more  firepower, 
you  can  simply  and  inexpensively 
upgrade  across  our  entire  line  of 
486  desktop  PCs. 


All  this  for  as  little  as  $1,200!  And 
for  a  few  hundred  dollars  more,  we'll 
throw  in  a  hard  drivi'  with  pre 
installed  DOS  5.0,  Windows  ;5.1 
and  a  mouse. 

To  be  a  winner  in  the  price  wars, 
call  1-800-752-0900,  Ext.  7095  for 

your  nearest  HP  PC  dealer  ( )r  call 
1-800-333-1917  from  your  fax  hand- 
set for  immediate  details.^  Then 
start  calling  the  sh(jts. 
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CHEN,  WANG,  WYETH  CLONES 
—AND  WARHOL 


Affluent  Asians  are  developing  a  taste  for  contemporary  paintings 


As  Christie's  began  its  fall  sales  in 
Hong  Kong,  the  Hilton  Hotel 
ballroom  was  filled  with  "Chup- 
pies,"  Chinese  urban  professionals.  For 
them,  though,  the  auctioneer's  prized 
piece — a  wood  sculpture  of  a  Buddhist 
goddess  dating  back  at  least  700  years — 
had  limited  appeal.  These  newly  affluent 
bankers,  architects,  and  property  devel- 
opers from  across  Chinese- 
speaking  Asia  came  to  raise 
their  paddles  on  Sept.  28  for 
something  much  hotter:  contem- 
porary Chinese  oil  paintings. 

While  art  markets  in  the 
U.  S.,  Europe,  and  Japan  are 
slumping,  the  market  for  Chi- 
nese paintings  is  holding  its 
own — indeed,  growing.  "We  are 
separate  from  the  world  mar- 
ket," says  Willington  Lee,  head 
of  Taipei's  posh  Galerie  Ele- 
gance, which  deals  in  contempo- 
rary art.  "There  are  people  here 
with  lots  of  cash  to  buy  art." 
BRIDGE  WORK.  That  spells  op- 
portunity for  Christie's  and 
Sotheby's.  In  addition  to  their 
traditional  offerings  of  Chinese 
antiquities,  jewelry,  and  ceram- 
ics, both  are  now  holding  two  \ 
sales  a  year  of  modern  Chinese 
and  Taiwanese  paintings.  Soth- 
eby's added  Taipei  and  New 
Delhi  to  its  auction  sites  this 
year.  The  goal:  to  create  new 
buyers  amid  the  swelling  ranks 
of  wealthy  Chinese  around 
Asia,  in  hopes  that  many  will 
move  up  to  the  international  art 
market  some  day. 

For  a  new  market,  the  sales 
have  fared  well.  Christie's  sold  61  of  the 
85  lots  on  offer  at  the  Hilton,  taking  in 
$1.05  million  on  top  of  $2.6  million  from 
auctions  last  spring  and  fall.  Sotheby's 
first  Taipei  auction  last  March  boasted 
$8.4  million  in  sales.  Only  five  of  82 
items  failed  to  sell,  and  hundreds  of  pro- 
spective buyers  were  turned  away  for 
lack  of  space.  Sotheby's  expects  to  sell 
at  least  that  much  on  Oct.  18  in  Taipei. 
,'\.nd  while  Asia  represents  only  57'  of 
Sotheby's  -otal  auction  revenues,  in  hard 
limes  the  results  are  nothing  to  sneer  at. 


"Seven  million  in  the  first  year  of  opera- 
tions is  real  growth,"  says  Julian 
Thompson,  chairman  of  Sotheby's  Asia. 

A  top  draw  at  the  sales  is  Chen  Yifei, 
45,  a  Shanghai  artist  who  emigrated  to 
New  York  in  1980.  His  Walking  Bridge 
commanded  $85,380  from  a  Taipei  collec- 
tor on  Sept.  28— near  the  high  presale 
estimate  and  right  behind  Wang  Yi- 


^ 


dong's  Rainitig  at  Mount  Meng,  which 
fetched  $91,073.  Last  year,  Chen's  Soi- 
ree was  sold  to  Hong  Kong  movie  mogul 
Sir  Run  Run  Shaw  for  $250,000.  Chen, 
who  has  sold  some  500  paintings  world- 
wide through  New  York's  Hammer  Gal- 
leries, says:  "I  use  Western  techniques 
but  give  my  work  a  Chinese  spirit." 

That's  precisely  what  aspiring  Asian 
collectors  find  so  appealing.  Many  were 
educated  in  the  West  and  prefer  the  im- 
mediacy of  its  art  over  subtle  Chinese 
brush  paintings.  "This  art  is  a  bridge 


between  East  and  West,"  says  Thor- 
son.  "A  lot  of  buyers  are  on  the  bricj 
between  the  East  and  the  West.  Th 
lives  are  involved  in  both  cultures." 

Once  Asia's  new  buyers  cultivate 
taste  for  modern  art,  the  auction  houi 
hope,  they  may  show  up  in  New  Y( 
and  London.  "This  is  a  first  step  tow; 
Western  art,  toward  Frank  Stella,  Mt'; 
Rothko,  and  Francis  Bacon,"  says  Al; 
Yuan  Piccus,  director  of  Christie's  Swi 
(Hong  Kong)  Ltd.  The  interest  may 
budding:  In  a  four-day  show  last  Apri' 
Hong  Kong,  London's  Waddington 
leries  raked  in  $4  million  for  paintirn 
by  Warhol,  Rauschenberg,  and  other; 
'POSTCARD  ART.'  Critics,  though,  s 
things  differently:  They  charge  til 
many  modern  Chinese  paintings 
mere  copies  of  Western  masters,  ai 
they  paint  the  auctioneers  as  villas 
pitching  hype  to  unsophistical 
buyers.  "It's  picture-postca  \\i 
ait,  the  kind  of  stuff  you  find 
Xewport  Beach  or  some  resi 
I  or  $600  or  $700,"  says  He 
Hoppener,  owner  of  Ho 
Kong's  contemporary  Tou 
stone  Gallery.  "It's  certainly  i 
s(imething  auction  houses  a 
dealers  should  get  so  excit 
about."  Indeed,  a  ballet  dam 
by  Xia  Baoyuan  looks  like 
Degas  painted  except  that  sh 
Chinese.  Li  Kai's  pointill 
paintings  of  Beijing's  Forbidd 
City  could  have  been  done 
Seurat.  Andrew  Wyeth's  tech 
cal  brilliance  is  mimicked 
scores  of  Chinese  artists. 

Yet  many  mediocre,  if  nici  5^ 
executed,  paintings  are  pulli 
down  big  sums.  "For  the  pri( 
s(jme  of  these  paintings  are  g 
ting,  you  could  buy  somethi 
original  in  the  West,"  says  S 
phen  McGuinness,  director 
Hong  Kong's  Plum  Blosso) 
gallery.  Meanwhile,  the  I 
liucks  may  discourage  origin; 
ty.  Experts  in  Hong  Kong  s 
tliat  art  academies  throughc 
China  urge  students  to  clo 
the  works  of  successful  Chin( 
artists — ^just  for  the  "bridge"  market, 
the  next  month,  2,000  contemporary  C 
nese  paintings  will  go  on  the  block  1 
Hong  Kong  and  in  Shenzhen,  China.  , 

Buyers  don't  seem  worried.  Says 
estate  developer  Shu  Fu-tung,  who  pi" 
$376,000  for  11  works  at  a  Sept.  27  ai- 
tion:  "The  prices  now  are  reasonab. 
but  they'll  be  growing  much  higher  1 
the  next  10  years."  For  now,  the  Asii 
art  market  shows  no  signs  of  cooling^ 
By  Joyce  Barnathan  in  Hong  Kong,  w 
Bruce  Einkorn  in  Taipei 
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Vyne  hundred  forty  airlines 
Tust  Unisys  with  reservations. 


Without  reservations. 


Passenger  and  cargo  reserva- 
fuel  the  airline  business.  So  it's 
urprising  tiiat  fourteen  of  the 
I's  twenty  leading  carriers  rely 
nisys  reservations  solutions  to 
nize  revenue  for  every  flight. 
A  growing  fleet  of  Unisys  custom- 
ncluding  Northwest,  Air  France, 
fippon  and  United-depends  on 
's  for  essential  work  such  as  book- 
departure  control,  operations 
luling,  yield  management  and 
Recent  arrivals,  too-such  as  Air 
da,  Mexicana  Airlines  and  TAP- 
ortugal-know  us  as  a  leader  in 
on-critical  solutions  for  heavy- 
le  computing  environments. 
Our  customers  know  that  the 
:y  of  our  solutions  reflects  not 
;he  quality  of  our  technology,  our 
ces  and  our  industry  experi- 
-but  ultimately  the  quality  of  our 

nisys  Corporation 


commitment  to  the  customer.  A  com- 
mitment that  lifts  Unisys  to  the  top  of 
customer  satisfaction  surveys  in  mar- 

UNISYS 

We  make  it  happen. 


kets  as  demanding  as  Japan. 

Whether  you're  in  airlines,  bank- 
ing, government  or  telecommunica- 
tions, call  us  at  1-800-874-8647,  ext.  167 
Ask  how  Unisys  can  help  your  business 
gain  altitude  by  putting  your  systems 
on  solid  ground. 


THIS    IS    THE  PRINTER 


THAT    SURVIVED   THE   TORTURE  TEST 


THAT   CONVINCED   FEDERAL  EXPRES 


THAT   A    PRINTER   COULD  BE 


AS    FAST   AND  RELIABLE 


AS    THEY  ARE. 


Speed  and  reliability.  That's  how  Federal  Express 
made  its  mark.  And  how  Lexmark  helps  you  make  yoursB 
To  learn  more  about  Lexmark,  call  us  a!  1 800  358-583i 
ext.  222. 


When  Federal  Express  went  shopping  for  a  new  dot 
matrix  printer  for  its  customer  automation  program,  it 
wanted  one  as  fast  and  reliable  as  Federal  Express  ser- 
vice itself.  So  FedEx  devised  a  series  of  tests  that  pushed 
printers  to  their  limits,  and  beyond.  When  the  dust 
cleared,  one  machine  stood  out:  the  IBM  2380 
Personal  Printer  by  Lexmark. 

Lexmark  International  is  an  independent,  worldwide 
company,  formed  from  a  division  of  IBM. We  make  IBM 
personal  printers,  IBM  typewriters,  related  office-equip- 
ment supplies,  and  keyboards.  All  with  the  same  quality 
tiiat  convinced  Federal  Express  to  fly  with  us. 

iRM  IS  a  registered  trademark  of  International  Business  Machines  Corporation  in  the  U  S  and/or  other  countries,  and  is  used  under  license  Lexmark  is  a  trademark  of  Lexmark  International,  Inc  ^  199?  Lexmark  International, Inc 
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Make  Your  Mark 


I  Years  as  America's  First  Orcliestra, 


1    8   4   2  -   1   9  9  2 


^  ^  Only  those  banks  with  proven  skills  in 
international  markets  can  see  you  through 
the  challenges  of  the  next  century. 


Tasuku  Takagaki,  President 


As  old  barriers  crumble,  nianv  banks  vvil! 
rirsli  to  uncover  bickJen  opportunities,  or  retreat 
from  apparent  risks. 

Not  Bank  of  Tokyo. 

At  Bank  of  Tokyo,  we'i  e  not  easilv  caught 
off  guard  by  changing  economic  tides. 

That's  because  we've  been  .seiving 
industrialized  and  developing  markets  worldwide 
ever  since  1880.  And  in  the  process,  we've  built  up 
in  challenging  i  egions  a  record  of  achievement  few 
banks  anywhere  can  rival. 

Now,  as  a  result,  we're  nearly  18,000  people 
strong.  We  alscj  have  over  400  offices  in  43  countries 
-  and  an  equally  wide  reputiition  for  helping  clients 
with  their  most  complex,  global  risk  management, 
corporate  acKisoiy,  custody,  forex  anrl  other  service 
requirements. 

For  insight  into  internatirjnal  developments 
that  touch  vour  business,  look  to  Bank  of  Tokyo. 

Our  world  of  experience  is  at  your  service. 


VV  BANK  OF  TOKYO 

■-■J.  NilLHiilu^lii  II. .11-. .km  h..  l-ih..i.i.  .  (.Iiu..-k.i,  I..k\..  Id:!. japan 
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s  the  W'u'Mnk  I'liilhtii  iiionk  celchraics 
its  I50lli  Aiiiiit'cisdry.  wc  look  Inick 
Willi  pride  ill  ilicliislory  of  leadership  oj 
'ca 's  oldest  orchestra.  Its  tradition  of 
■nee  is  part  of otircouiitrY 's  growth  % 
vehptneni. 

Orchestra  tvas  formed  in  1842 
'  a  time  of  sei'crc  economic  reces- 
It  succeeded  because,  from  llie 
ninj^,  the  New  York  Philharmonic 
ided  to  the  musical  needs  of  the  city 
^ our  still  yoHii'^  nation.  Hallmarks  of 
•ilharmonic's  le{;acy  include  such  world 
eres  as  Dvorak's  New  World  Sym- 
/,  the  pioneering  use  of  radio  and  tele- 

to  reach  and  educate  audiences  of  all 
md  the  encouragement  of  American 
'sers,  artists  and  conductors.  Guslav 
er,  Artiiro  Toscanini  and  Leonard 
'eiii  are  names  indelibly  linked  to  our 
stra. 

ay  the  United  Slates  has  many  out- 
ng  symphony  orchestras.  As  we  at  the 
York  Philharmonic  celebrate  our  I50th 
i>e  rejoice  in  this  musical  richness  and 
fe  in  its  development .  We  approach 
si  century  mindful  that  the  Orchestra 

continue  to  respond  with  new 
aches  and  programs  to  the  changing 
il  needs  of  our  society.  Under  the  lead- 

ofKurt  Masur,  the  New  York  Phil- 
mic  looks  forward  ii'ith  confidence  to 
ig  those  challenges. 


The  New  York  Philharmonic: 
150  Years  of  Creative  Evolution 

The  New  York  Philharmonic  was  established  150  years 
ago  to  meet  the  demand  in  a  growing  city  for  some  sort 
of  organized  way  to  present  the  latest  symphonic  music 
by  an  ensemble  comprised  of  a  constant  core 


of  musicians.  From  those  early  eftorts  has 
evolved  one  of  the  worlds  finest  orchestras. 

As  the  orchestra  celebrates  its  150th 
Anniversary,  it  looks  to  the  past  for  its  roots, 
but  more  importantly,  it  looks  to  the  tuture 
to  discover  what  it  needs  to  be  doing  to 
ensure  its  usefulness  and  value.  In  manag- 
ing director  Deborah  Borda's  view,  an 
orchestra  cannot  be  a  museum,  but  rather 
must  be  an  innovative,  vital  institution 
which  celebrates,  in  her  words,  "the  cre- 
ativity c:>t  the  evolutionary  process." 

Last  year,  the  Philharmonic  acquired  a 
new  music  director,  Kurt  Masur,  md  a  new 
administration  overflowing  with  ideas 
about  the  future.  The  106-member  or- 
chestra— now  an  integral  part  of  the  Phil- 
harmonic's plans  and  dreams —  is  a  revital- 
ized ensemble.  In  the  first 


A/iii'Hc  ttcccpts  dii  ovation. 


BY  THOR  ECKERT,  JR. 


year  with  Masur, 
the  players  set 
consistent  new- 
standards  that 
were  greeted 
with  vociferous 
excitement.  The 
Philharmonic  is 
reaching  out  to  its  existing  audiences  in 
discussK^n  torums  with  the  music  director; 
It  is  seeking  new  audiences  in  discussion 
forums  with  the  music  director;  it  is  seeking 
new  audiences  m  several  unorthodox  new 
concert  series;  it  is  looking  tt)  youth  m 
the  schools,  where  music  education 
had  been  extinct,  to  challenge  them  m  a 
unique  new  way,  affording  them  the 
chance  to  watch  orchestra  players  up  close 
and  111  the  classroom. 


Scepheii  Stanias 

C  H  A  I  k  M  A  N 


111  his  first  siuisoti  as  music  director,  Kurt  Masur formed  a  relationsliip  witli  the  \ew  York  Pliiltui 
players  thai  has  been  acclaimed  by  the  media  and  the  public  alike. 


SIEMENS 

1866.  That  was  then. 


Shortly  after  his  50th  birthday,  Werner  Siemens  invented  the  worlds  first  electric  dynamo, 
and  began  the  revolution  that  brought  electric  power  to  everyone,  everywhere. 


S  Siemens  Corpo'alion  1992 


Today,  Siemens  technology  generates,  distributes  and  controls  electric  power  in  ways 
Werner  Siemens  never  imagined.  From  the  brightly  lit  stadiums  where  people  cheer 
their  favorite  teams  to  the  places  where  people  work  and  live,  Siemens  technology  is 
helping  to  produce  and  deliver  electric  energy  wherever  it  is  needed.  It's  all  part  of  the 
heritage  of  innovation  begun  by  Siemens  over  a  century  ago.  And  it's  yet  another  way 
the  35,000  men  and  women  of  Siemens  are  working  all  across  America  to  generate 
the  kind  of  thinking  that  will  lead  us  into  the  next  century  Siemens.  Precision  Thinking. 


For  more  information,  write  for  Siemens  '92.  Box  8003E,  Trenton,  NJ  08650. 
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Management 
and  the  Ordiestra 


iThe  days  ot  private  subsidy  of  symphony  orchestra 
deficits  are  long  gone.  Today,  orchestras  are  52-week 
employers  with  multimillion-doUar  budgets,  yet  the 
relationship  between  management  and  orchestra  as  one 
of  employer  and  employee  who  come  together  only  at 

contract  iictj;otiatii)n  time  h.is  persisted 
around  the  country,  witli  some  exceptions. 

At  the  New  York  Philharmonic,  change 
was  ah'e.idy  afoot  when  Kurt  Masur  was 
announced  as  the  new  music  director  m 
April,  l'''**!.  Masur  made  It  clear  he  expect- 
ed to  initiate  a  new  era  ot  partnership  with 
the  orchestra,  something  new  managing 
director  Deborah  Borda  already  under- 
stood to  be  a  vital  link  to  the  reorganization 
and  redefmirion  ot  any  American  symphony 
orchestra  nn  the  brink  ot  the  2  1  st  century. 

Board  president  and  trustee  H.  Fred- 
crick  Krimendahl  II,  who  is  also  chairman 
ot  Fetrus  Partners,  Ltd.,  a  corporate  invest- 
ment turn,  IS  amazed  at  the  protound 
chancres  he  has  witnessed  in  his  tenure  as 


president.  "As  ,i  businessman 
you  realize  how  hard  it  is  to 
make  signiticant  changes  in  an 
existing  organization.  I  think 
the  {'hilharmomc  has  really 
made  great  strides  m  the  last  vear  m  chang- 
ing how  It  looks  at  things..."  The  Board  has, 
obviously,  been  closely  involved  m  the 
entire  process.  Krimenclahl  thinks  that  '\ve 
get  much  more  help  from  our  board  than  I 
suspect  a  lot  ot  other  organizations  do. 
Symphony  orchestras  as  a  group  certainly 
face  a  lot  ot  problems  and  they  need  all  the 
help  they  can  get  trom  pet)ple  who  have 
other  expertise,  to  give  themselves  the  best 
chance  to  continue  to  be  successtul  organi- 
zations in  the  future." 


H.  Frederick  Kriineiidalil  II 

I'  H  t  S  I  I  I  L  N  I 


Hiitt 

A;,iHJi;i«.v'  ilin  i  lin  IMitmlll  liorda  (at  lund  oj  l.ihh  j  in  .i  s/,i//  (»<•<■/^H^■.■ 
(..///('  I  'xiiO  I'honui:^  (yc'otinor  (Adntiuistnititr  Si-ri'ii'vs},  liliziihcth  Chtroii'  (Artistic  Adiniiiisiriiimii), 
Allison  I  hl^dmorc  (Orchcstriil  Affltirs),  lA>is  i^ohn  (Miirkctin^  &  Pnhlic  Rfliitions). 


I)  \     Till      N  1  W     Y  I  I  Ji  K     I'  1 1  I  I   I  1  A  U  M  I 


Today,  the  operative  words  at  the 
harmonic  are  communication  and  in 
tion.  Borda "s  restructuring  of  the  adrpi'''' 
tration  tacilitates  the  communic^iiis 
while  the  many  new  program  initi: 
such  as  the  Rush  Hour  Series,  represe  s 
innovation.  Reporting  to  her  direct  Pti 
Development,  Finance,  Marketing  &  ill 
he  Relations,  and  a  new  departmei  sfc 
cre.ited  called  Orchestral  Affairs.  In 
change  from  past  structt 
aspects  directly  related  I  i)ol 
music-making  proce  tik 
(  )rchestra  Personnel,  Ei 
tional  Activities,  Oper;  m 
have  been  grouped  undc 
division.  CJeneral  mai  i 
Allison  Vulgamore  des(  « 
the  new  set-up  as  "a  de 
ment  that  can  work  freely  together,  w  hvli 
as  before  it  was  as  if  they  were  all  fo 
territories."  Borda,  who  is  a  trained 
cian,  remains  deeply  involveci  m  the  a  m. 
planning  process,  which  for  hei  libii 
the  heart  of  what  the  orchestra 
accomplish. 

Withm  Orchestral  Affairs,  the  ajfinen 
administrator's  position  has  been  gi 
redefined.  Elizabeth  Ostrow,  who  joint 
Philharmonic  in  December,  IWl,  sa; 
"basically  works  with  Kurt  Masu  iM, 
senior  management  to  create  the  se 
work  on  repertoire,  and  hire  the  guest  btti: 
dtK  tors  and  soloists."  Now,  the  cha 
music  presence  ot  the  orchestra,  as  well  loth, 
creased  responsibility  tor  the  program  1  let\i 
also  come  under  Ostrow's  direct jurisdi^ 

(letting  the  word  out  about  the  imli 
harmonic  and  all  its  various  activiti 
well  as  creating  the  annual  campaign  bJ 
attract  subscribers  and  single-ticket  bi 
is  the  responsibility  of  Markering  &  f 
Relations.  Director  Lois  C^ohn,  who 
to  the  l-'hilh.irmonic  trom  (Carnegie 
explains  that  she  nuist  ccHirdinate  all 
activities  tor  "the  specific  purpose  ofs' 
tickets,  tor  maintaining  the  image  C 
institution,  and  tor  keeping  the  instit  j^j,, 
m  the  public  eye.  C^ne  of  my  main  go?  Ijjj.j 

I 
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bank  in 
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You've  heard  of  all 
the  legendary  fortunes 
that  began  ui  a  garage. 
But  where  did  they 
go  from  there? 


rted  as  just  an  idea.  Which  grew  into  something  bigger.  And  something  bigger  still, 
before  long,  it  grew  into  a  good-sized  company.  The  kind  we've  been  helping 
preneurs  build,  manage  and  sell  for  over  150  years.  How?  By  offering  private  banking 
:s  everything  from  generational  planning  to  employee  retirement  plan  services 
the  same  level  of  attention  that  serves  the  world's  largest  corporations.  Not  to 
ion  the  same  analysts  and  financial  strategists  that  serve  the  world's  largest  corpora- 
In  hopes  that  one  day,  we'll  be  serving  another  of  the  world's  largest  corporations. 
I  have  assets  of  $5  milhon  or  own  a  substantial  company,     w  m      ^  ^  ^ 

^homas  F.  Shevlin  at  (212)  837-4343.  Private  Banking  J  i    iVlOl  Sj^cili 

Wilmington,  Del  ,  Palm  Beach,  Los  Angeles,  San  Francisco.  Brussels,  Frankfurt,  London,  Madnd.  Milan.  Nassau,  Pans,  Geneva,  Zunch,  Hong  Kong,  Singapore,  Tokyo 
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system  is  the  toimdatioii  tor  a  new  mter.ic- 
tKin  berw/'een  orchestiM  ,ind  nianageinent. 

For  many  players,  the  most  important 
committee  is  the  newly  tormed  joint 
Cooperative  C'ommittee  (j.C'.C].),  consisting 
of  four  members  ot  the  iMchestra  and  three 
members  ot  management — Masur,  Borda, 
and  Vtilgamore.  Flutist  Renee  Siebert,  who 
is  one  ot  the  tour  players  on  the  J.C3.C".,  teels 
it  is  the  most  important  example  of  the  new 
er,i  ot  communication  and  goodwill.  "This 


I'liilip  Siiiitli 

I'RIN  i:  ll'Al     I  KU  M  I'l  1 


Ri'Hi'i'  .S/.  /k'i  ( 

F  I  LI  1  I 


was  the  tirst  idea  we  brought  to  the  negotiat- 
ing table.  I  )ebt)rah  Borda  said,  'I'll  look  at  it.' 
When  she  came  back  she  actuallv  had  even 
more  additions  to  the  proposal  m  terms  ot 
what  we  could  hancile,  which  was  wonder- 


tul,  because  we  knew  we  were  on  our  way 
to  a  whole  new  working  relationship." 

Violinist  Donald  Whyte,  who  has  been 
with  the  Philharmonic  for  20  years,  cur- 
rently sits  on  the  artistic  and  orchestra  com  - 
mittees. "I  think  the  communications  that 
are  opening  m  this  orchestra  right  now  are 
veiy  exciting.  1  hope  that  they  will  continue 
to  be  that  way.  At  the  moment  there  are  a  lot 
ot  things  that  we  .ill  >igree  about.  Wlien  we  stait 
disagreeing  is  when  we'll  seejust  exactly  how 
we  can  work  as  a  tlex- 
ible  group." 

I  Vmcipal  trumpet 
Fhilip  Smith  sums 
up  the  overall  teeling 
this  way:  "I  think  there 
IS  a  greater  willing- 
ness by  all  parties  to 
work  together  now.  1  telt  tor  years  that  this 
orchestra  was  a  great  musical  gathering  ot 
people  and  that  basically  we  |ust  needed  to 
unitS'  ourselves." 

Board  chairman  Stephen  Stamas 

Deborah  Borda 


Domitd  Uliyle 

VIOLIN 


would  concur.  Long  tamiliar  with  bo( 
orchestra  and  the  arts  scene,  Stamas 
special  overview  of  the  current  situati( 
don't  think  it's  possible  for  an  orchestra 
2  1  St  century  to  achieve  what  it  nee 
widiout  this  kind  of  coUaboradve  efFc 
isn't  going  to  be  easy,"  he  adds,  "and 
are  going  to  be  times  when  all  side 
going  to  wish  they  had  something 
echoing  Whyte's  earlier  comment,  ' 
think  it's  the  right  direction. 

"We'\'e  had  an  incredible  amou 
change  at  the  Philharmonic.  We'v 
exammeLi  almost  everything  we  do,  a 
ourselves  what  is  the  right  balance  ber| 
our  tirst  c^bjective,  which  is  to  maintai  i 
highest  L]uality  world-class  sympl 
orchestra,  and  all  the  other  things  th; 
important — relating  to  the  comnu 
providing  services  and  access,  and  S( 
An  orchestra  reL]uires  financial  supper 
It  also  requires  the  emotional  suppor 
ciMiimunity  in  oixler  to  be  artistically 
very  best." 


AT  THE  PRESS  CONFERENCE  IN  MAY  OF  1991  ANNOUNCING  DEBORAH  BORDA 
as  the  New  York  Philharmonic's  new  managing  director,  chairman  Stephen 
Stomas  observed  that  every  colleague  he  conferred  with  during  the  search 
said  Borda  was  the  one  to  get.  She  had  developed  a  reputation,  recognized 
by  management  and  orchestra  members  alike,  for  solving 
problems  and  getting  things  done. 

Borda  arrived  at  the  Philharmonic  on  the  eve  of  crucial 
contract  negotiations — a  process  that,  with  tremendous 
amounts  of  goodwill  and  dialogue  on  both  sides,  was 
extended  over  four  months  and  has  resulted  in  what 
many  see  as  a  new  era  for  the  orchestra.  "Even  though 
there  is  on  inherent  tension  and  conflict  built  into  the 
collective  bargaining  process,  it  was,  I  think,  a  very  posi- 
tive experience  for  everybody,"  she  soys.  "The  musicians 
come  to  know  me,  and  I  had  a  chance  to  hear  first 
hand,  in  an  extraordinarily  open  and  touching  way,  what 
was  on  their  minds." 

Others  might  have  experienced  the  negotiations  as  on  all-consuming  focus 
leaving  time  for  little  else.  Not  Borda.  "There  were  three  key  challenges  to 
be  faced  immediately  as  I  came  in.  One  was  to  assist  Kurt  Masur  in  his  tran- 
sition to  the  rale  of  music  director  of  the  New  York  Philharmonic  and  to 
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properly  introduce  him  to  the  community.  Another  was  to  get  to  know  the 
members  of  the  orchestra  and  allow  them  to  get  to  know  me.  A  third  was 
the  shaping  of  the  1  SOth  Anniversary  plans.  We  strove  to  design  a  celebration 
that  was  about  substance,  not  glitz;  one  that  was  about  looking  forward  to 
what  we  dream  of  becoming,  rather  than  just  looking  back 
at  where  we  have  been. 

"The  major  issue  any  symphony  orchestra  faces  as  it 
looks  towards  the  next  century  is  that  of  relevance.  One 
is  increasingly  trying  to  conceive  of  how  these  institutions 
can  integrate  themselves  into  the  fabric  of  the  cities  from 
which  they  draw  their  emotional  and  financial  sustenance. 
We  must  be  vital,  adventurous  and  creative  to  accomplish 
this.  We  have  an  opportunity  to  assume  a  role  of  leader- 
ship in  defining  what  an  orchestra  of  the  21st  century  will  '  Col 
be.  Our  goal  is  nothing  less  than  to  sieze  this  opportunity." 
Clearly,  Borda  is  a  passionate  advocate  for  orchestras 
and  orchestral  music.  "1  am  drawn  to  symphonic  music  because  of  the  pow- 
er of  the  art  form:  It's  a  wordless  art,  an  international  language.  The  per- 
formance of  a  great  piece  of  music  can  deeply  move  an  audience  anywhere 
in  the  world,  and  in  that  splendid  moment  provide  a  vision  into  the  best  part 
of  ourselves  and  into  the  best  of  humanity." 

teve 
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The  Explorer. 


A  QUINCENTENNIAL  EXHIBITION 


THE  SMITHSONIAN  INSTITUTION 


The  Exhibition. 


rolumbus  landed  on  the  shores  of  the  New  World, 
^ered  a  tidal  wave  of  global  change. 

of  Change,"  the  Smithsonian's  largest  single 
ion  ever,  explores  the  profound  impact  that  five 
'  had  on  the  Old  World  and  the  New  World- 
Com, disease,  the  horse  and  the  potato.  Seeds 
anged  the  ethnic  makeup  of  countries,  the 
flora  and  fauna,  and  the  health  and  diets  of 
everywhere. 

is  proud  to  be  the  major  sponsor  of  an  exhibit 


which  will  bring  new  meaning  to  our  past,  and  help  us 
put  together  new  insights  for  the  future. 

We  invite  you  to  visit  the  "Seeds  of  Change' 
Exhibition,  October  26,  1991-April  1993,  at 
the  National  Museum  of  Natural  History, 
Washington,  DC. 


Xerox 

The  Document  Company 


SEEDSof 
ChlANGE 


CORPORATION  XbROX  *  The  Uocu 


>  Di«:iiTech*  and  D.i. 


IraJemarks  ,,l  Iht  XKROX  C  ORPORATION 


UNTIL  NOW,  SOME  THOUGHT  LUXURY  IMPORTS  WERE  BETTER  ENGINEERED. 

CHANGE 

Introducing  the  Cadillac  Seville  STS  with  the  Northstar  System.  At  its  heart  is  a  295-hp  V8  so  advanced, 

IS  ON  THE 

its  first  scheduled  tune-up  is  at  100,000  miles.  At  60  mph,  its  Road-Sensing  Suspension  reads  the  contours  of 

HORIZON 


the  road  one  inch  at  a  time.  Fui'ther  enhancing  driver 


confidence,  Traction  Control  helps  limit  unwanted 


100,000  miles  between 
scheduled  tune-ups:  the 
equivalent  of  four  trips 
around  the  world. 


wheel  spin  at  any  speed.  And  dual  air  bags  complement  the  inherent  safety  of  the  Seville  STS,  which  even 


5  •  SPEED-SENSITIVE  STEERING  •  PLUS  DUAL  AIR  BAGS 


PLEASE  CALL  1-800-333-4CAD 


A  Brief  HistoiY 
ofthePhilhamionic 


At  the  time  of  the  New  York  Philharmonic  Society's 
first  concert,  December  7,  l(S42,  New  York  was 
ah"eady  the  seventh  kirgest  city  m  the  Western  worki, 
and  had  a  prosperous  arts  profile,  particularly  in 
opera,  which  was  what  had  drawn  so  many  profes- 


sional iirclicstral  nniMCians  to  the  ciry  m  the 
first  place.  So  w  hen  Ureli  (  A)relli  Hill,  first 
president  iit  the  newlv  tornied  Society, 
mounted  the  podiiini  in  the  Apollo 
Rooms  tor  that  first  concert,  New  Yorkers 
already  knew  a  thing  or  two  about  orches- 
tras. What  the  Philharmonic  provided  was 
an  association  ot  professional  musicians — 
limited  to  7(1  m  those  early  years — who 
would  gather  together  Ko  pertorm  these 
conLcrts. 

Membership  in  this  cooperative  ven- 
ture was  based  on  professional  credentials: 
Most  were  called  members,  all  ot  whom 
had  to  be  protessumal  instrumentalists  and 
protessors  ot  music;  some  were  elected  to 
honorary  membership  if  their  eminence  m 
music  St)  warranted;  and  a  tew  more  were 
honorary  associates — not  of  the  profession 
at  all,  but  deemed  deserving  of  member- 
ship. The  Societv  was  tlnancially  selt-sup- 
porting,  with  the  members  sharing  m  the 
profits  at  the  end  of  each  three-  or  tour- 
concert  season. 

The  history  ot  the  tlrst  ye.irs  is  some- 
what the  history  ot  the  pcrtorinance  spaces 
ot  oil!  New  York.  But  when  the  orchestra 
finally  settled  into  the  Academy  of  Music  at 


1  4th  and  Irving  m 
1  SOS.  the  process  ot 
establishing  itselt  per- 
manently into  the 
cultural  f  abric  of  the 
city  had  finally  begun. 

In  I  Sf,5,  Carl 
Berginann  became  the  first  salaried  princi- 
pal conductt>r.  (Others  who  held  the  posi- 
tion included  Leopold  Damrosch  (IS77- 
7S),  Theodore  Thomas  (1S7')-'M),  and 
Anton  Seidl  (1S')1-')S). 

Over  the  years,  the  orchestr.fs  finan- 
cial situation  had  begun  to  falter.  Finally  m 
V)W  a  guarantor's  committee  was  formed, 
taking  over  financial  responsibility  ot  the 
Society.  Its  first  choice  for  ccinductor  was 
Ciustav  Mahler,  whose  stay  was  brief 
health  anci  conflicts  with  the  ladies'  com- 
mittee in  matters  ot  programming  spelled 
his  demise  m  two  seasons.  However,  in  his 
term  the  season  expanded  from  I  S  to  ,S4 
concerts,  and  musicians'  salaries  were  final- 
ly guaranteed. 

In  1'>2S,  "Walter  Damrosch 's  New 
York  Symphony  Society  merged  with  the 
Philharmonic  to  become  the  New  York 
Philharmonic-Symphiiny  Sciciety,  Inc.  In 


1.  Geoy^e  (jfr^lurin  phiy<  iliit'iv^ii  Ins  Concerto  ir 
lihiter  Diimmsi'li.  2.  Thf  I*liilliiii  motiic  iterformin^ 
Aaidcmy  oj  Music  ill  ISS4.  3.Ai  (iiro  Toscanini  wit 
full  orclu'stiii.  4.  77/*'  W'lr  York  Philltarmoiiic  Cluh 
ISSII's — out'  ol  thf  i\ifly  Pliilliiiriiioiiic  chiiiiihcr  atse\ 

5.  A  iiifi'icii  V  U-^^fudiiry  ctmiiioscr  Ainoii  Copland,  w 
Zuhiii  A/(7i/<i,  on  tilt'  compostr^s  SOtli  birthday 

6.  f.'/JS-V'I ' caitifras  focus  in  ou  a  VJihhi;  Pfoptt'^s  Ci 

7.  'fill-  Apollo  Rooms — the  Philliariuoiiic's first  con^ 
site.  8.  liriicst  Schvlliii^,  sui-nnnidt'd  by  children, 
the  Youim  People's  Concerts  in  1924.  9.  Richard 
ivas  elected  an  honorary  tneniher  of  the  Philltarinoni 
1872.  lO,  Dvorak's  New  World  Symphony  was 
its  world  premiere  in  t!<9}.  11,  j^or  Stravinsky 's  wc 
have  been  cliampioned  by  most  of  the  music  directors 
the  century.  12.  The  dean  of  .'iinerican  composers, 
Elliott  Carter. 


i  n  li  Corel!,  11,11 


Leopold  Damrosch 


.■\ntou  Seidl 


i  1  -t 


Till    Nfw    York   I' h  i  i  ii  a  k  m  o  n  i  c 


Gustav  Mahler 
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1929,  Arturo  Tosca- 
nini  was  appointed 
principal  conductor, 
and  with  him,  the 
pinnacle  of  maestro- 
mania  was  reached. 
He  set  exacting  stan- 
dards, and  the  power 
of  his  personality 
— felt  by  orchestra 
and  audience  alike — 
turneci  him  into 
a  living  myth.  Vox 
his  final  concert 
on  April  2*-^ 
1936,  people 
began  lining 
up  at  7  a.m. 
fcir  standing- 
room  tickets, 
and  the  fare- 
well Itself  was  super- 
charged with  emo- 
rion.Toscanini  seemed 
to  be  irreplaceable, 
and  it  was  not  until 
the  Society  took  the 
bc^ld  step  of  appoint- 
ing, m  1958,  a  young 
American  conductor 
and  exceptional  com- 
poser of  jazzy  film 
scores  and  serious  symphonies,  Leonard 
Bernstein,  that  another  golden  age  began. 
His  tenure  as  music  director  ot  the  Philhar- 
monic (1958-1969)  coincided  with  the 
explosion  of  cultural  programming  on 
television — his  Young  People's  Concerts 
probably  did  more  for  the  cause  and 
excitement  of  classical  music  than  any 
other  single  series — with  the  orchestra "s 
hugely  expanded  presence  on  CA^lumbia 


(later  CBS)  records,  and  with  the  orches- 
tra's move  to  Lincoln  Center  m  1962.  His 
impact  on  the  Philharmonic  is  commemo- 
rated by  the  otHcial  designation  "Laureate 
Conductor." 

Pierre  Boulez,  his  successor,  brought 
scintillating  intellectual  poise  and  intrigu- 
ing long-range  programming  to  his  tenure 
(1971  -  1977).  Boulez  also  sought  to  break 
down  the  traditional  barriers  between  stage 
and  audience  with  such  innovative  ideas  as 
the  Prospective  Encounters  with  contem- 
porary composers,  and  most  dramatically, 
the  Rug  Concerts,  in  which  the  orchestra 
moved  to  the  middle  of  the  hall,  and  the 
audience  was  seated  o\\  the  floor,  tor  pro- 
grams that  to  this  day  are  remembered  with 
aflection. 

When  Zubm  Mehta  arrived  at  the 
helm  m  r>78,  he  brought  the  return  of  the 
maestro  as  vivid  podium  presence.  He 
increased  the  visibility  of  the  Philharmonic 
on  a  national  and  international  level,  with 
the  PBS  "Live  From  Lincoln  C  Center" 
series  of  concerts,  and  with  highly 
acclaimed  world  tours.  In  New  York,  tick- 
et sales  increased  sharply  during  the  Mehta 
years.  He  established  the  New  York  Phil- 
harmonic Ensembles  and  he  showcased  the 
members  ot  the  orchestra  as  concerto 
soloists  whenever  possible.  Also,  Mehta 
was  an  orchestra  builder  of  the  highest  stan- 
dards. During  his  tenure,  he  hired  42  new 
musicians,  including  12  tirst-desk  players, 
making  it  a  younger,  more  vital  ensemble. 

Kurt  Masur  began  his  tenure  m  1991, 
and  m  his  first  year  afforded  New  Yorkers 
the  opportunity  to  watch  a  unique  musical 
partnership  develop  into  something  that 
both  audience  members  and  players  are 
beginning  to  liken  to  the  dawning  ot  a  new 
ijolden  aye. 


Vxevvi:  Boulez 


Zttbin  Aleltta 


Kiirl  Masiir 
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The  PhilharmonicToday 
Looks  to  Tomorrow 


For  managing  director  Deborah  Borda,  her  new 
management  team,  the  Board,  Kurt  Masur,  and  the 
orchestra,  the  hiture  is  what  counts.  The  challenges 
arc  several.  First  and  foremost  is  the  subscription  season,  which  must 
be  kept  fresh  and  vital  with  experimentation  whenever  possible 


while  ensuring  the  goodwill  of  the  loyal 
subscribers.  Then  there  is  the  challenge  ot 
reaching  out  to  those  who  do  not  think  ot 
themselves  as  Philharmonic  concertgoers. 
There  is  also  the  challenge  of  going  out  in- 
to the  city's  schools,  where  music  educa- 
tion IS  kmg  a  thing  ot  the  past,  and  provid- 
ing all  children  a  chance  to  experience 
symphonic  music,  once  again  restoring 
music  to  Its  proper  place  as  a  part  ot  the 
classroom  experience. 

The  New  York  Philharmonic  was 
founded  to  make  music,  and  make  it  mem- 
orably— to  serve  and  challenge  its  public. 
The  subscription  audience  base  has  always 
been,  and  today  remains,  the  toundation 
on  which  the  l-'hilharmonic's  tinancial 


Pliilhariitonic  snhsLribi'irs  adding  ttatm-s  to 
new  piiiicls  crealfd  lor  the 
NAMES  Project  AIDS  Memorial  Quilt. 

security  is  built.  For  the  most  part,  that 
audience  enjoys  its  regular  programs,  and 
might  not  take  well  to  too  much  change. 
Nevertheless,  last  season  something  special 
was  planned  around  the  New  York  pre- 
miere ot  ]()hn  Corigliano  s  Symphony 
\'o.  I.  As  Borda  explains,  "We  put  on  a  sort 
ot  'nuni-experience'  within  the  hall.  The 
piece  wa^  inspired  by  the  NAMES  Project 


[16]    The   Niw   York  Phii  harmonic 


All  )S  Memorial  Quilt,  so  we  got  in  touch 
with  the  organization  and  were  able  to 
hang  massive  panels  from  the  quilt  in  the 
hall,  hi  addition,  guest  conductor  Leonard 
Slatkin  spoke  from  the  stage  about  the 
work,  and  there  were  intbrmation  booths 
set  up  111  the  hall,  manned  by  people  who 
work  at  various  AIDS  organizations 
throughout  the  city.  At  the  end,  the  audi- 
ence responded  not  only  to  a  great  perfor- 
mance of  a  powertul  piece  of  music,  but 
also  to  making  this  entire  event  a  richer 
human  experience  tor  them.  This  is  what 
we  strive  to  accomplish." 

Beyond  the  subscription  base,  the 
Philharmonic  is  aware  ot  the  t\venty-and- 
thirtysomethmg  set.  Statistics  show  that  it  is 


not,  for  the  mcjst  part,  spending  its  mi 
at  the  Philharmonic.  In  an  attemjj 
explore  avenues  of  access  into  the  ha 
these  groups,  two  new  series  have 
devised  for  this  season  —  Rush 
Concerts  and  Casual  Saturdays.  Bothl 
ture  programs  one  hour  in  length. 

The  Rush  Hour  Concerts  will  be| 
on  several  weekmghts  at  6:45  p.m.,  and 
be  followed  by  informal  receptions  w  i*"' 
concertgoers  will  be  able  to  socialize  jmiit 
members  of  the  orchestra.  As  assistant  {  srini 
cipal  violist  Irene  Breslaw  observes,  "A  jare; 
ences  tend  to  see  us  as  an  institution,  n  jpot 
individuals  with  lives  that  we  lead, '  i,Ne 
tamilies,  and  the  usual  problems  that  cents 
body  has  living  in  New  York.  So  I  thin  fca 
very  exciting.  I  think  that  the  men  mst 
interact  with  the  audience,  the  better  ouns 
for  us."  D»]t 

The  Casual  Saturdays,  which  fa 
begin  at  2  p.m.,  will  incorporate  S(  outll 
form  of  educational  outreach,  so  that  a  itool 
ence  members  can  combine  adult  m  jce.i 
education  with  concertgoing.  As  of  iJie; 
writing,  the  advance  sales  have  been ' 
strong.  More  fine  tuning  of  the  Phil  lonn 
monic's  ever-evolving  adult  educa  \i 
program  will  be  seen  in  the  revamped  ijil 
concert  lecture  series,  which  will  be  fr(  ft^ 
concertgoers,  and  no  longer  limited  to  nei, 


lert 


The  Philharmonic*s  Free  Summer  Parks  Concerts  have  become  au  eat^erly  awaited  part  oj  summer  in  New  York, 
Shoum  here  is  a  concert  in  Brooklyn 's  Prospect  Park. 
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From  New  York's  Lincoln  Center 

For  more  than  a  decade,  Citibank  has  sponsored 
the  New  York  Philharmonic's  overseas  tours.  These 
concerts   give   music  A    lovers,  from  Brussels 

to  Buenos  Aires  to  Bombay,  the  chance  to  enjoy 

the  stunning  performances    ^     of  Lincoln  Center's 

orchestra. 


treasured 


AND  EVERYWHERE  IN  BETWEEN.: 


And  our  commitment  to  the  arts  continues.  In  1993,  the 
Philharmonic  will  celebrate  its  150^  anniversary  with  an 
eight-country  European  tour,  led  by  the  distinguished  con- 
ductor Kurt  Masur.  Once  again,  they'll  bring  the  best  of 
international  music  to  appreciative  audiences  around  the 
world.  And  once  again,  Citibank  is  proud  to  play  a  part. 

to  Leipzig's  Gewandhaus 
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BECAUSE 

LEADERSHIP  FOLLOWS  PERFORMANCE 
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/.iihin  Mclitii  iind  the  .Veil'  York  Pliilhiirtiiotiii  iit  Ain:^ti  rdiitii  5  (At^n^<^l'f^^^'houtl•,  19SS.  77ijh/:.v  to  ihf  summrt 
(>/  Cilihank,  the  Philhtiriiionic's  toiiriitii  ^ichi'iitilf  incwascd  driinuitii\illy  iluritii^  Ztibin  Mflttii's  ti'tiun',  iiriii  this  year 
Miisiir  wilt  tiibf  thf  Philhiinnoiiii-  to  Europi'  liuriu^  the  im'sti^iotis  winter  sfdsoii. 

can  be  developed  and  used  as  a  model  ior  IMulharnionic  musicians  have  been 

schnol  systems  and  orcliestras  around  deeply  involved  m  the  planning  ot  this 
the  countiy  model  program.  Many  of  the  musicians  are 


Associate  prituipal  riolist  Rehecea  \oung^^reets  i  / 
at  a  Voting  People's  CoTteert. 

planning  to  devote  large  amounts  oi 
to  the  education  department's  acti\, 
As  associate  principal  bassoonist  i 
Carroll  points  out,  it  gets  back  to  b 
"When  I  was  working  with  soim 
in  grade  school  and  junior  higii 
remrnded  of  what  attracted  me  to  nu 
the  first  place.  I  thought,  'I  must  i 
again  forget  what  attracted  me  to  this 
the  joy  of  being  involved  in  somei- 
with  other  people.' " 


Kiirt  Majur 


THE  APPOINTMENT  OF  KURT  MASUR  IN  APRIL,  1990,  AS  THE  NEWEST 
music  director  of  the  New  York  Philharmonic  was  greeted  with  enthusi- 
asm, particularly  among  the  members  of  the  orchestra,  for  whom  Masur  had 
been  the  first  choice. 

Masur  says,  "I  believe  that  the  steps  we  have  tak- 
en— management  and  the  Board,  and  the  musicians  in 
the  orchestra  also — show  that  we  didn't  think  only  of 
celebrating  the  150th  Anniversary  Season  and  the 
proud  tradition  of  this  wonderful  orchestra.  We  also 
wanted  to  look  forward,  to  give  a  sense  of  what  we 
have  in  mind  for  the  future." 

As  a  Philharmonic  guest  conductor  since  1981,  he  has 
long  known  that  the  orchestra  is  often  more  acclaimed 
and  celebrated  abroad  than  it  is  at  home.  "I  always 
thought,  even  in  my  guest  appearances  here,  that  the 
members  of  this  orchestra  should  be  more  respected. 
I  remember  that  in  the  very  first  press  conference  in  New 
York,  I  said  that  in  Berlin,  if  you  say  'I  am  a  member  of 
the  Berlin  Philharmonic,'  you  will  be  treated  like  a  mil- 
lionaire. It  was  not  the  same  in  New  York  at  that  time, 
but  now  I  think  it  is  starting,  and  this  makes  me  happy." 

Though  Masur's  primory  experience  has  been  with 
European  orchestras  that  enjoyed  huge  state  subsidies, 
he  has  had  no  trouble  grasping  the  economics  of  an 


American  orchestra,  and  what  this  does  to  priorities.  "The  creation  of  adven- 
turesome programming  can  happen  only  if  the  financial  background  is  safe, 
that's  absolutely  clear."  He  notes  that  if  the  word  is  out  that  a  rejuvenated 
Philharmonic  is  setting  new  standards,  and  creating  new 
excitement  on  a  regular  basis,  there  will  be  no  stop- 
ping it.  "We  are  not  in  any  way  limited  in  our  dreams, 
because  I'm  surrounded  by  wonderful  people." 

Masur  also  understands  that  the  New  York  Phil- 
harmonic must  take  an  active  part  in  the  musical  edu- 
cation of  New  York's  schoolchildren,  to  prove  in  a 
dramatic  way  just  how  seriously  the  institution  views 
its  community,  and  wishes  to  be  a  meoningful  part  of 
it.  "We  must  build  up  the  connection  with  the  young 
people,  to  come  more  and  more  into  the  field  of  edu- 
cation. The  orchestra  is  ready  for  that,  and  they  will 
do  it  with  chamber  groups,  with  soloists  playing,  with 
new  forms  of  connection  with  young  people." 

For  Masur,  the  primary  objective  is  to  rediscover 
the  joy  and  beauty  of  making  music.  Otherwise,  he 
feels  mankind  risks  losing  its  humanity.  "If  you  see  a 
flower  it  is  poetry,  but  if  you  are  living  in  a  surrounding 
where  you  have  no  flower,  music  can  help.  One 
shouldn't  simply  live  to  work,  but  one  should  remem- 
ber to  reflect  on  the  beauty  of  life  and  its  meaning." 
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Leonard  Berru^tein 

LEONARD  BERNSTEIN'S  RELATIONSHIP  WITH  THE  NEW  YORK  PHILHARMONIC  IS  UNIQUE.  HE 
made  his  debut  as  a  last-minute  substitute  ior  an  ailing  Bruno  Walter  on  November  14, 1943 
In  a  concert  broadcast  live  around  the  notion.  He  was  appointed  music  director  in  1958,  the  first 
American-born  and  -trained  conductor  ever  to  head  the  Philharmonic.  His  last  years,  as  Lau- 
reate Conductor,  were  considered  by  many  to  be  his  finest. 

Symphonic  music  rarely  had  as  vibrant  and  enthusiastic  on  advocate  as  Bernstein.  In  the 
1960s,  he  championed  American  music,  particularly  the  works  of  Aaron  Copland,  Roy  Harris, 
and  William  Schuman;  he  rediscovered  the  works  of  both  Charles  Ives  and  Gusto v  Mahler,  music 

that  was  all  but  unknown  at  the  time.  His  season- 
long  exploration  of  aleatory  music,  complete  with 
comments  and  exhortations  from  the  podium,  is  still 
discussed  as  one  of  the  high  points  of  the  Philhar- 
monic's recent  history. 

Veteran  horn  player  Ranier  De  Intinis  is  very 
clear  as  to  his  favorite  memories  of  a  42-year  career: 
"I'll  go  back  to  the  golden  era  of  the  Philharmonic 
when  Bernstein  was  here.  What  was  it,  10  years, 
1 1  years?  That's  not  a  long  tenure  for  a  music  direc- 
tor, compared  to,  say,  Eugene  Ormandy  in  Philadel- 
phia. Yet  they  were  great  years.  I  still  fee!  that  there 
is  no  musicion  from  that  era  who  did  more  for  sym- 
phonic music  than  Leonard  Bernstein." 

Though  Bernstein  stepped  down  as  music  direc- 
tor in  1969,  he  maintained  a  connection  with  the 
orchestra  that  became  closer  and  closer  as  the  years 
went  by.  And  at  a  time  when  the  Philharmonic  was 
having  trouble  finding  recording  contracts  of  quali- 
ty, Bernstein  stepped  in  and  insisted  that  Deutsche 
Grommophon— the  company  he  moved  to  after  leav- 
ing CBS— record  him  with  the  Philharmonic.  These  per- 
formances—many of  which  were  toped  live  for  those 
recordings— ore  among  the  treasured  memories  of 
players  and  audience  members  alike. 

David  Carroll  remembers  that  Bernstein  seemed 
to  go  on  a  distant  musical  voyage  when  he  conduct- 
ed, OS  if  he  were,  in  a  sense,  no  longer  there.  "I 
thought  a  lot  of  times  Lenny  didn't  hear  what  was  hap- 
pening—he was  hearing  what  was  going  on  in  his 
head.  That  was  interesting,  as  a  player,  to  be  swept  into  his  ecstasy  or  whatever  the  mood  was." 

Associate  principal  bass  Jon  Deak  felt  there  was  a  level  of  intensity  that  Bernstein  demand- 
ed of  himself,  of  the  players,  and  even  of  the  audience.  "With  Bernstein,  if  it  didn't  hurt  to  play 
a  piece  like  the  Tchaikovsky  Fourth  or  Sixth  Symphony,  you  just  weren't  getting  it.  And  not 
only  that,  you  could  almost  imagine  him  turning  around  to  the  audience 
and  asking:  'Does  it  /tt/rf  ?No?  Well,  we'll  do  it  again!' " 

Perhaps  Renee  Siebert  best  describes  the  Bernstein  presence  when 
she  exclaims  about  those  years:  "Oh,  they  were  incredible.  From  the  first 
moments  that  he  picked  up  the  baton  it  was  just  an  unbelievable  expe- 
rience, something  I'll  probably  never  see  again  in  my  lifetime." 
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brating  the  Past 
tlie  Future 


With  Masur  and  Borda  in  place  and  in  action,  the 
New  York  Philharmonic  has  clearly  reached  a  new 
level  of  excellence.  Even  the  players  sense  this:  Horn 
Ranier  De  Intinis  thinks  the  orchestra  is  on  the  verge  of  a 
vel  of  greatness.  "When  Mr.  Masur  is  on  the  podium,  the 


ionic  consistently  plays  better 
I  remember.  My  feeling  is  that  the 
nonic  is  embarking  on  an  era 
ill  even  surpass  the  golden  era  ot 
1.  The  Philharmonic  is  going  to 
e  heavens." 

ntinis  retires  at  the  end  of  this 
uversary  season,  and  what  a  season 
;s  to  be.  On  every  program  there 
nusic  that  relates  either  to  the 
's  rich  heritage  or  to  lay- 
oundation  for  a  future 
Part  of  that  future  lies  in 
itious  commissioning 
Thirty-six  composers  in 
dected  during  the  1988- 
n  by  Zubin  Mehta  and 
"1  Tredici,  in  their  capac- 
Lusic  director  and  com- 
residence,  with  a  specit- 
nade  to  include  younger 
rs.  Eight  concertos  writ- 
fically  for  Philharmonic 
s  have  also  been  commissioned; 
three  will  be  heard  this  season. 
11-length  orchestral  works,  six 
)rchestral  works,  1 1  fanfares  and 
,  and  two  works  for  the  Young 
Z^oncerts  complete  the  list, 
v  music  is  the  lifeblood  of  the 
Aid  if  new  works  do  not  get  per- 
new  composers  will  not  turn  their 
3  orchestras.  Associate  principal 
Deak  speaks  as  a  player,  and  also  as 
iser  writing  a  piece  for  the  150th 


season:  "We  see  that  when  a  symphony 
orchestra  does  play  works  by  people 
around  it,  it  begins  to  attract  more  ot  the 
bright  young  composers,  so  that  rather 
than  ]ust  going  to  Hollywood,  they  say 
'Hey!  Well,  maybe  somebody  will  listen  to 
this  symphony  it  I  write  it."  " 

No  one  element  ensures  a  healthy 
future  for  an  orchestra,  but  as  managing 
director  Deborah  Borda  noted  at  the 


Avi'yy  Fistwr  Hall — lionn  of  tlw  Si'ir  York  Philhtirttionic. 

beginmng  ot  this  supplement,  it  all  hinges 
on  the  creativity  of  the  evolutionary 
process.  In  the  broader  sense,  the  New- 
York  Philharmonic  will  always  be  a  vital 
part  of  Its  community.  Declares  violinist 
Donald  Whyte,  "Any  individual  that  I've 
ever  spoken  to  agrees  that  when  you  walk 
through  the  door  to  hear  a  live  symphony 
orchestra,  that's  one  of  the  great  experi- 
ences of  lif  e'.  And  I  don't  think  that  is  ever 
s;oins^  to  chani2;e." 


Some  highlights  of  the 
150th  deacon 

•  PHILHARMONIC  WEEK  (DEC  7-1 3, 1992)-The 
150th  Anniversary  Concert  (Dec.  7)  features 
three  Philharmonic  music  directors— Kurt 
Mosur,  Zubin  Mehta,  and  Pierre  Boulez.  The 
Isaac  Stern  Concert  (Dec.  1 0)  marks  the  Amer- 
ican violin  virtuoso's  103rd  performance  with 
the  Philharmonic;  preceding  the  Dec.  12  Young 
People's  Concert,  the  first  Children's  Prome- 
nade; the  Dec.  13th  New  York  Philharmonic 
Ensembles  150th  Anniversary  Concert  com- 
memorates two  anniversaries— the  orches- 
tra's 150th,  and  the  Ensembles'  10th.  Other 
activities  include  a  lecture,  a  seminar,  and  a 
Philharmonic  Forum  with  Kurt  Masur  and  spe- 
cial guests,  moderated  by  managing  director 
Deborah  Borda. 

•  1 50TH  ANNIVERSARY  EUROPEAN  TOUR  (MARCH 
22- APRIL  15,  1993)-The  New  York  Philhar- 
monic tour,  underwritten  by  Citibank,  was 
specifically  planned  for  the  prestigious  winter 
concert  seasons  of  Berlin,  Budapest,  Frankfurt, 

Leipzig,  London,  Madrid,  Brussels, 
Paris,  Vienna,  and  Warsaw. 

•  REMEMBERING  LENNY  (JUNE  14-20, 
1993)— An  intensive  look  ot  the  dif- 
ferent aspects  of  Leonard  Bernstein— 
the  composer,  the  music  director,  the 
performer.  The  orchestral  Bernstein 
will  be  heard  in  a  Philharmonic  pro- 
gram conducted  by  Leonard  Slatkin; 
the  New  York  Philharmonic  Ensembles 
offer  a  concert  entitled  "Bernstein  and 
Friends"  (June  20);  two  lectures— 
one  featuring  Philharmonic  musicians, 
another  with  songwriting  team  Betty 
Comden  and  Adolph  Green— and  screenings  of 
three  films  with  Bernstein  scores. 

•  JULY  4TH  IN  THE  PARK-A  free  gala  concert 
in  Central  Park  to  celebrate  the  Fourth  of  July 
and  the  final  event  in  the  Philharmonic's  1 50th 
Anniversary  Season,  conducted  by  Kurt  Masur, 
and  featuring  a  multimedia  presentation  and 
fireworks. 

A  booklet  listing  complete  details 
of  the  Neu'York  Philharmonic's 
150th  Anniversary  Season  is  available 
by  calling  1-800-992-8997. 
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It's  not  easy  to  become 
a  Preferred  Hotel. 

To  be  accepted  for 
membership  a  hotel  must 
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more  than  1700  American 


submit  to  one  of  the  most  Express  travel  locations* 
exhaustive  and  demanding      worldwide  to  help  guests 


examinations  imaginable. 

If  they  pass  these 
tests  (90%  do  not),  there's 
one  last  condition  they  must 
meet:  They  must  welcome 
the  American  Express  Card. 


with  travel  plans.  Plus,  only 
the  American  Express  Card 
offers  Global  Assist^-^  for 
worldwide  emergency  medi- 
cal and  legal  referrals. 
There  are  over 


You  see.  the  American      300,000  hotels  and  resorts 


Express  Card  is  accepted 
everywhere  Preferred  Hotels' 
are  located.  And  there  are 


Hotels  &  Resorts 
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in  the  world.  At  present, 
only  105  are  Preferred.  And 
every  one  of  them  proudly 
welcomes  the  American 
Express  Card. 

For  a  free  directory 
of  all  105  Preferred  Hotels 
and  Resorts  Worldwide,  call 
1-800-237-7254. 

Or  call  your  travel 
agent  and  ask  if  there's  a 
Preferred  Hotel  where  you're 
planning  to  visit.  And  be 
sure  to  ask  for  an  American 
Express  Card  Assured 
Reservation**  when  you  call. 
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■Travel  Service  locations  of  American  Express  Travel  Related  Services  Company.  Inc..  its  affiliates  and  Representatives. 
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MOVING  INTO  THE  FAR  EAST  AND  BRINGING  U.  S.  CHRISTIANS  TO  THE  HOLY  LAND 


D  YOU  THOUGHT 
AIRLIHES  HAD  IT  TOUGH 


tely,  Israel's  El  Al  has  been  clearing  its  hurdles  cleanly 


Fith  airlines  facing  endless  fare 
wars  and  increasingly  cut- 
throat competition,  executives 
St  any  carrier  will  tell  you  these 
•d  times  for  the  industry.  But 
1  Al's  perspective,  those  airlines 
low  from  difficulties.  The  Israeli 
nent  won't  let  its  flag-carrier  fly 
Sabbath  or  on  Jewish  holidays — 
nocks  out  16%  of  all  flying  hours 
s  potential  profits  by  nearly  507^. 
)untries,  except  Egypt,  won't  let 
ly  over  their  airspace,  and  other 
fearing  Arab  reprisal,  are  reluc- 
strike  marketing  accords  with  El 
s,  with  the  threat  of  terrorism, 
g  security  costs  the  carrier  a 
.lenny.  What's  an  airline  to  do? 
y.  Since  taking  charge  of  El  Al 
Lirlines  Ltd.  10  years  ago,  former 
Air  Force  General  Raphael  Har- 
turned  a  money-losing,  strike- 
iirline  into  an  innovative 
itor.  When  passenger 
almost  went  off  the  ra- 
?en  during  the  gulf  war, 
quickly  converted  two 
0  cargo  carriers.  When 
traditional  U.  S.  market 
!d  saturated,  Harlev  be- 
hng  Holy  Land  travel  to 
entalist  Christians.  And 
as  a  decades-old  ban  on 
)ver  Soviet  airspace  was 
ist  year.  El  Al  officials 


RATION 


dashed  to  win  flying  rights  to  Beijing 
and  other  Far  East  destinations.  Now, 
says  El  Al,  its  passengers  can  see  the 
Wailing  Wall  and  the  Great  Wall  of  Chi- 
na on  one  ticket — what  Harlev  has 
dubbed  going  from  "Wall  to  Wall." 
CHURCHGOING.  Such  resourcefulness  has 
reaped  profits  for  the  past  six  years  and 
increased  El  Al's  important  North  Amer- 
ica-to-Israel  market  share  from  40'f  in 
1982  to  55?^  today.  And  soon  the  airline 
will  spread  its  wings  even  further.  In 
mid-September,  the  Israeli  government 
began  its  first  moves  toward  privatizing 
the  carrier.  That  should  help  El  Al  raise 
the  capital  it  needs  to  expand. 

Harlev  vows  to  seize  opportunities 
wherever  he  can  find  them.  Five  years 
ago.  El  Al  noticed  a  growing  interest  in 
Israel  among  U.  S.  church  groups,  and  it 
has  gone  after  them  aggressively,  team- 
ing with  tour  packagers  and  advertising 


EL  Al'S  SMART  MOVES 


CHRISTIAN  PIlfiRIMAGES  Targeting  Bible  Belt  Christians  ea- 
ger to  visit  the  Holy  Land 

EXPANDING  EASTWARD  Offering  service  to  China;  hopes  to 
add  scheduled  service  to  India,  Thailand,  Japan,  Australia 

VERSATILE  AIRCRAFT  Has  asked  Boeing  to  reconfigure  a  747 
so  El  Al  can  use  it  to  carry  cargo  in  the  passenger  off-season 

STAYING  LEAN  Following  overhaul  in  1982,  introduced  two- 
tier  wage  scale  in  1 990,  paying  second-tier  pilots  in  shekels 


the  trips  on  Christian  evangelist  Pat 
Robertson's  TV  show,  700  Club.  In  Octo- 
ber, the  airline  will  add  service  to  Dallas. 
"We  think  this  market  has  a  huge  poten- 
tial for  us,"  says  Harlev,  who  notes  that 
roughly  35'/'  of  El  Al's  U.  S.  passengers 
are  non-Jews,  mostly  pilgrims,  up  from 
just  207'  two  years  ago. 

Harlev  has  also  found  a  solution  to 
one  of  El  Al's  nagging  problems:  For- 
eign airlines  with  limited  access  to  U.  S. 
cities  often  make  arrangements  with  a 
specific  U.  S.  carrier  to  help  "feed"  their 
planes  passengers  heading  for  foreign 
soil.  But  skittish  U.  S.  carriers  haven't 
been  interested.  And  with  traffic  be- 
tween the  U.  S.  and  Israel  accounting 
for  40'a  of  El  Al's  revenues,  finding  a 
partner  was  crucial.  So  two  years  ago, 
Harlev  made  arrangements  with  U.  S. 
entrepreneur  Clinton  Dan  McKinnon  to 
create  a  tiny  U.  S.-based  airline.  North 
American  Airlines,  which  ferries  passen- 
gers from  several  U.  S.  cities  to  El  Al's 
hub  in  New  York.  El  Al  owns  24.9'/  of 
the  carrier. 

El  Al  has  responded  to  political  events 
worldwide  with  impressive  speed.  When 
the  Soviet  bloc  began  crumbling.  El  Al 
quickly  added  service  to  Berlin,  Warsaw, 
Prague,  Moscow,  and  several  other  cit- 
ies— often  before  the  Israeli  government 
had  time  to  open  formal  relations. 
CHINA  IS  NEAR.  The  next  front  is  the  Far 
East.  When  Soviet  airspace  was  closed 
to  El  Al,  Israelis  heading  to  the  Far  East 
had  to  fly  the  long  way  around  the 
globe,  stopjjing  in  Europe.  Now,  El  Al 
can  get  to  China  in  10  hours.  In  short 
order,  Harlev  expects  to  add  service  to 
India,  Thailand,  and  Australia.  When  Ja- 
pan opens  a  new  airport  in  1994,  El  Al 
will  begin  scheduled  flights  there,  too. 

Israel's  plans  for  privatization  include 
floating  shares  on  the  New  York  and  Tel 
Aviv  exchanges,  as  well  as  selling  large 
shares  to  private  investors.  Harlev  be- 
lieves the  airline's  profit  record  will  en- 
tice investors.  Though  government-con- 
trolled, Harlev  says  Jerusalem  stopped 
subsidizing  El  Al  10  years  ago,  and  pro- 
vides financial  help  only  for  security — 
which  it  would  continue  after  privatiza- 
tion. He  hopes  the  sale  will  bring  in  $500 
million  and  help  El  Al  raise  an 
additional  $1  billion  for  new 
planes.  "My  dream  is  to  be  able 
to  fly  over  Arab  states,"  says 
Harlev,  "and  turn  Tel  Aviv  into 
an  international  hub  between 
East  and  West."  Impossible? 
Maybe.  But  miracles  have  been 
known  to  happen  in  that  part  of 
the  world. 

By  Neal  Sandler  in  Jerusalem, 
irith  Andrea  Rothman  in  New 
York 
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PORTRAIT  OF 
THE  BOSS 

FROM  EDUCATION  TO  COMPENSATION  TO  WHAT  THEY  DO  FOR  RELAXATION 


eet  Joe  CEO:  Ronald  L.  Kuehn  Jr.,  head  of  utility 
company  Sonat  Inc.,  epitomizes  the  chief  executives 
of  the  BUSINESS  WEEK  1000  to  the  letter— almost. 
Kuehn  has  spent  22  years  at  his  company,  eight  as  CEO.  A 
New  York  City  native  and  Army  veteran,  Kuehn  played  two 
college  varsity  sports,  baseball  and  basketball.  He's  57,  a 
lawyer,  and  married.  Kuehn's  family  is  a  bit  large,  with  six 
kids,  and  his  paycheck  is  somewhat  on  the  high  side  at 
$900,000,  but  otherwise  he's  pretty  close  to  the  statistical 
bull's-eye  for  the  Corporate  Elite. 

The  typical  man  at  the  helm — and  997  are  men — has  been  at 
his  company  since  1970.  Now  56,  he  has  been  a  CEO  for  eight 
years.  Women,  absent  from  the  Corporate  Elite  last  year,  are 
back,  but  not  in  any  way  that  shows  the  infamous  "glass 
ceiling"  is  breaking.  Among  all  the  bosses  in  the  BUSINESS 
WEEK  1000,  CEOS  Marion  Sandler  of  Golden  West  Financial, 
Linda  Wachner  of  lingerie  maker  Warnaeo,  and  Carol  Bartz  of 
software  upstart  Autodesk  are  the  only  women.  The  rest  are 
male,  mainly  Protestant,  and  overwhelmingly  white. 

The  average  ceo  is  a  man  of  letters,  but  not  necessarily  the 
varsity  type.  Fully  907'  of  the  Corporate  Elite  roster  graduat- 
ed from  college,  and  260  went  on  to  get  MBAs.  Of  the  327  who 
did  take  to  the  playing  fields  for  their  alma  maters,  most 
strapped  on  football  helmets. 

When  it  comes  to  home  states.  New  York  tops  all.  Over 
18"' — or  12() — of  U.  S.-born  CEOs  came  from  the  Empire  State. 
Other  important  wellsprings  include  Illinois,  with  77  CEOs, 
Pennsylvania,  birthplace  of  66,  and  Ohio,  with  61. 

Read  on  to  learn  more  about  what  makes  up  the  profile  of  a 
power  player. 


DIPLOMAS 


1^^^     ^jH^Hjj^H  The  final  score:  Yale  32,  Prince- 
^^^^^^^^H  ton  31.  No,  not  football — mem- 
^^^^^^^^^H  ''ft's  of  the  Corporate  Elite. 
^  ^^JBB  Other  popular  CEO  breeding 

grounds  were  Harvard,  with 
22;  Michigan,  with  18;  Pennsyl- 
vania and  Northwestern,  with 
17  each;  and  Stanford  and  Cor- 
nell, with  16  apiece.  Among  the 
Elite  corps  of  Yale  graduates 
are  Fred  Smith  of  Federal  Ex- 
press, Roberto  C.  Goizueta  of 
('oca-Cola,  and  Richard  L.  Gelb  of  Bristol-Myers  Squibb.  Who- 
ever hires  a  Yalie  for  the  top  job  must  know  something  we 
don't  know.  Whether  by  coincidence  or  by  design,  Yale-educat- 
ed chief  executives  on  average  run  companies  that  have  higher 


sales  and  profits,  and  larger  market  values.  Go  fi{ 
Maybe  it's  what  they  studied:  nriainly  economics  or  ( 
business-related  subjects,  such  as  business  administration 
engineering.  Princeton  had  its  share  of  history  buffs,  inclu 
a  troika  of  bankers:  John  F.  McGillicuddy  of  Chemical  I 
Richard  B.  Fisher  of  Morgan  Stanley,  and  Henry  Fur 
Baldwin  of  Mercantile  Bankshares. 

The  number  of  corporate  chieftains  who  chose  to  arm  t 
selves  with  graduate  degrees  declined  slightly  this  year:  5 
vs.  51.27  in  1991.  Of  those  who  finished,  most  studied  bus! 
or  law.  Harvard,  by  far,  was  their  grad  school  of  choice: 
fifth  donned  crimson.  Second  most  popular  was  sun-b 
Stanford,  with  57  of  all  grad-schooled  CEOs.  Know  of  a 
company?  Six  Elites,  all  of  them  in  the  drug  or  health 
industry,  are  MDs. 


INDUSTRY  ODDITIES 


Container  executives  are 
among  the  most  loyal,  or  per- 
haps the  most  patient,  CEOs 
around.  Top-level  executives 
stay  with  companies  such  as 
Stone  Container,  Federal  Paper 
Board,  and  Sonoco  Products  an 
average  of  33.2  years,  11  years 
longer  than  the  typical  Corpo- 
rate Elite  member. 

The  paper  and  forest-prod- 
ucts industries  come  next  on 

the  stability  scale,  with  tenures  that  average  29  years, 
loyalty  doesn't  pay  off  in  quick  promotions.  It  takes  loi^ 
than  average,  24  years  and  19,  respectively,  to  win  a  CEO 
in  those  two  industries. 

Once  they've  hit  the  top,  the  prize  for  longevity  goes  to  C 
in  housing  and  real  estate.  They  have  stayed  in  the  big  o: 
an  average  of  13  years.  On  the  other  hand,  William  Newi 
of  New  Plan  Realty  Trust  was  just  getting  started  afte: 
years.  He  has  been  CEO  since  1942 

At  the  other  extreme  are  heavy  hitters  in  the  office  eq  Et 
ment  and  computer  industries.  Their  average  age  is  51,  n 
ing  them  the  youngest  CEOs  of  all,  and  they've  been  with  t 
companies  only  14  years.  Along  with  execs  in  the  healthn 
industry,  office  equipment  and  computer  CEOs  zipped  to 
spots  in  just  six  to  seven  years. 

Who  has  the  oldest  CEOs?  That  distinction  belongs  to 
auto  industry,  where  the  typical  boss  is  59.  CEOs  in  contain 
fuel,  and  paper  and  forest  products  are  pushing  59  as  v 
Among  the  other  CEOs  who've  held  office  the  longest 
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Thomas  Dillard,  with  54  years  at  Dillard  Department 
[.  Peter  Grace,  with  47  years  at  W.R.  Grace  &  Co.,  and 
H.  Lavin,  who  spent  37  years  as  chief  executive  of 
Culver  Co.  The  oldest  CEO  of  all  is  Milton  Petrie.  At 
he  has  spent  60  years  heading  up  Petrie  Stores. 


PAY 


^■1  ^^^^H^^^l  prolonged  recession  fi- 

l^v       ^^^^^^M  nally  burst  the  bubble  of 

^^^^^^H  America's  best-paid  execs? 
^^^^^^^^^^^^  Looks  that  way.  In  1991,  the 
^r^Jfc       average  Corporate  Elite  CEO 
made  $878,000  in  salary  and  bo- 
nus, excluding  stock  options 
and  dividends,  which  was  a 
m   ^  M^KM  S^in  of  $10,000  from  the  year 

tll^^  .JKBB  before.  That's  only  a  i.2% 
^^^t  W  raise — down  from  11%  in  1989. 

^.oatmt^^^  'W  Few  CEOs  are  complaining 
,  though — particularly  not  Bernard  L.  Schwartz  at  Lor- 
raked  in  $5.8  million  last  year  in  salary,  more  than  any 
;o.  That  included  a  special  $2  million  bonus  for  acquir- 
integrating  Ford  Aerospace.  Charles  P.  Lazarus  of 
:'  Us  and  Stephen  C.  Hilbert  of  Conseco  are  close 
at  $5.5  million.  Of  those  drawing  salaries,  the  lowest- 
3  in  the  Corporate  Elite  was  Stuart  Robert  Levine, 
Cabletron  Systems,  who  earns  $52,000.  Berkshire 
ay's  Warren  Buffett  is  also  on  the  low  end,  at 
L  While  278  CEOs  earn  at  least  $1  million,  the  $3 
ind-over  category  is  a  bit  more  exclusive.  Some  of  the 
minent  who  have  negotiated  such  salaries  include  Pat- 
Thomas  at  First  Financial  Management  and  David  A. 
1  at  Valassis  Communications,  a  maker  of  coupons, 
salary  of  $3.1  million,  Wachner  is  the  highest-paid 
:eo. 

a're  determined  to  work  in  an  industry  that  pays  the 
forget  the  utilities,  which  on  average  pay  $531,000. 


REPORT  CARD 


it  shouldn't  be  surpris- 

the  rate  of  increases  in 

is  creeping  along,  rath- 
racing:  Profitability  for 
INESS  WEEK  1000  corn- 
Fell  21%  last  year  on  a 
jgregate  rise  in  sales, 
rage  BW  1000  company 
ap  $3.9  billion  in  sales 
9  million  in  net  income, 
om  $177  million  in  1991.  l_ 
•a\  Motors  was  the  big- 

mpany,  with  $122  billion  in  sales,  but  it  also  had  the 
losses:  $5  billion.  Others  on  the  least-profitable  list 
3rd  Motor,  Unisys,  Federated  Department  Stores,  and 
^house  Electric.  Their  total  losses  came  to  $11  billion, 
;hly  the  gross  domestic  product  of  Luxembourg  and 
combined.  The  smallest  company,  with  $8.6  million  in 
rensia  Pharmaceuticals  Inc. 

though  profits  slumped,  America's  most  valuable  com- 
yot  even  more  valuable  in  the  market's  eyes.  Average 
capitalization  is  up  9.5%,  to  $3.5  billion.  "The  company 
i  highest  market  value — $79.5  billion — was  also  second 
in  sales:  Exxon.  Other  market-value  monoliths  include 
/lorris,  Wal-Mart  Stores,  and  GE. 
iding  Berkshire  Hathaway,  whose  stock  price  of  $9,275 
?  scales  considerably,  composite  stock  prices  fell  from 
0  $38.56.  Price-earnings  ratios,  on  the  other  hand,  went 
<m  18.16  to  24.85. 


THE  FOUNDERS 


They  are  the  entrepreneurs, 
the  risk-takers,  the  builders  of 
Corporate  America.  They  also 
aren't  around  all  that  much 
anymore.  Only  14%  of  the  Cor- 
porate Elite  are  company 
founders.  Among  them  are 
such  notable  entrepreneurs  as 
William  Gates  of  Microsoft, 
Philip  Knight  of  Nike,  and 
Leonard  Abramson  of  U.  S. 
Healthcare.  The  youngest 
founder  on  our  list,  at  age  27,  is  Dell  Computer's  Michael 
S.  Dell. 

Like  the  average  CEO,  the  typical  founder  is  57  years  of  age 
and  has  been  with  his  company  for  22  years.  But  the  similar- 
ities to  our  average  CEO  stop  there.  Founders  are  more  likely 
to  have  had  four  or  five  different  employers,  which  may 
explain  why  they  decided  to  start  their  own  companies.  Al- 
though they  generally  have  had  the  CEO  title  for  17  years — 
twice  as  long  as  other  Corporate  Elite  CEOs — more  experience 
doesn't  necessarily  translate  into  better  pay.  Founders  typical- 
ly earn  $874,000,  $4,000  less  than  average.  But  then,  they  run 
smaller,  less  profitable  companies,  with  average  sales  of  only 
$1.3  billion  and  net  income  of  only  $66  million. 

Founders  are  less  educated  than  the  rest  of  the  Corporate 
Elite,  too.  Or  at  least  they've  spent  less  time  in  school.  Some 
8%  of  the  founders  did  not  attend  college,  almost  double  the 
proportion  among  other  CEOs.  Grad  school  appealed  to  only 
39%  of  founders,  vs.  half  of  the  total  Corporate  Elite.  While 
most  founders  who  went  to  grad  school  studied  business,  a 
higher  percentage  than  the  average — 247^^ — studied  law. 


TRIVIAl 


What  is  it  about  Budapest? 
Three  high-tech  CEOs  hail  from 
there:  Andrew  Grove  of  chip- 
maker  Intel,  John  G.  Adler  of 
computer-hardware  maker 
Adaptec,  and  Gabriel  Schmer- 
gel  of  Genetics  Institute. 

Stateside,  some  chiefs  can 
brag  they're  from  truly  grand 
places.  Ameritech's  William 
Lee  Weiss  grew  up  in  Big  Run, 
Pa.,  and  Nalco  Chemical's  Wor- 
ley  H.  Clark  started  out  in  Big  Stone  Gap,  Va.  Bob  H.  O'Neal 
of  Stewart  &  Stevenson  Services  wins  the  Most  Likely  to  Go 
Into  Business  award:  He's  from  Commerce,  Tex. 

The  companies  most  often  cited  as  a  CEO's  previous  place  of 
employment:  GE,  Ford,  and  IBM.  But  they  have  worked  every- 
where from  the  White  House  (Pennzoil's  James  Pate)  to  the 
White  Sox  (Molex'  Frederick  Krehbiel).  As  for  hobbies,  read- 
ing, collecting,  and  gardening  are  among  the  most  popular. 
But  some  CEOs  go  way  out:  Bruce  L.  Crockett  of  Communica- 
tions Satellite,  is  the  wizard  of  Oz  memorabilia.  Peter  M. 
Platten  HI  of  Valley  Bancorp  is  sweet  on  maple-syrup  making, 
and  William  Wayne  McGuire  of  United  Healthcare  hunts  lepi- 
doptera — butterflies  and  moths — in  his  off  hours. 

In  the  following  pages,  BUSINESS  WEEK  presents  its  ov/n 
collection  of  the  fauna  that  inhabits  the  executive  suite.  For  a 
look  at  the  savvy  CEOs  who've  figured  out  how  to  keep  grow- 
ing in  a  stagnant  economy,  turn  to  page  110.  For  a  rundown 
on  some  newcomers  to  the  Corporate  Elite,  see  page  118.  And 
for  an  exhaustive  taxonomy  of  the  species,  see  the  directory 
beginning  on  page  119. 

By  Laurel  Touby,  with  Fred  F.  Jespersen,  iti  New  York 
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MASTERS  OF 
THE  GAME 

CEOs  WHO  SUCCEED  IN  BUSINESS  WHEN  TIMES  ARE  REALLY  TRYING 


John  G.  Breen,  the  tough-talking 
chief  executive  officer  who  fixed  up 
aihng  Sherwin-Williams  Corp.  more 
than  a  decade  ago,  knows  a  turnaround 
when  he  sees  one.  Unconvinced  for  sev- 
eral years  that  stronger  economic 
growth  was  around  the  corner,  he  set 
his  sights  on  building  up  the  paint  com- 
pany to  succeed  in  sluggish  times.  Now, 
with  the  economy's  EKG  still  showing  a 
flat  line,  Breen's  view  has  been  vindicat- 
ed. "We  saw  this  coming  a  long  time 
ago,"  he  says.  "Some  people  thought  it 
was  too  much  doom  and  gloom." 

People  don't  think  that  anymore.  Sus- 
pended in  a  netherworld  between  reces- 
sion and  recovery,  the  economy  has  sent 
many  a  CEO  into  limbo — or  worse.  Just 
ask  Robert  C.  Stempel,  chairman  of  Gen- 
eral Motors  Corp.,  who  was  upbraided 
by  his  board  for  dawdling  on  the  car- 
maker's reorganization.  Computer  pio- 
neer Kenneth  H.  Olsen  had  to  step  down 
from  the  company  he  founded  after  Dig- 
ital Equipment  Corp.  posted  a  stunning 
$2.8  billion  loss  last  fiscal  year.  And  af- 
ter R.  H.  Macy  &  Co.  slumped  into  bank- 
ruptcy protection,  out  went  CEO  Edward 
S.  Finkelstein. 

The  economic  statistics  are  enough  to 
scare  even  the  most  secure  CEO.  So  far 
this  decade,  the  U.  S.  economy  has 
grown  just  0.37^  annually.  Corporate 
profits  plummeted  from  1988  to  1991, 
and  business  failures  have  set  records  in 
each  of  the  past  two  years.  The  grind 
isn't  over:  DRi/McGraw-Hill  expects 
yearly  growth  to  hit  just  2.47  for  the 
rest  of  the  1990s — making  this  the  slow- 
est-growing 10  years  since  the  Great  De- 
pression decade  of  the  1930s. 
REALISTS.  However,  Sherwin-Williams' 
Breen  and  a  number  of  other  CEOs  of 
the  BUSINESS  WEEK  1000  know  how  to 
succeed  in  business  when  times  are  real- 
ly trying.  They  are  adjusting  their  com- 
panies to  a  prolonged  slow-growth  envi- 
ronment in  which  pricing  power  will  be 
weak  and  demand  slack.  John  H.  Bryan, 
chief  of  Sara  Lee  Corp.,  is  among  those 
preparing  for  a  long  road  to  recovery. 
"The  notion  that  the  economv  will  come 


John  Breen 

SHERWIN-WILLIAMS 


He  increased  the  paintmaker's  market  share  by 
aiming  individual  brands  at  specific  markets 


no  BUSINESSWEEK/OCTOBER  12  1992 


THE  CORPORAl 


r  l);ifk  is  absurd," 

face  of  that  bearish 
successful  CKOs  are 
long-term.  Sherwin- 
,  is  concentrating  on 
ng  market  share, 
p.  and  Intel  Corp. 
3d  operations  to  fo- 
;he  "core  competen- 
it  give  them  a  corn- 
edge.  Foodmaker 
!  is  using  its  market- 
/y  to  sell  different 
.  Home  Depot,  Wal- 
ind  Wausau  Paper 
!  stressing  customer 
technology,  and 


companies  have  also 
payrolls  and  capital 
That  can  be  an  im- 
part of  a  larger  plan 
;pares  the  corpora- 
the  long  haul.  For 
usinesses,  though, 
s  are  dangerous 
they  are  geared  to 
n  improvement  of 
,om  line.  When  the 
takes  hold,  a  lot  of 
:ompanies  will  be 
)ff-guard,  with  prod- 
ing  short  of  expecta- 
insufficient  staffing 
customers'  needs. 
PANIC  The  sour 
y  certainly  hasn't 
James  D.  Sinegal's 
Sinegal,  CEO  of  the 
A'ing  Costco  Whole- 
rp.  chain,  plans  to 
lOut  20  stores  this 
d  20  in  1993.  "The 
don't  panic,"  says 
who  left  rival  Price  Co.  in  1979 
found  Costco.  "If  you  say  often 
that  business  will  be  bad,  believe 
nil  be  bad."  Similarly,  Wausau 
[ills  Co.  spent  $2.2  million  on  a 
i-and-development  lab  to  develop 
pecialized  papers  that  customers 
i,  recession  or  not. 
many  cyclical  businesses  don't 
lat  alternative.  Even  in  good 
le  U.  S.  paint  industry  is  in  slow- 
mode,  with  dollar  sales  up  5% 
'  over  the  last  10  years.  So,  back 
mid-1980s,  Sherwin-Williams' 
ecided  to  go  after  market  share, 
ly  we  looked  at  it,  there  was  no 
■ay  you  could  grow  sales  and 
he  says. 

agh  he's  best  known  for  keeping 
eye  on  costs,  Breen  has  over- 
ne  canny  marketing  moves.  Most 
it,  S-W  has  aimed  its  individual 
at  specific  markets  and  priced 
)mpetitively.  Breen  nearly  dou- 
"  ad  budget  from  1986  to  1991, 


He  is 


John  Bryan 

SARA  LEE 

applying  his  marketing  savvy  in  food  to  his  Champion, 
Playtex,  and  Hanes  apparel  lines  for  growth 


when  it  hit  $119  million.  In  1990,  S-W  won 
its  biggest  chunk  of  market  share  by 
paying  $67  million  for  the  consumer- 
paint  assets  of  DeSoto  Inc. — a  major 
supplier  of  private-label  accounts,  nota- 
bly to  Sears,  Roebuck  &  Co.  Meanwhile, 
it  increased  the  number  of  its  own 
stores,  where  the  company  sells  its  flag- 
ship Sherwin-Williams  brand,  from  1,829 
to  1,981.  Together  with  efforts  to  boost 
quality  and  the  hiring  of  additional  sales 
representatives,  that  hiked  sales  by  29% 
since  1987,  to  $1.5  billion. 
CARVING  A  NICHE.  The  company  has  also 
moved  to  differentiate  its  Dutch  Boy 
brand  from  other  house  paints.  In  1988, 
S-W  began  an  ad  campaign  that  trumpet- 
ed Dutch  Boy  as  "The  look  that  gets  the 
looks."  The  fashion  pitch  was  a  clear 
switch  from  usual  paint  advertising  that 
centers  on  washability  and  durability. 
"It  positioned  us  as  a  marketer,  more 
than  just  a  seller  of  commodity  paint," 
says  T.  Scott  King,  president  of  the  com- 
pany's consumer  brands  unit.  Dutch  Boy 


has  also  gotten  a  big  lift  by  gaining 
shelf  space  at  discounters  such  as  Wal- 
Mart  Stores  Inc.,  where  strapped  do-it- 
yourselfers  buy  their  painting  supplies. 

Breen's  strategy  is  paying  off  bril- 
liantly. S-w's  market  share  in  architec- 
tural paint  has  climbed  from  13%  or  so 
in  1986  to  18%  or  more,  figures  Kemper 
Securities  Inc.  analyst  Charles  E.  Ceran- 
kosky.  In  recessionary  1991,  industry 
sales  fell  0.2%-,  but  revenues  at  S-W  were 
up  2.9%,  excluding  acquisitions.  For  the 
first  two  quarters  of  this  year,  earnings 
overshot  analysts'  expectations:  Profits 
climbed  23%,  to  $68  million,  on  sales  of 
$1.37  billion,  up  9.3%  .  Robert  P.  Curran, 
an  analyst  at  Merrill  Lynch  &  Co.,  says 
the  reason  is  simple:  "They  hammered 
home  on  what  was  most  important  to 
them.  It  was  paint — selling  more  paint." 

Focusing  on  the  business  in  which 
your  company  has  an  edge — what  man- 
agement gurus  call  its  core  competen- 
cy— is  crucial  for  many  companies  in 
these  lean  times.  It  can  be  a  scary  strat- 
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John  Snow 

CSX 


First  he  sold  off  some  wayward  acquisitions  to  focus  on 
transportation.  Now,  he's  stressing  customer  service 


egy,  especially  when  the  core  business  is 
capital-intensive.  While  many  companies 
slashed  spending  last  year,  Tulsa-based 
Williams  Cos.,  which  operates  gas  pipe- 
lines and  the  nation's  fourth-largest  tele- 
communications network,  boosted  capi- 
tal investment  by  257f.  Even  if  the 
economy  worsens,  figures  CEO  Joseph  H. 
Williams,  customers  will  still  need 
phones  and  fuel.  Net  income  surged 
437^  to  $110  million,  on  $2.1  billion  in 
sales.  "The  only  way  you  really  excel  in 


a  capital-intensive  business  is  to  invest 
your  way  into  the  future,"  says  Wil- 
liams, who  has  budgeted  some  $2  billion 
for  spending  over  the  next  few  years. 

Zeroing  in  on  a  core  competency  re- 
quires knowing  what  a  company  does 
best — where  it  has  an  advantage  over  its 
competitors — and  organizing  the  compa- 
ny to  make  the  best  use  of  it.  That's  how 
Williams  entered  telecommunications  in 
1985.  Its  workers  suggested  stringing 
fiber-optic  cables  through  its  abandoned 


pi{)elines.   And   the  s\*- 
has  paid  off:  The  unit!'* 
counted  for  27'/f  of  the  t- 
pany's  operating  prol'its  , 
year.  Says  C.  K.  Prahal; 
professor  of  corporate  si 
egy  at  the  Universityli;*-^ 
Michigan:  "What  appear! Jj"' 
be  a  disparate  set  of  pf?^ 
ucts  or  businesses  may  ]>: 
a  unifying  set  of  cow  (  , 
petencies  that  brings 
together." 

WELL-KNIT.  Cheesecake 
stockings  are  another  o : 
pie.  Pretty  disparate,  riiM* 
Not  to  Sara  Lee's  John  to'* 
an.  Three  years  ago,  Bi  te. : 
deliberated  on  his  compa  * 
prospects  in  a  prolon  Stii 
economic  slump.  He  com  k  ' 
ed  that  the  1990s  wouk  ite 
tough  for  the  mature  1  line 
food  industry.  So  Bryan  kas 
cided  that  Sara  Lee,  Jia: 
quintessential  food  cor  lis! 
ny,  was  going  to  take  a  tdt 
ferent  path:  "We're  not  m 
ing  to  invest  to  grow  fcrti 
food  business  in  the  '90i  im 
Instead,  the  company  u,  1 
nurtured  high-profile  hvi  saix 
in  packaged  apparel — ev  !  ne 
thing  from  sweats  to  ur  ftbi 
wear,  socks,  brassieres,  g  pi 
hosiery.  These  markets  \  oftt 
traditionally  been  hi{  imo: 
fragmented  and  domini  i  in 
by  private-label  goods,  i  lent, 
Lee  has  applied  its  br  f  of 
marketing  knowhow,  u  mi 
such  blockbuster  names  k. 
Playtex,  Hanes,  and  CI  s  O! 
pion,  to  grab  sales.  b 
In  the  past  few  ye  fei 
Sara  Lee  has  built  up| 
presence  among  mass 
chandisers.  But  the  com 
also  pursues  all  channelj 
distribution,  so  it's  n 
sented  everywhere  f: 
tony  department  stores 
sell  its  Donna  Karan  hos||last 
for  $15  a  pair,  to  drug  s 
that  carry  its  $1.69  L'c| 
brand.  Nobody  could  qui' 
with  the  results:  Although  Farley  Iij 
Fruit  of  the  Loom  and  BVD  brands 
rank  No.  1  in  men's  and  boys'  unSjart 
wear,  with  a  39''^  combined  share,  ' 
Lee  is  catching  up  fast.  It  commEBIi, 
SO^;,  up  from  179^  in  1987.  And  Hfl  '~ 
Her  Way,  launched  just  five  years 
has  surpassed  Fruit  in  the  $1  bi 
women's  and  girls'  underwear  mark 

A  key  part  of  Bryan's  growth 
has  been  to  duplicate  the  strategy  ojnj , 
seas.  Through  acquisitions  and  intejj 


112  BUSINESS  WEEK/OCTOBER  12,  1992 


THE  CORPORA  I,, 


the  company  now  racks  up  $3.6 
1  sales  in  Europe  alone.  It  gar- 
)ther  $655  million  from  Asia  and 
merica.  "Europe  is  just  ripe  for 
plicate  the  packaged-apparel  po- 
hat  we  have  in  the  U.  S.,"  Bryan 
'^e  see  that  as  a  way  to  catapult 
pany  to  a  much  larger  size."  In 
e's  fiscal  year  ended  June  30, 
umped  15.3%,  excluding  a  huge 
gain  from  the  sale  of  its  Euro- 
er-the-counter  drug  business,  to 
lion,  on  a  sales  increase  of  7%,  to 
lion.  First  Boston  Corp.  figures 
13  largest  food  processors  as  a 
osted  net  income  gains  of  only 

RODiiCTS.  As  Sara  Lee  and  Wil- 
low, core  competencies  needn't 
c.  Smart  companies  shed  busi- 
where  advantages  are  waning 

their  sights  on  new  horizons. 
LS  the  course  Andrew  S.  Grove 
Intel  Corp.  In  1984,  Intel  was  a 
ne  semiconductor  company, 
as  since  abandoned 
narkets,  including 
Intel  had  pioreered, 
;d  to  specialize  in  mi- 
3ssors  and  related 
r  the  PC  market, 
reusing  on  a  few 
;,  Intel  concentrates 
arch  money  on  de- 
new  chips  and  im- 
the  performance  of 

products.  To  stay 

the  pack,  Intel  also 
more  than  $1  billion 
in  new  plants  and 
nt,  the  highest  per- 

of  reinvested  reve- 
long  the  major  chip 
rs.  And  it  has  spent 

on  advertising  to 
)rand-name  recogni- 
ove  doesn't  dispute 
ncentrating  on  PCs 
:y.  "Looking  at  it  in 
ive  way,  we  put  all 
s  in  one  basket,"  he 
Jut  we  bet  right." 
1  putting  it  mildly, 
it  Intel  increased 
ist  year,  to  $4.8  bil- 

a  6%  gain  for  the 
miconductor  market, 
grew  26%,  to  $819 

in  1991,  and  last 
ntel  announced  that 
art  paying  a  10$  div- 
1  its  stock — its  first 
his  year  has  been 
,  thanks  to  renewed 
competition  from 
ip  makers.  But  Intel 
)onded  aggressively, 
led  prices  during  the 
'0  quarters,  cutting 
largins  but  position- 


ing itself  to  gain  market  share  for  at 
least  the  next  year.  "You  bite  the  bullet 
when  you  need  to,"  shrugs  Grove.  "You 
hope  you  do  it  right." 

John  W.  Snow  has  bitten  his  share  of 
bullets.  When  he  became  president  of 
CSX  in  1988,  the  deeply  troubled  con- 
glomerate had  interests  ranging  from  oil 
and  gas  drilling  to  fiber  optics.  Snow,  a 
former  Transportation  Dept.  Under  Sec- 
retary, immediately  began  selling  off 
anything  that  didn't  pertain  to  transpor- 
tation. What's  left  is  a  much  smaller  but 
better  focused  company:  the  CSX  rail- 
road. Sea- Land  Service  Inc.,  a  barge  line, 
and  a  thriving  "intermodal"  unit  that 
books  passage  for  cargo  on  different 
types  of  transportation. 

In  turning  CSX  into  a  transportation 
company,  Snow  confronted  a  problem 
facing  the  whole  industry:  overmanning. 
For  years,  powerful  rail  unions  had  kept 
management  from  trimming  costs  and 
boosting  efficiency.  CSX,  like  much  of 
the  industry,  has  bought  out  the  work- 


ers, union  and  nonunion.  Since  1987, 
Snow  has  cut  nearly  8,000  jobs,  to  47,900 
currently.  The  result  has  been  a  stagger- 
ing $2.2  billion  in  write-offs  over  the 
past  four  years,  hammering  profits.  But 
revenues  have  been  rising  steadily,  gain- 
ing 4.9'/^  in  1991,  to  $8.6  billion,  while  the 
industry's  sales  were  up  just  1'/-.  This 
year,  the  company  figures  pretax  operat- 
ing income,  before  charges  and  extraor- 
dinary gains,  could  hit  $980  million,  a 
rise  of  almost  20%  over  last  year — and  a 
record  high. 

'A  ROAST.'  One  reason  for  the  upturn  is 
Snow's  insistence  on  championing  the 
customer — a  pretty  rare  concept  at  most 
railroads.  Shortly  after  Snow  became 
chairman  and  CEO  in  1989,  he  met  with 
some  of  his  biggest  shippers  in  Atlanta. 
Michael  0.  Blackwell,  director  of  logis- 
tics for  Georgia-Pacific  Corp.,  describes 
the  meeting  as  "a  roast,"  with  custom- 
ers complaining  about  poor  service,  ill- 
maintained  equipment,  and  high  rates. 
Snow  listened  to  the  gripes,  then  went 


Charles  Walgreen 

WALGREEN 

His  computerization  of  prescriptions  improved  customer 
service  and  helped  the  drugstore  chain  keep  expanding 
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Andrew  Grove  | 

INTEL  ■  j 

:   i 

He  turned  the  broad-line  semiconductor  company  into  one  that  specializes  | 

in  a  few  PC  chips — which  allows  for  tightly  focused  R&D  in  a  lucrative  niche  ; 

i 


back  and  shook  up  the  management 
team,  changed  the  structure  to  allow  all 
parties  to  pull  together,  and  upgraded 
the  equipment.  "He's  changed  manag- 
ers' thought  process,"  says  Blackwell. 
"This  year  was  a  positive  meeting." 

As  important  as  customer  service  is  in 
good  times,  it's  a  must  when  the  econo- 
my sours.  Bernard  Marcus  is  riding  that 
simple  truth  for  all  it's  worth.  His  Home 
Depot  Inc.,  founded  in  1979,  has  been 
behaving  as  if  there  were  no  recession. 
Sales  were  up  357'  in  1991,  and  profits 
surged  52'/'.  Retailers  as  a  group  saw 
revenues  rise  127  last  year,  with  profits 
up  a  mere  47  .  While  its  low  prices  are 
certainly  a  factor,  customer  service  is  a 
big  plus.  Marcus  puts  his  sales  staff 
through  a  rigorous  training  program,  of- 
ten teaching  classes  himself.  Salespeople 
learn  to  help  customers  choose  the  best 
and  least  expensive  tools  for  the  job,  and 
they  offer  on-the-spot  lessons  in  tile-lay- 
ing and  electrical  installation. 

While  the  human  touch  has  done  won- 

ders for  Home  Depot,  Charles  R.  "Cork" 
Walgreen  HI  is  banking  on  technology 
to  keep  his  customers  coming  back.  In 
1982,  Walgreen  Co.  was  the  first  drug- 
store chain  to  get  an  on-line  computer 
network  to  handle  its  prescriptions  fast- 
er and  more  efficiently.  Now,  all  1,700 
stores  are  connected  by  satellite.  How 
well  does  the  system  work?  A  Walgreen 
customer  recently  wrote  to  the  company 
with  this  anecdote:  Escaping  Hurricane 
Andrew,  he  fled  to  the  home  of  friends 
in  Bradenton,  Fla.  But  in  his  rush,  he 
forgot  several  important  prescriptions, 
so  he  went  to  a  Walgreen's  in  Bradenton 
and  asked  the  pharmacist  to  look  up  his 
record.  Within  minutes,  the  man  had 
what  he  needed.  The  real  proof  of  the 
efficiency  of  Walgreen's  system:  The 
man's  last  name  is  Smith. 

Walgreen's  biggest  technology  project 
to  date  is  its  Strategic  Inventory  Man- 
agement System,  known  as  siMS.  The 
five-year-old  project  has  cost  $60  million 
so  far — $10  million  over  budget — but 

Walgreen  management  expects  it  to  t| 
up  as  much  as  $80  million  this  year  ak- 
in inventory-holding  costs  and  redul 
theft.  It  also  ensures  that  when  si, 
pers  come  looking  for  a  specific  item 
Walgreen's.  it's  there.  ,j 
EVERY  THREE  DAYS.  Despite  the  cruiin 
economy,  Walgreen's  just  keeps  ■ 
growing.  In  the  nine  months  ended 
31,  1992,  its  sales  gained  11.2%,  to  U 
billion,  and  its  earnings  surged  13.6''  i 
$169  million.  Walgreen  plans  to  ope  \ 
new  store  at  the  rate  of  one  every  th'< 
days  next  year,  with  plans  for  3,000  d 
lets  by  the  end  of  the  decade.  "This  f 
good  time  for  us  to  grow,  believf  ii; 
not,  because  no  one  else  is  expandiii 
says  the  CEO.  The  company  has  bi 
able  to  acciuire  regional  chains  and  ai 
vert  them  to  Walgreen  outlets.  And  i 
general  retail  shakeout,  Walgreen  noii 
has  made  finding  good  new  sites  a  sn) 
For  some  companies,  such  as  WauM 
Paper  Mills,  service  means  speed.f 
niche  paper  producer,  Wausau  has  li 
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Distance  Learning. 


It's  easy  inexpensive, 
and  here  are  some  reasons 
why  you  do  need  it. 

AT&T  Global  Business  Video  Services 
is  a  family  of  services  that  makes  it 
easy  and  affordable  to  use  videocon- 
ferencing. You  can 
have  a  meeting, 
train  employees, 
demonstrate  a 
new  product,  do 
anything  that  you 
could  normally  do 
in  any  face-to-face 
meeting,  with  clients  and  customers 
all  over  the  country  or  the  world, 
without  having  to  leave  your  office. 
And  you  can  do  it  simply  by  dialing 
a  telephone  number 

The  Better  It  Gets, 
The  Cheaper  It  Gets. 

One  of  the  best  things  about  AT&T 
Global  Business  Video  Services  is  how 
affordable  it  is. 
It  costs  less  than 
the  price  of  a 
cellular  phone 
call.  And  the 
picture  quality 
today  is  better 
than  ever  before. 
We've  Got  The  Best  Connections. 
AT&T  has  the  largest  fiber-optic  digital 


New  Product  Introductions. 


network,  with  con- 
nections to  more 
domestic  and  inter- 
national locations 
than  any  other  car- 
rier Dialing  your 
videoconference  is  ^-'Z^— 
as  easy  as  dialing  a  telephone  call. 

A  Solution, 
No  Matter  What  You  Need. 

Whether  it's  network  design, 
equipment  solutions  or  developing  the 
right  video  applications  for  your  busi- 
ness, AT&T  will  be  there  to  help. 
A  Video  Center  That's  All  Yours. 

We  created  the 
AT&T  Video  Center 
solely  to  satisfy  your 
video  communica- 
tion needs.  In  fact, 
you  can  call  us  for 
almost  any  support, 
service  or  information. 
Seeing  Is  Believing. 
AT&T  Global  Business  Video 
Services  can  save  you  time  and  money 
It's  one  of  the  most  practical,  state-of- 
the-art  solutions  for  your  business  com- 
munication needs.  It's  something  you 
and  your  business  should  take  a  serious 
look  at.  Because  once  you  see  it,  you'll 
believe  in  it.  For  more  information,  call 
1  800  VIDEO  GO. 


Equipment  Troubleshooting. 


AT&T 

The  right  choice. 


an  astonishingly  good  couple  of  years, 
even  as  rivals'  earnings  fell  82''  in  1991. 
In  the  year  ended  Aug.  81,  Wausau's 
sales  rose  6'/f  and  earnings  gained  317'. 

One  important  reason,  says  CEO  Ar- 
nold M.  Nemirow,  is  an  inventory  and 
production  system  called  time-based 
competition.  Designed  by  Boston  Con- 
sulting Group,  the  program  relies  on 
having  a  large  amount  of  goods  on  hand 
so  that  an  order  can  be  delivered  quick- 
ly. Wausau  also  holds  inventory  for  cus- 


tomers until  it  is  needed.  The  company 
has  compressed  the  time  needed  for  de- 
livery from  as  much  as  four  weeks  to 
overnight.  "When  our  customers  want 
our  products  in  their  loading  docks  in 
Chicago  or  Detroit  at  6  a.m.  the  next 
day,  they  know  they  can  count  on  us," 
says  Nemirow. 

What  CEOs  can  count  on  is  harder  to 
predict.  Forecasters  expect  growth  to 
rise  to  2.8'a  in  1993 — the  best  economic 
performance  since  1988.  But  as  the  slow- 


motion  1990s  unfold,  it's  clear  thati 
ness  strategies  cannot  be  based  on 
go  economy,  where  strong  demand 
faster  inflation  boost  the  bottom! 
That's  bad  news  for  do-little  exeed 
expect  a  strong  recovery  to  lift  all 
As  Breen,  Snow,  and  other  suce^ 
CEOs  see  it,  that  rudderless  strateg 
only  leave  a  company  lost  at  sea. 

By  Kathleen  Madigan  in  New  York\ 
Julia  Flynn  in  Chicago,  Joseph  Weot 
Philadelphia,  and  bureau  reports 


INSIDE  THE  FRESHMAN  CLASS  OF  '92 


I ever  mind  that  Bert  C.  Roberts 
Jr.  worked  at  MCl  Telecom- 
munications Corp.  for  20 
years — it  was  always  William  G. 
McGowan's  company.  But  now  the 
charismatic  telecom  pioneer  is  gone, 
and  the  taciturn  Roberts,  CEO  since  De- 
cember and  chairman  since  McGowan's 
death  on  June  8,  has  the  unenviable 
task  of  carrying  on  his  legacy. 

Succeeding  high-profile  chiefs — 
whether  revered  or  reviled— is  a  chal- 
lenge faced  by  several  members  of  this 
year's  Corporate  Elite. 
To  pull  it  off,  says  Har- 
vard business  school  pro- 
fessor Jay  Lorsch,  "you 
have  got  to  be  clear 
about  what  you're  trying 
to  do.  The  worst  thing  to 
do  is  to  try  to  be  like  the 
guy  before  you." 
FOOTWORK.  Compared 
with  some  of  the  84  oth- 
er new  CEOs  on  the  Cor- 
porate Elite  roster,  Rob- 
erts, 50,  has  no  big 
changes  in  store.  As  his 
rivals,  American  Tele- 
phone &  Telegraph  Co. 
and  Sprint  Corp.,  chase 
other  markets,  he's  de- 
termined to  stick  to  the 
long-distance  business. 
His  approach:  increase 
MCl's  16%  share  of  the 
$55  billion  long-distance 
market,  grow  interna- 
tionally, and  keep  MCI  fleet  of  foot. 

Some  of  Roberts'  fellow  freshman 
CEOs  have  inherited  companies  in  cri- 
sis. Digital  Equipment  Corp.'s  Robert 
B.  Palmer,  52,  hardly  has  time  to  draw 
a  deep  breath  after  he  takes  over  the 
lead  spot  on  Oct.  1.  Founder  and  CEO 
Kenneth  H.  Olsen  left  DEC  in  perilous 
shape,  with  multibillion-dollar  losses, 
depleted  management,  and  flat  sales. 
Still  to  come,  analysts  figure:  another 
round  of  job  cuts  beyond  the  25,000 


trimmed  in  the  past  three  years. 

Palmer,  whose  company  nickname  is 
"GQ  Bob,"  owes  his  ascent  to  more 
than  his  good  looks.  As  DEC's  manufac- 
turing chief,  he  built  up  semiconductor 
operations  and  then  oversaw  the 
speedy  development  of  a  much-ac- 
claimed computer  chip  that  is  being 
promoted  as  the  key  to  DEC's  future 
revenues.  His  first  task:  replace  top 
sales,  marketing,  and  European  man- 
agers who  left  before  Olsen. 

Autodesk  Inc.'s  Carol  A.  Bartz,  one 


m 


M 


la 


of  only  10  outsiders  tapped  as  new  Cor- 
porate Elite  CEOs  this  year,  takes  over 
a  fixer-upper  as  well.  Bartz,  44,  must 
diversify  her  $285  million  company, 
which  was  built  largely  on  a  single 
computer-aided  design  program,  Auto- 
CAD. All  the  while,  she  has  to  maintain 
her  rapport  with  John  Walker,  who 
founded  the  Sausalito  (Calif.)  company 
in  1982  and  still  wields  considerable  in- 
fluence. Walker  renounced  his  CEO  role 
in  1986  to  return  to  software  design. 


but  his  displeasure  with  his  handjin 

successor,  Alvar  J.  Green,  led 

Green's  resignation  earlier  this  yes 

Bartz  has  already  taken  some 

steps.  She  dumped  two  unprofitablej^j, 

erations,  beefed  up  marketing, 

oversaw  the  introduction  of  AutoC; 

new  release,  which  has  had  stroni 

than-expected  sales.  But  Autodesk 

has  its  bugs.  After  growing  a  fe( 

27o  in  the  fiscal  j^ear  ending  Jan. 

profits  actually  fell  35%  in  the  sec 

quarter  ended  July  31.  Says  Bartz, 

former  No.  2  execupii 

at  workstation  ma 

Sun  Microsystems 

"I   chink  I   can  b 

change  agent." 

Making  it  all  se 

easy,  so  far,  is  new  IV 

rill   Lvnch   &  Co. 

Daniel"  P.  Tully,  62,  \ 

ran  the  company  in 

dem  with  former  ( 

William  A.  Schreyer 

years.  A  Merrill  li 

who  became  CEO  in  M 

Tully  takes  over  at 

time  of  record  prof  — 

His  challenge  is  to  c  !5 

tro!  costs  during 

good  times  and  fend  ll 

increasing  competit  Kti 

from    banks,    mut  i 

funds,  and  insurers. 

Although  such  set 

less  transitions  may  : 

make  for  riveting  drai 

Columbia   business   school  profes 

Warren  Boesker,  for  one,  sees  an 

vantage  to  blander  successions. 

don't  think  it's  a  good  idea  to  creat 

cult  of  the  individual,"  he  says.  "WJ 

an  organization  is  run  really  well,  j 

don't  really  know  who  the  CEO  is."  l|hti 

many  new  members  of  the  Corpori 

Elite,  that  kind  of  anonymity  woi|| 

probably  be  just  fine. 

By  Elizabeth  Lesly  in  New  York,  u 

bureau  reports  , 

i  IB 
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tie  Chief  Executives  of  the  Business  Week  1000, 
he  most  valuable  publicly  held  U.S.  companies 


HOQ. 
LOC. 

SALES 
SMIL 

PROFITS 
SMIL. 

MKT,  VAL, 
SMIL 

TENURE 

PAYS 

CfO 

80RN 

PUCE 

COLLEGE  EDUCATION 

GRADUATE  STUDY 

CAREER  PATH  COMPANY 

CEO 

IHOUS 

ABORATORIES 

DUANE  L  BURNHAM 

IL 

6900 

1100 

25700 

1/22/42 

MN 

BS,U,ofMinn.'63 

MBA,  U.  of  Minn. '72 

Finance 

10 

3 

1340 

SAMUEL  H.  MASLAK 

a 

336 

59 

600 

7/23/48 

DC 

SB/SM,MIT'71 

ScD,  MIT '75 

Tecfinicol 

11 

11 

684 

JOHN  G.  ADLER 

CA 

150 

15 

468 

3/17/37 

Hungary 

BS,U.  of  Miss. '60 

MBA,  Slonford  '71 

Teclinical 

7 

6 

486 

EMS 

JOHN  EDWARD  WARNOCK 

CA 

230 

52 

847 

10/6/40 

UT 

BS,U.ofUlQh'61 

MS'64/PhD'65, 
U.  of  Utah 

Tedinicol 

10 

4 

408 

MICRO  DEVICES 

WALTER  JEREMIAH  SANDERS  III 

CA 

1200 

145 

816 

9/12/36 

IL 

BS,U.oflll.'58 

Marketing 

23 

23 

1529 

TEIECOMMUNIUTIONS 

STEPHEN  E.  RAVILLE 

GA 

355 

19 

539 

5/12/47 

KS 

BA,  U.  ofVa.'69 

JD,  U.  of  Go. '72; 
LLM,  Emory  78 

Legal 

9 

7 

465 

DENNIS  ALTER 

PA 

312 

25 

500 

8/16/42 

PA 

BS,  Temple  '66 

Finance 

23 

20 

803 

ROGER  W.  SANT 

VA 

334 

43 

961 

5/24/31 

CA 

BS,  Brighom  Young  '55 

MBA,  Horvard  '60 

Administration 

11 

11 

681 

&  CASUALTY 

RONALD  EDWARD  COMPTON 

n 

19200 

505 

4700 

2/10/33 

IL 

BS,  Northwestern  '54 

Insurance 

38 

1 

779 

EXECUTIVE  TO  WATCH 

►  Insurer  once  tried  to  be  oil  things  to  all  people.  No  more.  Career  Aetna  man  is  out  to  "break  a 
little  china"  at  o  company  whose  stodginess  has  come  to  symbolize  a  hidebound  industry.  Has 
pulled  out  of  auto  business  in  two  dozen  states,  sold  individual  health  insurance  line,  ditched 
American  Reinsurance  unit,  and  cut  way  back  on  use  of  costly  agents.  One-fifth  of  work  force 
being  let  go.  Still  must  do  away  with  costly  agency  procedures  and  bloated  back  offices. 


PUBLICATIONS 

WILLIAM  0.  TAYLOR 

MA 

393 

■67 

829 

7/19/32 

MA 

BA,  Harvord  '54 

Finance 

36 

11 

477 

DANIEL  P.  AMOS 

GA 

3300 

149 

2600 

8/13/51 

PL 

BS,  U.  of  Go. '73 

Morketing 

19 

2 

1109 

l(H.F.) 

RICHARD  H.  DEIHL 

CA 

4700 

246 

1900 

9/9/28 

CA 

AB,  Whitlier  '49 

Col/Berkeley 

Mklg/Finonce 

33 

9 

1287 

OS  &  CHEMICALS 

HAROLD  A.  WAGNER 

PA 

2900 

249 

4700 

11/12/35 

CA 

BS,  Stanford  '58 

MBA,  Harvard  '63 

Mgmt/Soles 

29 

0 

494 

ILVER 

LEONARD  H.  LAVIN 

IL 

874 

30 

676 

10/29/19 

IL 

BA,U.ofWash.'40 

Marketing 

38 

38 

1270 

S 

GARY  GLENN  MICHAEL 

ID 

8700 

258 

5400 

9/23/40 

MT 

BS,  U.  of  Idaho '62 

Finonce 

26 

2 

701 

>ARD 

RAY  B.  MUNDT 

PA 

4800 

88 

1600 

8/10/28 

W1 

BS,  Wis.  Stole '53 

Syracuse 

Marketing 

22 

12 

731 

&  ALEXANDER  SERVICES 

TINSLEY  H.  IRVIN 

NY 

1400 

-10 

984 

5/30/33 

GA 

BBA,  Go.  State  '55 

Insurance 

39 

5 

596 

&  BALDWIN 

JOHN  C.  COUCH 

Ml 

721 

92 

1000 

5/10/39 

WA 

BS,U.ofMich.'63 

MSU.ofMich.'64; 
PhD,  Stanford  '76 

Tech/Ops 

16 

0 

772 

JOHN  J.  BURNS  JR. 

NY 

1400 

22 

798 

6/27/31 

MA 

BS,  Boston  Coll.  '53 

MBA,  Harvard  '55 

Finance 

24 

0 

697 

LUDLUM 

ROBERT  PETER  BOZZONE 

PA 

1000 

41 

1000 

8/9/33 

NY 

BS,  RPI  '55 

Production 

37 

2 

436 

POWER  SYSTEM 

KLAUS  BERGMAN 

NY 

2300 

213 

2600 

5/24/31 

Germany 

AB,  Columbia  '53 

LLB,  Columbio'55 

Legal 

21 

7 

495 

WILLIAM  C.  SHEPHERD 

CA 

839 

■61 

1600 

7/21/38 

CA 

BS,  Col/Berkeley  '63 

MBA,  Pepperdine  '76 

Reseorch/Mfg 

26 

1 

713 

LAWRENCE  A.  BOSSIDY 

NJ 

11800 

■273 

7500 

3/5/35 

MA 

BA,  Colgate '57 

Finonce 

1 

1 

1184 

JOE  T.  FORD 

AR 

1700 

189 

3600 

6/24/37 

AR 

BSBA,  U.  of  Ark. '59 

Finonce 

33 

5 

677 

CO.  OF  AMERICA 

PAUL  H.  O'NEILL 

PA 

9900 

63 

5800 

12/4/35 

MO 

BS,  Fresno  State  '60 

MPA,  Indiono '66 

Economics 

5 

5 

562 

MARTIN  STEPHEN  GERSTEL 

CA 

162 

■62 

3600 

6/26/41 

n 

BS  Yale  '64 

MBA,  Stonford  '68 

Finance 

24 

5 

446 

ALLEN  BORN 

NY 

3800 

30 

1600 

7/4/33 

CO 

BSU.Tex./EIPoso'SB 

Technical 

25 

7 

900 

D 

TIMOTHY  J.  HADDON 

CO 

128 

21 

705 

11/26/48 

Zimbabwe 

BS  Colo.  Sch.  Mines  '70 

Technicol 

16 

3 

235 

PHILLIP  B.  LASSITER 

NY 

187 

114 

1300 

8/11/43 

MO 

BSN.C-  State '64 

Finance 

1 

1 

395 

?ATFFIITF 
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HDQ 

SALES 

PROFITS 

MKT  VAL 

TENURE 

s 

l)S 

COMPANY 

C£0 

10( 

SMIL 

SMIL 

SMIL 

80RN 

PLACE 

COILEGE  EOUCATION 

GRADUATE  STUDY 

CAREER  PATH  COMPANY 

CEO 

AMDAHL 

E.  JOSEPH  2EMKE 

CA 

1700 

4 

1500 

7/26/40 

Ml 

BA,  U.  of  Deltoil  '62 

MS,  MIT '77 

Soles/Mktg 

7 

0  34 

AMERADA  HESS 

LEON  HESS 

NY 

6300 

84 

4000 

3/13/14 

NJ 

Marketing 

46 

27 

M 

AMERICAN  BRANDS 

WiUIAM  J.  ALLEY 

a 

8400 

806 

9500 

12/27/29 

TX 

BBA,U.ofOklo.'51 

JD,  U.  ofOklo.'54 

Insurance 

14 

5 

Ti 

AMERICAN  CYANAMID 

GEORGE  J.  SELLA  JR. 

NJ 

5000 

359 

5500 

9/29/28 

NJ 

BS,  Princeton  '50 

MBA,  Harvard  '52 

Technicol 

38 

10 

AMERICAN  ELEGRIC  POWER 

RICHARD  E.  DISBROW 

OH 

5000 

551 

6100 

9/20/30 

NJ 

BS,  Lehigh  '52 

MS,  Nework  '59; 
MS,  MIT  '65 

Tech/Adm 

38 

2 

\ 

AMERICAN  EXPRESS 

JAMES  D.  ROBINSON  III 

NY 

25800 

789 

10500 

11/19/35 

GA 

BS,  Go,  Tech '57 

MBA,  Harvard  '61 

Finance 

22 

,5 

AMERICAN  GENERAL 

HAROLD  SWANSON  HOOK 

n 

4400 

480 

5400 

10/10/31 

MO 

BS,  U,  of  Mo. '53 

MA,U.  of  Mo. '54 

rinnnrp 

1  IIIUIIIC 

22 

AMERICAN  GREETINGS 

MORRY  WEISS 

OH 

1600 

97 

1600 

5/1/40 

Czech. 

BA,  Cose  Western  '64 

Marketing 

31 

5 

AMERiaN  HEALTH  PROPERTIES 

ROBERT  L.  B.  DIENER 

CO 

80 

34 

517 

4/6/48 

CA 

BA,USC'69 

JD,  Santo  Clara '73 

Mgmt/Real  est 

6 

0 

AMERICAN  HOME  PRODUQS 

JOHN  R.  STAFFORD 

NY 

7)00 

1400 

24000 

10/24/37 

PA 

AB,  Dickinson  '59 

LLB,  Geo.  Washington '62 

Legol/Mgmt 

22 

6 

AMERICAN  INTERNATIONAL  GROUP 

MAURICE  RAYMOND  GREENBERG 

NY 

17700 

1600 

20700 

5/4/25 

NY 

Cert.,  U.  ofMiomi'48 

LL8,NYLaw'50 

Insurance 

32 

25 

AMERICAN  MEDICAL  HOLDINGS 

ROBERT  W.  O'LEARY 

TX 

2500 

■19 

766 

12/3/43 

MA 

BS,  U.  of  Moss. '65 

MA,  SUNY  '68; 
JD,  Suffolk  '73 

Health  care 

1 

1 

AMERICAN  NATIONAL  INSURANCE 

ROBERT  L.  MOODY 

1200 

126 

1200 

7/28/35 

TX 

1  IIIUMIC 

10 

1 

AMERICAN  POWER  CONVERSION 

RODGER  B.  DOWDELLJR. 

Rl 

94 

16 

680 

4/23/49 

Rl 

BSEE,  Brown  '71 

MSE,  U.ofR.L'75 

Tofhniffil 
ICLIII  IKUl 

3 

7 

AMERICAN  PRESIDENT 

JOHN  M.  LILLIE 

CA 

2500 

64 

655 

2/2/37 

IL 

BS,  Stonford  '59 

MS/MBA,  Stonford  '64 

Mnnnnamont 

muiiuycillcMi 

2 

] 

AMERICAN  STORES 

VIGOR  L.  LUND 

UT 

20800 

240 

2600 

10/13/47 

UT 

BA,U.ofUtoh'69 

MBA,  U.  of  Utah  '72 

Finonce 

ij 

0 

a 

.f 

AMERICAN  TELEPHONE  &  TELEGRAPH 

ROBERT  E.  ALLEN 

NY 

44700 

522 

576  00 

1/25/35 

MO 

BA,Wobosh'57 

4 

AMERICAN  WATER  WORKS 

GEORGE  W.  JOHNSTONE 

NJ 

633 

74 

717 

9/9/38 

NY 

BS,  Penn  Stote  '60 

Technical 

26 

1 

AMERITECH 

WILLIAM  LEE  WEISS 

IL 

10800 

1200 

18600 

5/21/29 

PA 

BS,PennStote'51 

Technicol 

9 

9 

AMETEK 

WALTER  E.  BLANKLEY 

PA 

715 

38 

677 

9/23/35 

PA 

BSME,  Princeton  '57 

Soles/Tech 

32 

2 

-  ^ 

I 

AMGEN 

GORDON  M.  BINDER 

CA 

682 

98 

8300 

9/4/35 

MO 

BS, Purdue '57 

MBA,  Harvard  '62 

Finance 

10 

4 

!! 

2 
] 

AMOCO 

H.  LAURANCE  FULLER 

IL 

25300 

1200 

25200 

11/8/38 

IL 

BS,  Cornell  '61 

JD,  DePoul  '65 

Tech/Prodn/Legal31 

2 

AMP 

HAROLD  A.  MclNNES 

3100 

260 

5700 

9/17/27 

n 

BS,  MIT '49 

Production 

27 

3 

AMR 

ROBERT  L.  CRANDALL 

n 

12900 

-240 

4500 

12/6/35 

Rl 

BS,U.ofR.I-'57 

MBA,  Wharton  '60 

Mktg/Finonce 

19 

g 

m 

AMSCO  INTERNATIONAL 

DAVID  A.  NELSON 

(% 

405 

28 

679 

5/19/47 

IL 

BS,  No.  Illinois '69 

MBA,  No.  Illinois  '72 

Marketing 

5 

5 

■1 

1 

AMSOUTH  BANCORPORATION 

JOHN  W.  WOODS 

AL 

900 

80 

1200 

8/18/31 

IL 

BA,U.ofthe  South '54 

Banking 

23 

21 

■ 

] 

ANADARKO  PETROLEUM 

ROBERT  J.  ALLISON  JR. 

TX 

337 

32 

1600 

1/29/39 

IL 

BS,U  otKan.'60 

Technicol 

19 

( 

m 

2 

ANALOG  DEVICES 

RAY  STATA 

MA 

538 

8 

475 

11/12/34 

PA 

BS,  MIT '57 

MS,  MIT '58 

Mktg/Mgmt 

27 

22 

s 

ANHEUSER-BUSCH 

AUGUSTA.  BUSCHIII 

MO 

HOOO 

940 

15600 

6/16/37 

MO 

U.  of  Ariz. 

SiebelTeth  '61 

Marketing 

35 

13 

1 

AON 

PATRICK  G.  RYAN 

IL 

2900 

242 

3000 

5/15/37 

Wl 

BS,  Northwestern  '59 

Mktg/Sales 

10 

10 

m 

■1 

ArAknC 

DAVunun  Dl  AUI/ 
KATWUNU  rLANK 

TY 
lA 

jj 

71)7 

:>/  n/ii 

Mil 

BA,  Yole  '44 

Oil  &  gas 

38 

14 

m 

! 
1 

APPLE  COMPUTER 

JOHN  SCULLEY 

CA 

6300 

310 

5300 

4/6/39 

NY 

BA,  Brown  '61 

MBA,  Wharton '63 

Mktg/Adm 

9 

9 

APPLIED  MATERIALS 

JAMES  C.  MORGAN 

CA 

639 

26 

822 

8/27/38 

IL 

BS,  Cornell  '62 

MBA,  Cornell  '63 

Tech/Finance 

16 

16 

Wheoton 

Morketing 

26 

22 

■i 

ARCHER  DANIELS  MIDLAND 

DWAYNE  0.  ANDREAS 

IL 

8500 

467 

8400 

3/4/18 

MN 

ARCO  CHEMICAL 

ALAN  R.  HIRSIG 

PA 

2800 

188 

4200 

9/30/39 

Wl 

BS,  III.  Tech '61 

Technical 

31 

ARGONAUT  GROUP 

CHARLES  EMIL  RINSCH 

CA 

517 

84 

741 

6/28/32 

IN 

BS,  Indiana  '53 

MS,  Butler  '59; 
MBA,  Stonford  '60 

Finance 

27 

ARKLA 

THOMAS  F.  McLARTY  III 

LA 

2800 

18 

1300 

6/14/46 

AR 

BS,U.ofArk.'69 

Transport 

9 

8 

ARMCO 

ROBERT  L.  PURDUM 

NJ 

1600 

-336 

621 

6/15/35 

OH 

BS,  Purdue '56 

Technicol 

30 

i 

ARMSTRONG  WORLD  INDUSTRIES 

WILLIAM  WHITE  ADAMS 

PA 

2400 

61 

1100 

5/14/34 

lA 

BS,  Iowa  Stote '56 

Marketing 

36 

5 

I 

i 

ARROW  ELEGRONICS 

STEPHEN  P.  KAUFMAN 

NY 

1000 

9 

621 

11/19/41 

MA 

BS,  MIT  "63 

MBA,  Horvard  '65 

Mgmtcousult 

10 

d 

ARVIN  INDUSTRIES 

JAMES  K.  BAKER 

IN 

1700 

22 

551 

12/21/31 

IN 

AB,  DePouw  '53 

MBA,  Horvord  '58 

Morketing 

37 

]] 

lllu 

i 

ASARCO 

RICHARD  DeJ.  OSBORNE 

NY 

1900 

46 

1100 

3/19/34 

NY 

AB,  Princeton  '56 

Finance 

18 

7 

i 

ASHLAND  OIL 

JOHN  RICHARD  HALL 

KY 

9300 

145 

1500 

11/30/32 

TX 

BS,  Vonderbiit  '55 

Production 

35 

11 

— 

- 

ASSOCIATED  COMMUNICATIONS 

JACK  NEVILLE  BERKMAN 

47 

•6 

588 

2/12/5 

England 

AB,U.ofMich.'26 

JD,  Horvard  '29 

Communs 

14 

14 

5 

ATLANTA  GAS  LIGHT 

DAVID  R.  JONES 

GA 

964 

49 

914 

5/22/37 

GA 

BS,  Go.  Tech '59 

Technicol 

32 

5 

61 

ATLANTIC  ENERGY 

E.  DOUGLAS  HUGGARD 

NJ 

778 

102 

1200 

11/22/33 

DE 

BS,  U.  of  Del. '55 

MS,  U.  of  Del. '61 

Tech/Prodn 

37 

7 

2 

ATLANTIC  RICHFIELD 

LODWRICK  MONROE  COOK 

CA 

17000 

709 

18200 

6/17/28 

LA 

BS'50/BS'55,  LSU 

MBA,  SMU'65 

Mktg/Prodn 

36 

7 

M 

ATLANTIC  SOUTHEAST  AIRLINES 

GEORGE  F.PICKEn  JR. 

GA 

222 

33 

511 

3/7/41 

AL 

BA,U.ofTex.'67 

MBA,  Go.  State  '72 

Tech/Mktg 

13 

13 

5 

AUTODESK 

CAROL  A.  BARTZ 

CA 

285 

58 

967 

8/28/48 

MN 

BS,U.ofWis.'71 

Soles/Mktg 

0 

0 

A 

AUTOMATIC  DATA  PROCESSING 

JOSH  S.  WESTON 

NJ 

1800 

228 

6200 

12/22/28 

NY 

BS,  CCNY  '50 

MS,  U.  New2eoland'51 

Finance/Ops 

22 

10 

I 

AUTOZONE 

JOSEPH  R.  HYDE  III 

IN 

818 

44 

2200 

12/27/42 

TN 

BS,  U.  ofN.C.'65 

Distribution 

13 

13  : 

i 

AVERY  DENNISON 

CHARLES  D.  MILLER 

CA 

2500 

63 

1700 

3/1/28 

n 

BA,  Johns  Hopkins '49 

Mktg/Prodn 

28 

15  i 

1 

AVNET 

IFnM  MArU17 
Lcun  ifiA^ni^ 

NY 

1700 

62 

1000 

6/23/24 

NY 

f  nnnpr  1  Ininn 

Marketing 

24 

4  i 

1 

AVON  PRODUaS 

JAMES  EDWARD  PRESTON 

NY 

3600 

211 

3700 

4/30/33 

OH 

BS,  Northwestern  '55 

Marketing 

28 

4  i 

1 

Baker  hughes 

JAMES  D.  WOODS 

TX 

2800 

173 

3200 

7/24/31 

KY 

BA,  Cal/Fullerlon  '67 

Col/Fullerton 

Finonce 

37 

6 

1 

BALL 

DELMONTA.  DAVIS 

IN 

2300 

66 

872 

6/11/35 

CO 

BS,  U.  of  Colo.  "59 

U.  of  Colo.; 
U.  of  So.  Miss. 

Production 

24 

1 

1 

BS,  U.  of  Utoh  '51 

Marketing 

14 

14 

BALLARD  MEDICAL  PRODUCTS 

DALE  H.  BALLARD 

UT 

38 

9 

492 

12/12/22 

UT 
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CEO 

lot 

SMIL 

S  MIL 

SMIL 

BORN 

PLACE 

COlLtGE  EDUCATION 

GRADUATE  STUDY 

CAREER  PATH  COMPANY 

CEO 

THOUS 

E  GAS  &  ElEGRIC 

GEORGE  V.  McGOWAN 

MD 

2500 

234 

3200 

1/30/28 

MD 

8S,U.ofMd. '51 

Technical 

42 

5 

511 

JOHN  BONNET  McCOY 

OH 

4200 

529 

8900 

6/11/43 

OH 

BA,  Willioms  '65 

MBA,Stonford'67 

Fin/Bonking 

22 

8 

1783 

HAWAII 

H.  HOWARD  STEPHENSON 

HI 

1000 

113 

1300 

7/15/29 

KS 

BA,U.  of  Mich. '50 

JO,U.ofMo/KC'58 

Finance 

33 

4 

908 

MARTIN  G.  CARVER 

lA 

583 

80 

1900 

5/10/48 

lA 

BA,  U.  of  Iowa  '70 

MBA,  Indiana  '72 

Finance 

13 

10 

316 

90ST0N 

IRA  STEPANIAN 

MA 

4500 

-34 

1800 

11/14/36 

MA 

BA,  Tufts '58 

MBA,  Boston  Coll.  '71 

Banking 

29 

6 

650 

XEW  YORK 

J.  CARTER  BACOT 

NY 

4200 

122 

3400 

2/7/33 

NY 

AB,  Hamilton  '55 

LLB,  Cornell'SB 

Legol/Reseorch 

33 

11 

810 

RICA 

RICHARD  MORRIS  ROSENBERG 

CA 

12300 

1100 

15700 

4/21/30 

MA 

BS,  SuHolk  '52 

MBA'63/LLB'66, 
Golden  Gate 

Banking 

5 

2 

1600 

TRUST  NEW  YORK 

CHARLES  STEADMAN  SANFORD  JR.  NY 

6800 

667 

5200 

10/8/36 

GA 

BA,U.ofGa.'58 

MBA,  Wharton  '60 

Fin/Bonking 

31 

5 

1850 

E 

RICHARD  L.  URRION 

PR 

927 

65 

806 

11/26/52 

PR 

BS,  Whotton  '75 

MA,  MIT '76 

Finance 

16 

4 

301 

CALVIN  W.  AURAND  JR. 

Wl 

565 

28 

481 

4/11/30 

MN 

BA,  Amtiersl  '52 

Finance 

4 

3 

421 

(.1 

GEORGE  T.  MALONEY 

NJ 

876 

57 

1600 

8/28/32 

PA 

BS,  Siena  '54 

Soles/Mktg 

34 

4 

810 

lANKS 

CHARLES  EDWARD  RICE 

FL 

3300 

124 

2800 

8/4/35 

TN 

BA,U.  of  Miami '58 

MBA,  Rollins  '64 

Fin/Banking 

27 

13 

980 

JAMES  LANDIS  MARTIN 

TX 

615 

18 

493 

11/5/45 

NE 

BS,  Northwestern  '68 

JD,  Northwestern  '73 

Legol 

5 

5 

348 

JRNITURE  INDUSTRIES 

ROBERT  HENKEL  SPILMAN 

VA 

402 

20 

464 

9/27/27 

TN 

BS,  N.C.  State  '50 

NYU 

Morketing 

36 

13 

510 

lUNTAIN  GOLD 

KARL  E.  ELERS 

n 

)70 

-1 

509 

9/26/38 

IL 

BS'60/BS'6l  U.  of  Ariz 

Production 

5 

2 

440 

LOMB 

DANIEL  E.  GILL 

NY 

1500 

86 

2900 

6/24/36 

IL 

BS,  Northwestern  '58 

Finance 

14 

11 

1777 

TERNATIONAl 

VERNON  R.  LOUCKS  JR. 

IL 

8900 

591 

10600 

10/24/34 

IL 

BA,  Yale '57 

MBA,  Horvord  '63 

Administration 

27 

12 

1786 

WILLIAM  M.  CROZIER  JR. 

MA 

1000 

10 

535 

10/2/32 

NY 

BA,  Yale '54 

MBA,  Harvard  '63 

Finance 

29 

18 

381 

NCIAL 

JOHN  A.  ALLISON  IV 

NC 

594 

60 

710 

8/14/48 

NC 

BS,  U.  of  N.C. '71 

MBA,  Duke  '74 

Administration 

22 

3 

548 

RNS 

ALAN  C.  GREENBERG 

NY 

2400 

143 

1800 

9/3/27 

KS 

BA,U.  of  Mo. '49 

Finance 

43 

14 

5299 

INSTRUIWENTS 

LOUIS  THOMAS  ROSSO 

CA 

858 

38 

551 

8/13/33 

CA 

AB,  Son  Francisco  St.  '55  MBA,  Santo  Claro  '67 

Tech/Mktg 

34 

4 

535 

ICKINSON 

RAYMOND  V.  GILMARTIN 

NJ 

2200 

190 

2900 

3/6/41 

DC 

BS,  Union  '63 

MBA,  Harvard  '68 

Administration 

16 

4 

757 

mc 

RAYMOND  W.  SMITH 

PA 

12300 

1300 

19300 

9/24/37 

PA 

BS,  Carnegie-Mellon  '59  MBA,  Pittsburgh  '60 

Finance 

33 

4 

1457 

JOHN  L.  CLENDENIN 

GA 

14400 

1500 

26400 

5/8/34 

TX 

BA,  Northwestern  '55 

Technical 

37 

9 

1356 

.) 

ROBERT  WILLIAM  DECHERD 

TX 

432 

12 

871 

4/9/51 

IX 

AB,  Harvard  '73 

Administration 

19 

6 

500 

JOHN  H.  ROE 

MN 

1100 

53 

1400 

12/21/39 

MN 

BA,  Willioms  '62 

MBA,  Harvard  '64 

Marketing 

28 

2 

605 

L 

FINN  M.  W.  CASPERSEN 

D£ 

1800 

149 

1700 

10/27/41 

NY 

BA,  Brown  '63 

LLB,  Harvard '66 

Legal 

20 

16 

1366 

RUNSWIG 

ROBERT  E.  MARTINI  JR. 

a 

4800 

64 

663 

1/29/32 

NJ 

BS,  OhioStote'54 

Distribution 

36 

2 

676 

W.R.) 

WILLIAM  ROBERT  BERKLEY 

n 

541 

47 

636 

10/31/45 

NJ 

BA,  NYU  '66 

MBA,  Horvord '68 

Finance 

25 

25 

893 

E  HATHAWAY 

WARREN  EDWARD  BUFFETT 

NE 

3100 

440 

10900 

8/30/30 

NE 

BS,  U.  of  Neb. '50 

MS,  Columbia  '51 

Finance 

27 

23 

100 

(1  STEEL 

CURTIS  H.  BARNETTE 

PA 

4300 

■767 

947 

1/9/35 

WV 

BA,W.Vo.U.'56 

JD,  Yale '62 

Legal 

25 

0 

350 

RATORIES 

JOHN  F.  McCAUGHAN 

PA 

666 

76 

1500 

6/24/35 

Canada 

AB,  Sir  Geo.  Williams '57 

Administration 

32 

11 

688 

NTERPRISES 

DAVID  RUSSELL  BANKS 

AR 

2300 

29 

654 

2/15/37 

Wl 

BS,U.ofArk.'59 

Finance 

23 

3 

583 

AUNICATIONS 

HERBERT  J.  SIEGEL 

NY 

263 

108 

1600 

5/7/28 

PA 

BA,  Lehigh  '50 

Entrepreneur 

15 

15 

NA 

BRUNO  BICH 

a 

369 

27 

586 

10/2/46 

France 

BS,  NYU  '69 

Finance 

17 

9 

567 

JAMES  LOUIS  VINCENT 

MA 

61 

7 

827 

12/15/39 

PA 

BS,  Duke '61 

MBA,  Wharton '63 

Monogement 

7 

7 

778 

DANE  ALAN  MILLER 

IN 

275 

52 

2300 

2/7/46 

OH 

BS,  GMI  '69 

PhD,  Cincinnoti  '74 

Technical 

15 

15 

312 

ECKER 

NOLAN  D.  ARCHIBALD 

MD 

4600 

53 

1600 

6/22/43 

UT 

BS,  Weber  State '68 

MBA,  Horvord  '70 

Marketing 

7 

7 

1336 

IR) 

THOMAS  M.  BLOCH 

MO 

1300 

162 

3700 

3/14/54 

MO 

BA,  Cloremont  McKenno  '76 

Operations 

16 

0 

468 

liG 

LEONARD  N.  BLOCK 

NJ 

563 

57 

873 

12/21/11 

NY 

BS,  U.  of  Pa.  '33 

Mktg/Finonee 

59 

29 

429 

TER  ENTERTAINMENT 

H.  WAYNE  HUlZENGA 

FL 

868 

94 

2200 

12/29/37 

IL 

Colvin 

Entrepreneur 

5 

5 

400 

WARE 

MAX  P.  WATSON  JR. 

TX 

189 

49 

1200 

11/21/45 

LA 

BBA,  Lo.  Tech  '68 

U.ofllL 

Soles/Mktg 

7 

2 

889 

S  BANCSHARES 

ANDREW  B.  CRAIG  III 

MO 

1600 

150 

2000 

3/20/31 

NY 

BA,  U.  of  Buffalo '55 

Finance 

8 

5 

1063 

S  FARMS 

DANIEL  E.  EVANS 

OH 

556 

39 

815 

8/24/36 

OH 

OhioWesleyon,  Ohio  St. 

Operations 

37 

21 

524 

FRANK  SHRONTZ 

WA  29300 

1600 

13500 

12/14/31 

ID 

LLB,U.ofldaho'54 

MBA,  Harvard  '58 

Soles/Mgmt 

34 

6 

1188 

EXECUTIVE  TO  WATCH 

►  He's  in  the  eye  of  the  storm.  Revenues  and  profits  are  at  recorcd  levels,  but  new  orders  have 
dropped  precipitously.  Big  customers  have  also  deferred  deliveries— and  payments,  forcing  the 
company  to  slosh  production  of  narrow-body  planes  twice  this  year.  With  defense  work  on  the 
decline  as  well,  he  is  cutting  8,000  jobs.  Company's  financial  position  is  strong  for  now:  It's  still 
got  a  $90  billion  backlog.  But  cash  is  flying  fast  into  R&D  for  its  new  777. 


CADE 

JOHN  B.  FERY 

ID 

4000 

-79 

631 

2/16/30 

WA 

BA,U.ofWash.'53 

MBA,  Stanford  '55 

Prodn/Adm 

36 

20 

625 

ANTHONY  S.  D'AMATO 

NY 

7200 

295 

4100 

6/22/30 

NY 

BS,  Brooklyn  Poly.  '52 

Northeastern 

Tech/Adm 

33 

1 

975 

INTERNATIONAL 

PHILIPPE  KAHN 

W 

483 

-110 

1100 

3/16/52 

France 

U.  of  Zurich 

MS,  U.  of  Nice '78 

Technicol 

9 

9 

674 

DISON 

BERNARD  W.  REZNICEK 

MA 

1300 

95 

1100 

12/7/36 

NE 

BS,  Creighton  '58 

MBA,  U.  of  Neb. '79 

Finance 

5 

2 

692 

ANTHONY  P.  GAMMIE 

a 

1300 

46 

717 

12/17/34 

England 

Production 

37 

10 

620 

STRAHON 

FREDERICK  P.  STRAHON  JR. 

Wl 

951 

36 

673 

3/25/39 

Wl 

BS,  Yale  '61 

MBA,  Stonford  '63 

Finonce 

19 

15 

554 

NTERNATIONAL 

NORMAN  BRINKER 

TX 

427 

26 

1000 

6/3/31 

CO 

BS,  Son  Diego  Slate '57 

Marketing 

9 

9 

733 

YERS  SQUIBB 

RICHARD  L.  GELB 

NY 

11200 

2100 

36600 

6/8/24 

NY 

BA,  Yale  '48 

MBA,  Harvard  '50 

Mklg/Finonce 

42 

21 

2051 

IRATE  ELITE 
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1 

THE 

CORPORATE  ELITE 

HOO 

SALES 

PROFITS 

MKT  VAL 

TENURE 

s 

COMPANY 

CEO 

IOC, 

SMIL. 

SMIL 

SMIL 

BORN 

PLACE 

COLLEGE  EDUCATION 

GRADUATE  STUDY 

CAREER  PATH  COMPANY 

CEO 

Jl 

BROAD 

ELI  BROAD 

a 

815 

42 

654 

6/6/33 

NY 

BA,  Mich.  Slate '54 

Finonce 

35 

35 

16 

BROOKLYN  UNION  GAS 

ROBERT  B.  CATELL 

NY 

991 

62 

933 

2/1/37 

NY 

BS,  CCNY  '58 

MS,  CCNY '64 

Technical 

34 

1 

'i 

BROWN-FORMAN 

W.  L.  LYONS  BROWN  JR. 

KY 

1300 

146 

2300 

8/22/36 

KY 

BA,  U.  ofVo.'58 

BS,  AmericonGSIM'60 

Morketing 

32 

17 

19 

BROWNING-FERRIS  INDUSTRIES 

WILLIAM  DOYLE  RUCKELSHAUS 

TX 

3200 

65 

3400 

7/24/32 

IN 

BA,  Princeton  '57 

LLB,  Harvard  '60 

Legal/Govt 

4 

4 

16 

BRUNO'S 

RONALD  GREGORY  BRUNO 

AL 

2600 

67 

1100 

12/24/51 

AL 

BS,  U.  of  Ala.  73 

Marketing 

19 

2 

BRUNSWICK 

JACK  FRANK  REICHERT 

11 

2100 

-24 

1200 

9/27/30 

Wl 

BA,  Wis/Milwaukee '57 

Marketing 

35 

10 

ii 

BURLINGTON  INDUSTRIES  EQUITY 

FRANKS.  GREENBERG 

NC 

1900 

■55 

835 

9/11/29 

IL 

8A  U.  of  Chicago  '49 

Legal 

42 

2 

BURLINGTON  NORFHERN 

GERALD  GRINSTEIN 

TX 

4600 

■306 

3200 

6/26/32 

WA 

BA,Yole'54 

LLB,  Harvard '57 

Legal 

5 

A 

4 

i 

DIIDI  IMnTrtM  OECAIIDfCC 
DuKLInulUn  KC>uUK^t> 

THHMA^  HHWADn  O'IFAPY 

WA 

laUU 

107 
17/ 

NT 

DA     Un].,  frnrr  'CA 

dA,  noly  Iross  M 

MHA,  wnarton  61 

finance 

10 

A 

DWlr  nULUinv 

rCICn  v..  THLLI 

j| 

30/ 

MV 
NT 

lomy 

1  1  D     0/.r4nn  II  'CO 

LLlj,  Boston  U.  3Z 

Administration 

33 

c 
J 

Cabletron  SYSTEMS 

STUART  ROBERT  LEVINE 

NH 

29) 

58 

1500 

1/29/58 

MA 

BS,  U.  ofMiomi'80 

Marketing 

10 

10 

1 

CABLEVISION  SYSTEMS 

CHARLES  F.  DOLAN 

NY 

603 

-227 

607 

10/16/26 

OH 

John  Carroll 

Entrepreneur 

19 

7 

1 

CABOT 

SAMUEL  W.  BODMAN 

MA 

1500 

40 

945 

11/26/38 

IL 

BS,  Cornell  '61 

PhD,  MIT '64 

Tech/Finance 

6 

5 

CADENCE  DESIGN  SYSTEMS 

JOSEPH  BALL  COSTELLO 

CA 

392 

-22 

777 

12/6/53 

0 

8S,  Harvey  Mudd '74 

MS,\iile'75 

Technical 

8 

4 

a 

k 

CAESARS  WORLD 

HENRY  GLUCK 

CA 

908 

50 

771 

5/11/28 

Germony  BS,  Whorton  '50 

Manogement 

10 

10 

1 

CALGON  CARBON 

THOMAS  ARTHUR  McCONOMY 

RA 

308 

38 

770 

7/2bm 

PA 

BS,  Cornegie-Mellon  '55  Cornegie-Mellon 

Tech/Mktg 

37 

7 

m 

CALMAT 

A.  FREDERICK  GERSTELL 

CA 

369 

19 

486 

2/6/38 

NY 

AB,  Princeton  '60 

Morkehng 

17 

5 

a 

■m 

CAMPBELL  SOUP 

DAVID  WILLIS  JOHNSON 

NJ 

6200 

402 

9500 

8/7/32 

Australia 

BS,  U.  of  Sydney '54 

MBAU.ofChicogo'58 

Marketing 

3 

 1 

CAPITAL  CITIES/ABC 

DANIEL  B.  BURKE 

NY 

5400 

375 

7500 

2/4/29 

NY 

BA,U.ofVl.'50 

MBA,  Harvard  '55 

Comir.uns 

31 

2 

i 

m 

CAPITAL  HOLDING 

IRVING  WIDMAR  BAILEY  II 

KY 

2700 

250 

3000 

6/8/41 

MA 

BA,U.  of  Colo. '63 

MBA  NYU  '68 

finance 

12 

4 

] 
m 

CAPSTEAD  MORTGAGE 

RONN  K.  LYTLE 

238 

34 

509 

2/20/41 

KS 

MBA,U.ofOkla.'65 

Marketing 

7 

0 

CARDINAL  DISTRIBUTION 

ROBERT  D.  WALTER 

OH 

1600 

25 

555 

7/13/45 

OH 

BSME,0hioU.'67 

MBA,  Horvard  '70 

Administrotion 

91 

LI 

21 

1 

m 

CARNIVAL  CRUISE  LINES 

MICKY  ARISON 

FL 

1400 

254 

3800 

6/29/49 

Israel 

U.  of  Miami 

Marketing 

18 

V 

CAROLINA  POWER  &  LIGHT 

SHERWOOD  H.  SMITH  JR. 

NC 

2700 

377 

4200 

9/1/34 

FL 

AB,U.ofN.C.'56 

JD,  U.ofN.C.'60 

Legal 

27 

\3 

^ADTCD_UJAII  AfC 

LAKItK-WALLA\.c 

nEnni  n.  nUT  I  JK. 

NY 

673 

46 

1200 

8/10/27 

NJ 

AB,  Princeton  '49 

Marketing 

42 

18 

I 
■ 

TATCDDII 1  AD 

UUnALU  V,  rl  ICj 

IL 

10200 

-404 

5000 

1/20/34 

IN 

BS,  Valparaiso  '56 

MS,  MIT '71 

Marketing 

36 

2 

1 

EXECUTIVE  TO  WATCH 

1 

f  ^ 

►  Broke 

the  United  Auto  Workers'  five-month-long  strike,  but  labor  remains  problem  No.  1.  C( 

m 

1 

15,000  UAW 

workers  still  don't  have  a  contract,  and  the  union  is  pressing 

its  demands  by 

■ 

1 

slowing  production.  There's  evidence  that  the  gambit 

s  working,  and  labor  hopes  to  force  Ca 

.  1 
1 

back  down.  But  the  continuin 

g  construction  slump  might  undermine  the  strategy.  Don't 

1 

un 

derestimate  this  1 

ndiano  farm  boy.  He's  determined  to  remake  his  once 

stodgy  company. 

CBI  INDUSTRIES 

JOHN  E.JONES 

IL 

1600 

61 

1000 

6/24/34 

MO 

BS,  Corleton  '56 

Chicago,  Northwestern 

Finance 

13 

3 

CBS 

LAURENCE  ALAN  TISCH 

NY 

3000 

-99 

2600 

3/15/23 

NY 

BS,  NYU  '42 

MA,  U.  ofPo  '43 

Entrepreneur 

6 

6 

CENTEL 

JOHN  P.  FRAZEE  JR. 

IL 

1200 

112 

2600 

9/14/44 

VA 

BA,  Rondolph-Mocon  '66 

Operations 

21 

5 

CENTERIOR  ENERGY 

ROBERT  J.  FARLING 

OH 

2600 

298 

2300 

12/4/36 

OH 

BSEE,  Cose  Tech '58 

MBA,  Western  Reserve '65 

Marketing 

33 

1 

3 

CENTEX 

LAURENCE  E.  HIRSCH 

TX 

2200 

35 

736 

12/19/45 

NY 

BS,  Wharton '68 

JD,  Villonovo'Tl 

Legal 

8 

4 

i 

CENTOCOR 

HU8ERTJ.  P.  SCHOEMAKER 

RA 

53 

■196 

553 

3/23/50 

Nelhs. 

BS,  Notre  Dome '72 

PhD,  MIT '75 

Tech/Mgmt 

12 

5 

CENTRAL  &  SOUTH  WEST 

E.  R.  BROOKS 

IX 

3000 

401 

5500 

7/30/37 

TX 

BS,  Tex.  Tech  '61 

Technical 

31 

3 

1 

CENTRAL  BANCSHARES 
OF  THE  SOUTH 

DAVID  PAUL  JONES  JR. 

AL 

572 

59 

655 

9/26/42 

AL 

BS,  U.  of  Ala.  '64 

JD,U.ofAlo.'67; 
LLM,  NYU  '68 

finance/Legal 

14 

1 

CENTRAL  FIDELITY  BANKS 

CARROLL  L.  SAINE 

VA 

639 

60 

749 

9/14/34 

NC 

BA,  Lenoir^Rhyne  '54 

MS,  U.  of  Richmond '65 

finonce 

35 

17 

CENTRAL  HUDSON  GAS  &  ELEGRIC 

JOHN  E.  MACK  III 

NY 

495 

43 

467 

2/20/34 

NY 

BS,  Siena '56 

MBA,  Siena  '66 

Administration 

34 

6 

CENTRAL  LOUISIANA  ELEGRIC 

scon  0.  BRAME 

LA 

342 

46 

551 

6/12/28 

U 

BS,  LSU  '49 

finance 

43 

4  ! 

1 

CENTRAL  MAINE  POWER 

MAnHEW  HUNTER 

ME 

867 

59 

707 

4/12/33 

Rl 

U.  of  Me. 

Personnel 

40 

2  j 

CENTRAL  NEWSPAPERS 

FRANK  E.  RUSSELL 

IN 

420 

26 

580 

12/6/20 

IN 

AB,  Evansville'42 

JD,  Indiana '51 

finance/Lego! 

33 

14 

CENTURY  COMMUNICATIONS 

LEONARD  TOW 

n 

277 

■80 

613 

5/30/28 

NY 

AB,  Broolclyn  '50 

MA'52/PhD'60  Columbia 

finonce 

19 

19 

CENTURY  TELEPHONE  ENTERPRISES 

GLEN  F.  POST  III 

LA 

281 

37 

1000 

10/4/52 

AR 

BS,  Lo.Tech  '74 

MBA,  Lo.  Tech  '76 

finance 

16 

I 

CERIDIAN 

LAWRENCE  PERLMAN 

MN 

1500 

■9 

654 

4/8/38 

MN 

BA,  Corleton  '60 

JD,  Harvord  '63 

Legol 

12 

sj 

CHAMBERS  DEVELOPMENT 

JOHN  G.  RANGOS  SR. 

RA 

258 

34 

559 

7/27/29 

OH 

Houston  Business 

Entrepreneur 

32 

22 1 

CHAMPION  INTERNATIONAL 

ANDREW  C.  SIGLER 

n 

4800 

40 

2300 

9/25/31 

NY 

AB,  Dartmouth  '53 

MBA,  Amos  Tuck '56 

Morketing 

35 

18 

CHARMING  SHOPPES 

DAVID  V  WACHS 

PA 

1000 

58 

1600 

4/26/26 

PA 

BS,  Wharton  '48 

Marketing 

42 

sJ 

CHASE  MANHAHAN 

THOMAS  G.  LABRECQUE 

NY 

11800 

520 

3500 

9/17/38 

NJ 

BA,  Villanova'60 

American,  NYU 

finance 

28 

2 1 

CHEMICAL  BANKING 

JOHN  F.  McGILLICUDDY 

NY 

14100 

154 

8400 

12/30/30 

NY 

BA,  Princeton  '52 

LLB,  Harvord '55 

Finance 

I 

1 

CHEMICAL  WASTE  MANAGEMENT 

D.  P.  (PAT)  PAYNE 

IL 

1400 

101 

3500 

9/21/42 

TX 

BS,  Tex.  ASM '64 

St.  Edv»ard's 

Marketing 

2 

1 

CHESAPEAKE 

JOSEPH  CARTER  FOX 

VA 

841 

15 

498 

9/8/39 

VA 

BS,Woshington&Lee'61  MBA  U.  of  Vo. '63 

finance 

33 

12 

CHEVRON 

KENNETH  TINDALL  DERR 

CA 

36500 

1300 

24800 

8/4/36 

PA 

BS,  Cornell '59 

MBA,  Cornell  '60 

Management 

32 

4 

CHICAGO  &  NORTH  WESHRN  HOLDINGS  ROBERT  SCHMIEGE 

IL 

979 

■43 

763 

5/24/41 

Wl 

AB,  Notre  Dome '63 

JD,  Notre  Dame '66 

Legal 

24 

4 

CHIOUITA  BRANDS  INTERNATIONAL 

CARL  HENRY  LINDNER 

OH 

4600 

128 

912 

4/22/19 

OH 

finance 

16 

16 

CHIRON 

EDWARD  E.  PENHOET 

a 

69 

■425 

1500 

12/15/40 

CA 

AB,  Stonford  '63 

PhD,  U.  of  Wash. '68 

Research 

11 

11 
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HDQ 

SALES 

TENURE 

PAYS 

CEO 

IOC 

SMIL 

SMIL 

SMIL 

BORN 

PUCE 

COLLEGE  EDUCATION 

GRADUATE  STUDY 

UREERPATH  COMPANY 

CEO 

THOUS, 

FT  INDUSTRIES 

HERBERT  J.  SIEGEL 

NY 

284 

58 

683 

5/7/28 

RA 

BA,  Lehigh  '50 

Entrepreneur 

32 

32 

2014 

LEE  A.  lACOCCA 

Ml 

28200 

538 

6000 

10/15/24 

RA 

BS,  Lehigh  '45 

MSE,  Princeton  '46 

Mktg/Soles 

14 

13 

976 

DEAN  RAYMOND  O'HARE 

NJ 

4600 

552 

6700 

6/21/42 

NJ 

BS,  NYU  '63 

MBA,  Pace '68 

Finance 

29 

4 

1239 

DWIGHT 

DWIGHT  C.  MINTON 

NJ 

487 

26 

589 

12/17/34 

NY 

BA,  Vale '59 

MBA,  Stanford  '61 

Mktg/Finance 

31 

24 

670 

vviDun  n.  iMiLUn 

R\ 

18800 

453 

3900 

11/17/43 

Q 

DC  Trinitv 

Dj,  IMIIIiy 

Finance 

28 

4 

1342 

DHRFPT  n  VIFTC 

|[ 

590 

45 

512 

12/8/43 

KS 

DA  Wn^hhiirn 

DM,  ifUXIUUMI  OJ 

in  Wnth  II  (Mn  \  '69 

Finance 

20 

5 

296 

DELL 

uwiuni  n.  niDDAKi/ 

OH 

1100 

43 

1100 

7/27/23 

MA 

BA,  Amhersl  '47; 
BSEE,MIT'49 

Technical 

28 

8 

550 

FINANCIAL 

ROBERT  B.  MORGAN 

OH 

1200 

146 

2400 

5/15/34 

KY 

AB,  Eastern  Ky.  '54 

Insurance 

27 

1 

717 

GAS  &  ElEGRIC 

JACKSON  H.  RANDOLPH 

OH 

1500 

207 

2100 

11/17/30 

OH 

BBA,    of  Cincinnati  '58  MBA,  Cincinnati  '68 

Finance 

33 

6 

475 

RICHARD  THIRL  FARMER 

OH 

322 

31 

1200 

11/22/34 

KY 

BA,  Miami  U.  (Ohio) '56 

Marketing 

35 

24 

376 

CLIFFORD  L.  GREENWALT 

11 

722 

77 

1000 

1/12/33 

NM 

BS,  U.  of  Mo. '60 

MBA,U.ofllL  '77 

Technical 

29 

3 

302 

Y  STORES 

RICHARD  L.  SHARP 

VA 

2800 

78 

1500 

4/12/47 

DC 

U.ofVa.,  William  &  Mary 

Technical 

10 

6 

1221 

ril(  FNTFRPRI^K 

WILLIAlVI  U.  DCnnCII 

NV 

806 

103 

2600 

11/  10/  i*f 

Hi 

Phoenix  Coll. 

Mktg/Adm/Ops 

18 

18 

879 

inUM  P  MHDf^Pin^F 

junn  r.  mununiuuc 

CA 

183 

43 

2900 

/ / LO/ JO 

|[ 

BBA,  U.  of  Wis. '55 

MBA,  Stonlord  '57 

Soles/Mktg 

4 

4 

275 

junn  jncrHnu  nccu 

NY 

31800 

■914 

6600 

9/7/19 

LI  1 1 il 

|[ 

BS,  MIT '61; 

BA,  Wash.  &  Jefferson '61 

MS,  MIT '65 

Operations 

27 

8 

1219 

nilTIES 

LEONARD  TOW 

n 

548 

112 

2300 

5/30/28 

NY 

AB,  Brooklyn  '50 

MA  '52/PhD  '60,  Columbio 

Mgmt/Finonce 

3 

2 

1000 

OMES 

JAMES  L.  CLAYTON 

IN 

321 

29 

758 

3/2/34 

TN 

BS,U.  ofTenn.'56 

JO,  U.  ofTenn.'64 

Marketing 

36 

36 

486 

G.  CRAIG  SULLIVAN 

CA 

1600 

53 

2500 

3/31/40 

NY 

BS,  Boston  Coll.  '64 

Soles 

21 

0 

404 

> 

CHARLES  M.  LEIGHTON 

MA 

339 

21 

1400 

6/4/35 

ME 

BA,  Bowdoin  '57 

MBA,  Harvard '60 

Marketing 

23 

23 

729 

Y 

WILLIAM  T.  McCORMICK  JR. 

Ml 

2900 

-252 

1300 

9/12/44 

DC 

BS,  Cornell  '66 

PhD,  MIT '69 

Govt/Mgmt 

7 

7 

575 

CIAI 

DENNIS  H.  CHOOKASZIAN 

11 

11100 

613 

5800 

9/19/43 

IL 

BS,  Northwestern  '65 

MS,  London  Sch.  Econ.  '68 

Finance 

17 

1 

585 

JAMES  ROBERT  PAUL 

IX 

9500 

96 

3000 

9/1/34 

KS 

BS,  Wichita  Slate '55 

fin/Consult 

19 

3 

814 

ROBERTO  C.  GOIZUETA 

GA 

11600 

1600 

57300 

11/18/31 

Cuba 

BS,  Ifale  '53 

Technicol 

38 

12 

3142 

ENTERPRISES 

SUMMERFIELD  K.  JOHNSTON  JR. 

GA 

4100 

■82 

1500 

8/28/32 

TN 

U.ofVa.Vonderbilt 

Operations 

1 

1 

NA 

LAWRENCE  M.  JONES 

KS 

353 

14 

611 

9/29/31 

OK 

BS,  Wichito  State  '53 

MBA'55/DBA'60,  Horvord  Marketing 

32 

11 

1065 

LMOLIVE 

REUBEN  MARK 

NY 

6100 

125 

8600 

1/21/39 

NJ 

AB,  Middlebury  '60 

MBA,  Harvard  '63 

Morketing 

29 

8 

1748 

CAS  SYSTEM 

JOHN  H.  CROOM 

DE 

2600 

■795 

891 

12/12/32 

NC 

BS,N.C.  State '54 

Tech/Mktg 

38 

8 

589 

BRIAN  L.  ROBERTS 

721 

■156 

2300 

6/28/59 

RA 

8S,Whonon'81 

Finonce/Ops 

16 

3 

341 

VFUMFTU  M  PHMTiifFC 

IL 

2200 

83 

676 

3/15/40 

|[ 

BA,  Southern  III.  '62 

Marketing 

23 

23 

070 

UCKALU  V.  IVlACUUnALU 

Ml 

1400 

153 

3500 

PU/  JU/  JO 

Ml 

BA,U.ofMich.'60 

Bonking 

0 

0 

hIA 

BANCSHARES 

DAVID  W.  KEMPER 

MO 

594 

60 

771 

11/20/50 

MO 

BA,  Harvard  '72 

MA,  Oxford  '74; 
MBA,  Stanford  '76 

Fin/Bonking 

14 

6 

526 

CLEARING  HOUSE 

pnu/ADn  iiMncrv  maccif 

CUVVAnLI  LinLfjET  IViAjjIC 

|[ 

704 

31 

566 

9/16/29 

KY 

BS,  U.  ofKy.'52 

Soles 

39 

1 

EALTH  FDISON 

JAmt)  J.  u  vunnUK 

|[ 

6300 

95 

5100 

3/15/37 

IL 

BS,  Holy  Cross '58 

MBA,  Harvard  '60; 
JD,Georgetown  '63 

Administration 

29 

13 

ATI 
0/1 

ATIONS  SATELLITE 

BRUCE  L.  CROCKETT 

DC 

523 

71 

819 

3/31/44 

NY 

AB,  U.  of  Rochester  '66 

MBA,  Columbia  '71 

Finance 

12 

1 

411 

MPUTER 

ECKHARD  PFEIFFER 

n 

3300 

131 

2500 

8/20/41 

Germany  6S,Koufni.Benjfss(hule'63  MBA,SMU'83 

Marketing 

9 

1 

1814 

ASSOCIATES  INTL. 

CHARLES  B.  WANG 

NY 

1500 

163 

2500 

8/19/44 

China 

BS,  Queens  '67 

Tech/Soles 

16 

16 

2750 

SCIENCES 

WILLIAM  RAY  HOOVER 

a 

2100 

68 

1100 

1/2/30 

UT 

BS,U.ofUtah'53 

MS,  U.  of  Utah '54 

Technicol 

29 

20 

937 

PHILIP  B.  FLETCHER 

NE 

19500 

311 

6500 

6/16/33 

NY 

BS,  St.  Lawrence  '54 

MBA,  MIT '70 

Production 

10 

0 

1120 

RIPHERALS 

FINIS  F.  CONNER 

CA 

1600 

92 

1200 

7/28/43 

AL 

BS,  San  Jose  Stole  '69 

Sonto  Cloro 

Marketing 

7 

7 

885 

STEPHEN  C.  HILBERT 

IN 

1400 

121 

721 

1/23/46 

IN 

Ind.  State 

Insurance 

13 

13 

5482 

FED  EDISON  CO.  OF  N.Y. 

EUGENE  R.  McGRATH 

NY 

5900 

567 

6900 

2/14/42 

NY 

8SME,  Manhattan  '63 

MBA,  lono  '80 

Technical 

29 

2 

803 

FED  FREIGHTWAYS 

DONALD  E.  MOFFITT 

CA 

4100 

■40 

475 

5/22/32 

IN 

Ind.  State 

Finance 

37 

1 

487 

FED  NATURAL  GAS 

GEORGE  A.  DAVIDSON  JR. 

f^ 

2600 

169 

4100 

7/28/38 

RA 

BS,  U.  of  Pittsburgh  '60 

Administration 

26 

5 

593 

FED  PAPERS 

GEORGE  W.  MEAD 

Wl 

872 

91 

1700 

10/11/27 

Wl 

BS,  Yale '50 

MS,  Inst.  Paper  Chem. '52 

Tech/Prodn 

40 

26 

448 

FED  RAIL 

JAMES  A.  HAGEN 

RA 

3300 

-207 

3300 

3/27/32 

lA 

BA,  St.  Ambrose  '56 

MA,  Iowa  State  '58 

Morketing 

15 

3 

1007 

FED  STORES 

WILLIAM  G.  KELLEY 

OH 

771 

20 

552 

12/20/45 

Wl 

BBA,  U.  of  Wis. '68 

Morketing 

3 

3 

1086 

LULAR 

DENNIS  L.  WHIPPLE 

GA 

235 

-119 

1500 

12/26/43 

lA 

BS,  Monkolo  State  '68 

MBA,  Monkolo  Slate  '71 

Marketing 

2 

2 

193 

IL  BANK 

THOMAS  C.  THEOBALD 

IL 

2300 

■73 

964 

5/5/37 

OH 

AB,  Holy  Cross '58 

MBA,  Harvard  '60 

Finonce 

5 

5 

583 

a  CORP. 

JOHN  P.  MASCOHE 

NY 

5400 

56 

2000 

5/19/39 

IN 

BS,  St.  Joseph's '61 

LLB,U  ofVo.'64 

Insurance 

12 

10 

681 

a  MEDICAL  SYSTEMS 

ROCCO  A.  ORTENZIO 

RA 

341 

15 

623 

11/28/32 

BA,  Westchester  (Pa.) '55  Cert.,  U.of  Po. '56 

Health  core 

7 

6 

1108 

)USTRIES 

ROBERT  CIZIK 

TX 

6200 

393 

5300 

4/4/31 

RA 

BS,  U.of  Conn. '53 

MBA,  Horvord  '58 

Planning 

31 

17 

1124 

E  &  RUBBER 

IVAN  WILLIAM  GORR 

OH 

1000 

79 

2200 

10/15/29 

OH 

BBA,  U.of  Toledo '51 

Finance 

20 

3 

718 

QLPH) 

WILLIAM  K.  COORS 

CO 

1900 

24 

732 

8/11/16 

CO 

BS,  Princeton  '38 

MS,  Princeton  '39 

Tech/Prodn 

53 

7 

285 

FINANCIAL 

TERRENCE  A.  LARSEN 

PA 

2500 

228 

2900 

9/12/46 

IL 

BA,U.  of  Dallas '68 

PhD,Tex.A&M'71 

Finonce 

15 

5 

911 

JAMES  R.  HOUGHTON 

NY 

3300 

311 

7000 

4/6/36 

NY 

AB,  Horvord  '58 

MBA,  Harvard  '62 

Marketing 

30 

9 

982 

OLESAIE 

JAMES  SINEGAL 

WA 

5300 

85 

3200 

1/1/36 

RA 

San  Diego  State 

Marketing 

10 

4 

412 

DE  CREDIT  INDUSTRIES 

DAVID  S.  lOEB 

CA 

328 

60 

1400 

1/19/24 

NY 

BS,  NYU  '51 

Finance 

24 

24 

1810 

ATIONAI 

CHARLES  R.  SHOEMATE 

NJ 

6200 

404 

7600 

12/10/39 

IL 

BS,  Western  III. '62 

MBA,  U.of  Chicago '73 

Mktg/Fin 

30 

2 

921 

ATE  ELITE 


BUSINESSWEEK/OCTOBER  12,  1992  123 


THE  CORPORATE 

ELITE 

COMPANY 

CEO 

HDQ.    SALES  PROEITS  MKT  VAl, 

LOC     SMIL    SMIL     SMIL         BORN       PLACE        COLLEGE  EDUCATION 

GRADUATE  STUDY 

TENURE 
CAREER  PATH   COMPANY  Ci 

CRACKER  BARREL  OLD  COUNTRY 

DANNY  WOOD  EVINS 

TN     300     23    ]200    10/11/35  TN 

George  Washington 

Entrepreneur    23  2 

CRANE 

ROBERT  SHELDON  EVANS 

0    1300     4  5     76  4    3/20/44  R4 

BA,U.  ofPo.'66 

MBA,  Columbio  '68 

Finonce          18  ' 

CRAWFORD 

FORREST  LEE  MINIX 

GA     538     37     730     11/6/27  GA 

BS,  U.  of  Go. '49 

Operations  43 

CRAY  RESEARCH 


JOHN  A.  ROLLWAGEN 


MN  862  113  628  11/20/40 
EXECUTIVE  TO  WATCH 


MN 


BS,MIT'62 


MBA,  Harvard  '64 


Marketing        17  1] 


►  Competition  is  heating  up  in  midrange  supercomputers.  And  his  company  has  been  woel 
late  moving  into  the  hottest  area,  massively  parallel  computers.  He  promises  he'll  make  up  f 
with  quality,  but  the  market  is  dubious.  Stock  is  v/ay  down  from  its  high.  Company  is  countin 
a  big  lift  next  year  from  new  flagship  C90  computer,  priced  at  $30  million  or  so.  However,  I 
continue  to  be  a  problem  at  this  former  highflier. 


CRESTAR  FINANCIAL 


RICHARD  GRANVILLE  TILGHMAN    VA    1200     34     950    9/18/40  VA 


BA,U.olVa.'63 


Finance 


CROMPTON  &  KNOWLES 


VINCENT  A.  CALARCO 


0     450     36      951    5/29/42  NY 


BS,  Polytechnic  U.  '63    MBA,  Horvori)  '70 


Marketing 


CROWN  CORK  &  SEAL 

WILLIAM  JOSEPH  AVERY 

PA 

3800 

128 

2900 

6/20/40 

IL 

U.  of  Chicago 

Mktg/Prodn 

33 

CSX 

JOHN  W.  SNOW 

VA 

8600 

-76 

6400 

8/2/39 

OH 

BA,  Kenyon  '62 

PhD,  U.ofVa.'65; 

LIB,  Geo. Washington  '67 

Legal 

15 

cue  INTERNATIONAL 

WALTER  A.  FORBES 

n 

641 

25 

1200 

11/13/42 

IL 

BS,  Northwestern  '61 

MSJ,  Northwestern  '65; 
MBA,  Horvard  '68 

Mktg/Finonce 

16  1 

CUMMINS  ENGINE 

HENRY  BREWER  SCHACHT 

IN 

3400 

■66 

990 

10/16/34 

RA 

BS,*le'56 

MBA,  Harvord  '62 

fincince 

28  1 

CYPRUS  MINERALS 

MILTON  HAWKINS  WARD 

CO 

1700 

43 

1100 

8/1/32 

AL 

BS,  U.  of  Ala. '55 

MSE,  U.  of  Ala. '74; 
MBA,  U.  ofN.M.'Sl 

Prodn/Mgml 

0 

Dana 

SOUTHWOOD  J.  MORCOn 

OH 

4600 

13 

1600 

4/12/38 

GA 

AB,  Davidson  '60 

MBA,  U.  of  Mich. '64 

Mktg/Prodn 

29 

DANAHER 

GEORGE  M.  SHERMAN 

DC 

836 

13 

663 

8/6/41 

NY 

BS,  Long  Island  '63 

MBA,  Louisville  '71 

Prodn/Ops/Mktg  3 

DANEK  GROUP 

ERMON  R.  PICKARD 

TN 

41 

7 

631 

12/2/48 

TN 

Production 

2 

DAUPHIN  DEPOSIT 

WILLIAM  J.  KING 

W 

334 

46 

557 

3/13/29 

BBA,U.ofPa.  '71 

MBA,LaSalle'79 

finance 

13 

DAYTON  HUDSON 

KENNHH  A.  MACKE 

MN 

16100 

301 

4400 

12/16/38 

lA 

BS,  Drake  '61 

Marketing 

31 

DEAN  FOODS 

HOWARD  M.  DEAN 

!L 

2200 

73 

1100 

6/27/37 

IL 

BBA,  SMU  '60 

MBA,  Nonhweslern  '61 

Finance 

27 

DEERE 

HANS  W.  BECHERER 

IL 

6900 

-20 

3100 

4/19/35 

Ml 

BA,  Trinity  '57 

MBA,  Harvord  '62 

Marketing 

30 

DELL  COMPUTER 

MICHAEL  S.  DELL 

TX 

890 

51 

862 

2/23/65 

U 

U.  of  Tex. 

Mktg/Prodn 

8 

DELMARVA  POWER  &  LIGHT 

NEVIUS  M.  CURTIS 

DE 

845 

81 

1200 

8/16/29 

MA 

BA,  Hoverford  '51 

MBA,  Stanford  '56 

Finance 

14 

DELTA  AIR  LINES 

RONALD  W.  ALLEN 

GA 

9200 

■324 

2600 

11/20/41 

GA 

BIE,Ga.Tech'64 

Personnel 

29 

EXECUTIVE  TO  WATCH 

►  Finding  out  the  hard  way  that  timing  is  everything.  Spent  $506  million  in  1991  to  buy  PaJ 
Am's  European  routes— just  as  those  international  markets  fell  into  a  prolonged  slump  and 
domestic  fore  wars  heated  up.  Bloodied,  he  took  a  huge  pay  cut  and  slashed  new-plane  orj 
More  brutal  cuts  may  be  in  the  offing.  With  a  weak  dollar  keeping  Americans  from  vacatiol 
Europe  and  an  uncertain  outlook  for  domestic  travel,  1993  may  bring  another  bumpy  ride.! 


DELUXE 


HAROLD  V.  HAVERTY 


MN   1500    183    3600     5/17/30  Ml 


Production  39 


DESTEC  ENERGY 


CHARLES  F.  GOFF 


TX     437     81      918      1/2/41  TX 


BBA,  U.  of  Tex. '63 


Production 


DETROIT  EDISON 


JOHN  E.  LOBBIA 


Ml    3600    568    4900     7/12/41  IL 


BS,  U.ofDelroil'64 


Mktg/Finonce  28 


DEXTER 


K.  GRAHAME  WALKER 


0     938      -7     650     6/19/37  Englond 


Br.  Royal  Naval  Coll.  '58  Gl,  Inst.  Mech. 

Engrs.  '62 


Marketing  25 


DIAL 

JOHN  W.  TEHS 

AZ 

3300 

11 

1500 

9/15/33 

11 

Elgin  Comm. 

Monugemenl 

29 

DIAMOND  SHAMROCK 

ROGER  R.  HEMMINGHAUS 

TX 

2600 

37 

484 

8/27/36 

MO 

BS,  Auburn  '58 

Bettis,  LSU 

Technicol 

9 

OIEBOLD 

ROBERT  W.  MAHONEY 

OH 

506 

36 

744 

9/10/36 

NY 

BS,  Villonovo  '58 

MBA,  Roosevelt  '61 

Morketing 

10 

DIGITAL  EQUIPMENT 

ROBERT  B.  PALMER 

MA 

13900 

-2310 

4700 

2/20/26 

TX 

BS,  Tex.  Tech  '62 

MS,  Tex.  Tech '65 

Technical 

7 

DILLARD  DEPARTMENT  STORES 

WILLIAM  THOMAS  DILLARD 

AR 

4200 

206 

3900 

9/2/14 

AR 

BSBA,  U.  of  Ark. '35 

MSBA,  Columbia  '37 

Retailing 

54  5 

DISNEY  (WALT) 

MICHAEL  DAMMANN  EISNER 

a 

6200 

637 

19000 

3/7/42 

NY 

BA,  Denison  '64 

Monogement 

8 

DOLE  FOOD 

DAVID  H.  MURDOCK 

CA 

3200 

134 

1700 

4/10/23 

MO 

Finonce 

7 

DOLLAR  GENERAL 

CAL  TURNER  JR. 

TN 

754 

22 

680 

1/25/40 

TN 

BA,  Vonderbilt  '62 

Administration 

27  1 

DOMINION  BANKSHARES 

WARNER  N.  DALHOUSE 

VA 

1000 

21 

507 

6/4/34 

VA 

BS,  U.  ofVa.'56 

Marketing 

36 

DOMINION  RESOURCES 

THOMAS  E.  CAPPS 

VA 

3800 

511 

6400 

10/31/35 

NC 

BA,U.  ofN.C.'SB 

JD.U.ofN.C  '66 

Legal 

8 

DONNELLEY  (R.R.)&  SONS 

JOHN  R.  WALTER 

IL 

3900 

205 

4600 

1/20/47 

PA 

BS,  Miomi  U.  (Ohio) '6 

8 

Soles 

23 

DOVER 

GARY  L  ROUBOS 

NY 

2200 

128 

2500 

11/7/36 

CO 

BS,U.ofColo.'59 

MBA,  Horvard  '63 

Mklg/Prodn 

21 

DOW  CHEMICAL 

FRANK  POPOFF 

Ml 

18800 

942 

15500 

10/27/35 

Bulg 

aria  BS,  Indiana  '57 

MBA,  Indiono  '59 

Marketing 

33 

DOW  JONES 

PETER  R.  KANN 

NY 

1700 

72 

3500 

12/13/42 

NJ 

BA,  Harvard  '64 

Journalism 

28 

DPL 

PETER  H.  FORSTER 

OH 

1000 

129 

1800 

5/28/42 

Germany  BS,  U.  of  Wis. '64 

JD,  Brooklyn  '72 

Tech/Legal 

19 

DQE 

WESLEY  W.  von  SCHACK 

PA 

1200 

144 

1600 

4/15/44 

NY 

AB,  Fordhom  '65 

MBA,  St.  John's '71; 
PhD,  Poce  '90 

Finance/Adm 

8 

DRESSER  INDUSTRIES 

JOHN  JOSEPH  MURPHY 

TX 

4700 

140 

2900 

11/24/31 

NY 

BS,RIT'52 

MBA,  SMU  '81 

Tech/Prodn 

40 

DREYFUS 

HOWARD  M.  STEIN 

NY 

282 

68 

1400 

10/6/26 

NY 

Finance 

37  i 
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HDQ,    SALES  PROflFS  MKT,  VAl  — '-i!!^ —  PAYS 


CA«f£RPATN  COMPANY 

CEO 

THOUS 

p 

FDGAR  ^  WOOLARD  IR 

DE 

38200 

1400 

34800 

4/15/34 

NC 

N  C  Stale '56 

Tech/Prodn 

35 

3 

1356 

WER 

WILLIAM  STATES  LEE 

NC 

3800 

584 

7300 

6/23/29 

NC 

BS,  Princeton  '51 

Technical 

38 

10 

625 

RADSTREH 

CHARLES  W.  MORITZ 

NY 

4600 

509 

10000 

8/22/36 

DC 

BA,\iile'58 

Marketing 

32 

8 

1629 

L  INTERNATIONAL 

C.  ROBERT  KIDDER 

n 

1500 

41 

3200 

9/8/44 

NY 

BS,  U.  of  Mich. '66 

MS,  Iowa  State  '68 

Finance 

11 

4 

707 

EE  INTERNATIONAL 

JOHN  A.  COURI 

n 

190 

24 

641 

4/22/41 

NY 

BA,  Syracuse '63 

Marketing 

10 

6 

575 

m  J 

F  GFNF  KEIFFFR 

IK 

2000 

110 

1200 

8/25/29 

TX 

BS  SMU  '55 

MS,  SMU  '62 

Technical 

42 

3 

958 

CUTCDDDICCC 

1  ATWnOD  IVF^ 

MA 

993 

29 

632 

5/1/36 

GA 

BA  %li>'S9 

MBA,  Stanford '61 

Finance 

1 

1 

NA 

KODAK 

KAY  P  WHITMORF 

NY 

19400 

)7 

14300 

7/24/32 

UT 

RS  11  nf  lllnh  '57 

MS  MIT  '75 

III  J,  nil  1  /  J 

Technicol 

35 

2 

1146 

Wit  MAM  RIITIFR 

OH 

3400 

62 

2700 

J/  lU/  Jl 

|[ 

BS  [l  of  III  '56 

Production 

35 

1 

469 

Q 

1700 

42 

1000 

7/21/26 

Wl 

RS  II  nfWi^  '4R 

Production 

30 

23 

642 

MN 

918 

56 

1000 

19/5/97 

U/  J/  LI 

Ml 

On,  HUI  IllnCjICill  JU 

1 1  m  Minn 

U.  U)  lillllll. 

Administration 

10 

10 

575 

ANnPFW  F  NFWMAN 

MO 

1400 

61 

872 

8/14/44 

MO 

AD  Hnrvnrrl  'f\f\ 
nu,  nui  VUlU  00 

URA  HnrvnrH  'AR 

ITIDH,  llOIVUlU  00 

Morketing 

22 

5 

867 

C  (i  G  1 
>  JA.O.) 

RFNIAMIN  F  FDWARD^  III 

MO 

939 

106 

912 

in/96/11 

lU/  £0/  Jl 

MO 

DA  Prinrptnn  'SI 

Finance 

36 

25 

951 

IHHN  M  KIITHAR^KI 

MA 

2700 

81 

1300 

9/10/1(1 

Wl 

Unrniipttp  ''iR 
oj,  muii^uciic  JO 

in  npfi  Wncninninn  'AS 
ju,  UcU.  nu^iiiiiijiuii  OJ 

Technical 

20 

5 

870 

Wll  1  lAM  A  WKF 

TX 

735 

89 

1000 

7/10/45 

lA 

RA  VnnHprhilt  'ft! 

Dn,  lUIIUclUIII  0/ 

ID  II  nffnln  '70 

i\j ,  U.  Ul  V.UIU.  /  0 

Legal 

22 

3 

500 

'AM  AUTOMATION 

RORFRT  ^  RII7ARn 

TX 

306 

27 

600 

4/17/74 

1/  1// zt 

MO 

RS  PiirHiiP  '49 

D J,  1  Ul  OOC  n  7 

MS  PMrHiip'56 

Technical 

12 

9 

295 

^IC  ARTS 

lAWRFNfFF  PRnR^TIII 

CA 

162 

16 

571 

6/3/50 

FA 

RSRl  II  nfOpI  '79 

DjDH,  U.  Ul  Ucl.   f  L 

Soles/Distrib 

8 

] 

381 

Jir  DATA  ^Y^TFM^ 

IFCTFRM  AIRFRTHAI  IR 

LCjIEn  III.  ALDCnmHL  Jn. 

IK 

7000 

563 

6200 

9/97/44 
LI  LI/^H 

TX 

BBA,  U.  of  Tex. '68 

Technical 

24 

NA 

1  FLFfTRIC 

THARI F^  F  KNIAHT 

MO 

7400 

632 

10900 

1/90/36 

1/  L\J/  JO 

l[ 

BS,  Cornell  '58 

MBA,  Cornell  '59 

Consulting 

20 

19 

1804 

HQ 

ORIN  R  ^MITH 

NJ 

2400 

88 

1900 

fi/n/35 

0/  U/  J  J 

NJ 

AB,  Brown  '57 

MBA,  Selon  Hall  '64 

Marketing 

16 

3 

1209 

R /^TAR  GROUP 

PFTFR  1  TAIIAHAM 

fL 

284 

]7 

658 

9/19/49 

L/  IL/  HZ 

NY 

BBA,  St.  Francis  '63 

MBA,  Columbia  '64 

Finance 

3 

3 

700 

KFNNn'H  IFF  LAY 
ncnncin  lcl  lhi 

TX 

13500 

242 

5200 

4/15/49 

H/  IJ/  ^L 

MO 

BA  '64/MA  '65,  U.  of  Mo.  PhD,  U.  of  Houston  '70 

Economics 

8 

8 

1754 

IL  &  GAS 

FnRRF^  F  HnnillNf) 

TX 

388 

55 

2300 

7/1/33 

K5 

BS,  U.ofKon.'56 

Technical 

5 

5 

626 

WILLIAM  C  MrCORD 

TX 

2800 

19 

982 

4/1/98 

t/  1/  LO 

TX 

BS,Tex.A&M'49 

Technical 

43 

22 

650 

EDWIN  LUPBERGER 

LA 

4100 

545 

5500 

6/5/36 

GA 

AB,  Davidson  '58 

MBA,  Emory  '63 

Finance 

14 

7 

642 

C  B  ROGERS  IR 

GA 

1100 

54 

1300 

10/24/29 

NY 

BA,  Gettysburg  '51 

MBA,  Geo.  Washington  '62  Marketing 

5 

3 

699 

E  RESOURCES 

DONALD  1.  MORITZ 

W 

680 

64 

966 

10/23/27 

(» 

BS,li.  of  Pittsburgh '48 

LIB,  Pittsburgh  '51 

Legal 

40 

14 

458 

BRUCE  C.  GOTTWALD 

VA 

2600 

207 

3200 

9/28/33 

VA 

BS,  VMI  '54 

U.  ofVo.,  Inst.  Paper  Chem. 

Production 

36 

0 

920 

PETER  D.  BEHRENDT 

CO 

234 

32 

551 

11/27/38 

Germony  BS,  UCLA '61 

Technical 

5 

2 

428 

LAWRENCE  G.  RAWL 

TX  102800 

5600 

79500 

5/4/28 

NJ 

BS,  U.of0l(lo.'52 

Technical 

40 

6 

1813 

DOLLAR  STORES 

LEON  LEVINE 

NC 

989 

40 

917 

6/8/37 

NC 

Wingote,  U.  of  Miami 

Marketing 

33 

33 

936 

EXPRESS 

FREDERICK  WALLACE  SMITH 

TN 

7550 

•114 

2300 

8/11/44 

MS 

Bauble '66 

Transport 

19 

19 

614 

EXECUTIVE  TO  WATCH 

►  He  retreated  in  Europe  after  losing  his  shirt.  But  the  overnight-delivery  giant  continues  to  lose 
money  in  other  overseas  markets  because  of  sluggish  volume  and  high  costs.  The  U.  S.  is  little 
relief:  Fed  Ex,  Airborne  Express,  and  UPS  are  in  a  fierce  price  war.  And  while  domestic  package 
counts  are  up,  much  of  the  increase  is  in  lower-priced  afternoon  and  second-day  deliveries.  He'll 
have  to  slash  costs  and  rev  up  productivity  if  he  wants  to  hold  on  to  profits. 


HOME  LOAN  MORTGAGE 

LELAND  C.  BRENDSEL 

VA 

4200 

555 

7900 

4/22/42 

SD 

BS,U.  of  Colo. '67 

PhD,  Northwestern  '74 

Finance 

10 

7 

1041 

NATIONAL  MORTGAGE 

JAMES  A.  JOHNSON 

DC 

13300 

1500 

18000 

12/24/43 

MN 

BA,U.ofMinn.'65 

MA,  Princeton  '68 

Finance 

3 

2 

1080 

PAPER  BOARD 

JOHN  R.  KENNEDY 

NJ 

1400 

82 

1300 

9/21/30 

NY 

BS,  Georgetown  '52 

Marketing 

40 

25 

1515 

REALTY 

STEVEN  JAY  GUHMAN 

MD 

98 

4 

487 

7/19/46 

PJ 

BA,  U.  of  Pittsburgh  '68  JD,  Geo.  Washington  '72 

Real  estate 

20 

12 

522 

SIGNAL 

JOSEPH  J.  ROSS 

IL 

467 

31 

658 

9/26/45 

IL 

BA,  St.  Mary's  '67 

JD,  DePoul  '69 

Legal 

9 

5 

536 

D  DEPARTMENT  STORES 

ALLEN  1.  OUESTROM 

OH 

7200 

-1236 

1800 

4/13/40 

MA 

BS,  Boston  U.  '65 

Marketing 

27 

3 

2000 

ALBERT  CHARLES  BERSTICKER 

OH 

1100 

5 

782 

3/22/34 

OH 

BA,  Miami  U.  (Ohio)  '56  MS,  Miami  U.  (Ohio)  '58 

Management 

34 

1 

443 

RNATIONAL 

WESTCOn  WILKEN  PRICE  III 

CA 

1300 

40 

598 

5/6/39 

CA 

BS,  U.  of  Colo. '61 

MBA,  use  '67 

Management 

11 

2 

439 

RD  BANCORP 

GEORGE  A.  SCHAEFER  JR. 

OH 

885 

138 

3100 

5/17/45 

OH 

BS,  U.S.  Mil.Acad,'67 

MBA,  Xovier  '74 

Bonking 

21 

2 

616 

RONALD  WAYNE  HADDOCK 

TX 

3300 

42 

1000 

7/29/40 

IL 

BS,  Purdue  '63 

Technical 

6 

4 

476 

JT 

THEODORE  DEIKEL 

MN 

1400 

54 

699 

10/5/35 

MN 

U.  of  Minn. 

Marketing 

3 

3 

1023 

IBAMA  BANCSHARES 

JAMES  STANLEY  MACKIN 

AL 

659 

78 

1100 

7/30/32 

Al 

BS,  Auburn '54 

Banking 

26 

2 

510 

ERiCAN 

DENNIS  C.  BOTTORFE 

TN 

588 

17 

510 

9/19/44 

IN 

BE,Vanderbih'66 

MBA,  Northwestern  '68 

Fin/Bonking 

1 

1 

NA 

ICORPORATION  OF  OHIO 

HOWARD  L.  FLOOD 

OH 

360 

40 

558 

10/28/34 

NY 

Finance 

29 

8 

326 

IK  SYSTEM 

JOHN  F.  GRUNDHOFER 

MN 

1800 

190 

2000 

1/1/39 

CA 

BA,  Loyolo  '60 

MBA,  use  '64 

Finance 

3 

3 

1280 

(NDS 

ALFRED  E.  DUDLEY 

0 

1100 

48 

568 

9/12/28 

OH 

BS,  Bowling  Green  '51 

Mktg/Prodn 

6 

6 

638 

CAGO 

RICHARD  L.  THOMAS 

IL 

4800 

116 

2900 

1/11/31 

OH 

BA,  Kenyon  '53 

MBA,  Harvard  '58 

Banking 

34 

1 

552 

MMERCE 

IAN  ARNOF 

U 

478 

34 

654 

7/26/39 

TN 

AB,Vonderbilt'61 

MBA,  Harvard  '63 

Finance 

14 

9 

623 

A 

HENRY  C.  DUQUES 

NY 

1000 

118 

2800 

6/16/43 

DC 

BS,  Geo.  Washington  '65  MBA,  Geo.  Woshington  '67 

Finance 

5 

5 

925 

PIRE  STATE 

ROBERT  G.  WILMERS 

NY 

851 

67 

889 

4/20/34 

NY 

AB,  Harvard  '56 

Harvard 

Banking 

10 

9 

539 

ELITY  BANCORPORATION 

ANTHONY  P.  TERRACCIANO 

NJ 

2800 

221 

2700 

10/27/38 

NJ 

AB,  St.  Peter's  '60 

MA,  fordhom  '62 

Banking 

3 

3 

904 

DRATE  ELITE 
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HOO. 

SALES 

PROFITS  MKT  »Jl 

TENURE  1 

COMPANY 

cto 

IOC 

SMIl 

SMIL 

SMIL 

BORN 

puce 

COLLEGE  EDUUIION 

GRADUATE  STUDY 

UREERPATK   COMPANY  CEC 

riRST  FINANCIAL  ^/\ANAGEMENT 

PATRICK  H.  THOMAS 

GA 

1500 

89 

1800 

8/29/42 

GA 

as,  Go.  Stole  '60 

Bonking/Tech 

21 

18 

Til 
If 

FIRST  FLORIDA  BANKS 

PAUL  M.  HOMAN 

FL 

561 

-42 

808 

2/24/40 

NE 

BA,U.  of  Neb. '62 

MA,  U.  of  Neb  '66 

Finonce 

1 

Ij 

FIRST  HAWAIIAN 

WALTER  ARTHUR  DODS  JR. 

HI 

578 

82 

838 

5/26/41 

HI 

BBA  Howoii/Monoo  '68 

Morketing 

24 

3 

1 

A 

FIRST  INTERSTATE  BANCORP 

EDWARD  M.  CARSON 

CA 

5100 

-288 

2600 

11/6/29 

A2 

BA,  Ariz.  Stole  '51 

Finonce 

41 

2 

FIRST  OF  AMERICA  BANK 

DANIEL  R.  SMITH 

Ml 

1400 

135 

1200 

3/19/34 

Ml 

Dtik    lll-.i-       11'   L  Iff 

BBA,  Western  Mich,  bb 

Northwestern 

Finonce 

37 

7 

CI 

FIRST  SECURITY 

SPENCER  FOX  ECCLES 

UT 

707 

60 

911 

8/24/34 

UT 

DC   II  _[lli_L'r£ 

dS,  U.  oI  Utotl  56 

MoA,  lolumbiQ  bi 

Finonce 

32 

11 

FIRST  TENNESSEE  NATIONAL 

RONALD  A.  TERRY 

TN 

756 

64 

861 

12/5/30 

TN 

Df    11.!  L'.  f»    1.  IfO 

BS,  Memphis  Stole  52 

Banking 

35 

19 

FIRST  UNION 

EDWARD  E.  CRUTCHFIELD  JR. 

N( 

4300 

319 

5200 

7/14/41 

Ml 

AB,  Dovidson  '63 

iin  1  iiiL  _»      1  /  r 

MBA,  Whorton  65 

Finonce 

27 

4 

I 

FIRST  VIRGINIA  BANKS 

ROBERT  H.  ZALOKAR 

VA 

586 

70 

1000 

5/25/27 

KS 

BS,  U.  01  Kon.  50 

Finance 

37 

r 

FIRSTAR 

ROGER  L.  FITZSIMONDS 

Wl 

1300 

134 

1800 

5/21/38 

Wl 

BBA,  U.  01  Wis.  60 

11  n  1  11    I  111*  iTi 

MBA,  U.  ot  Wis.  71 

Banking 

28 

I 

FISERV 

GEORGE  D.  DALTON 

Wl 

281 

18 

546 

3/3/28 

IL 

Northwestern 

Finance/Tech 

31 

9 

! 

FISHER-PRICE 

RONALD  J.  JACKSON 

NY 

601 

-34 

732 

Age  48 

Ml 

BA,  Mich.  St. '65 

MBA,  Mich.  St.  '66 

Mktg/Finonce 

2 

2 

FLEET  CALL 

BRIAN  D.  McAULEY 

NJ 

53 

-16 

581 

3/4/41 

NY 

BBA,Adelphl'61 

Finance 

5 

5 

FLEET  FINANCIAL  GROUP 

TERRENCE  MURRAY 

Rl 

4400 

98 

3400 

7/11/39 

Rl 

BA,  Horvord  '62 

Reol  estate 

30 

4 

t 

FLEETWOOD  ENTERPRISES 

JOHN  C.  CREAN 

CA 

1600 

40 

650 

7/4/25 

NO 

Prod  design 

42 

42 

FLEMING 

E.  DEAN  WERRIES 

OK 

12900 

72 

1200 

5/8/29 

KS 

BS,U.  of  Kon. '52 

Mktg/Ops 

38 

4 

i 

FLIGHTSAFETY  INTERNATIONAL 

ALBERT  LEE  UELTSCHI 

NY 

268 

72 

1500 

5/15/17 

KY 

Troining 

41 

. 

41 

FLORIDA  PROGRESS 

JACK  B.  CRITCHFIELD 

FL 

2100 

191 

2700 

5/23/33 

RA 

BS,  Slippery  Rock  '55 

MA  '60/EdD  '67, 
U.  of  Pittsburgh 

Monogement 

9 

FLOWERS  INDUSTRIES 

AMOS  RYALS  McMULLIAN 

GA 

825 

24 

624 

8/28/37 

FL 

BS,  Flo.  Stole  '62 

Flo.  Stote 

Finance 

30 

11 

FLUOR 

LESLIE  G.  McCRAW 

CA 

6700 

149 

3200 

11/3/34 

SC 

BS,  Clemson  '56 

Technicol 

6 

3 

FMC 

ROBERT  N.  BURT 

IL 

3900 

173 

1700 

5/24/37 

OH 

BS,  Princeton  '59 

MBA,  Horvord  '64 

Plonning/Mgmt  19 

1 

- 

E 

FOOD  LION 

TOM  E.  SMITH 

N( 

6400 

205 

5100 

5/2/41 

NC 

AB,  Cotowbo  '64 

Retoiling 

22 

7 

f 

FORD  MOTOR 

HAROLD  A.  POLING 

Ml 

88300 

-2258 

20100 

10/14/25 

Ml 

BA,  Monmoulh  '49 

MBA,  Indiono  '51 

Finonce 

42 

3 

! 

FOREST  LABORATORIES 

HOWARD  SOLOMON 

NY 

240 

50 

1500 

8/12/27 

NY 

BS,  CCNY  '49 

LIB,  Vole '52 

Legal 

17 

16 

F, 

FOSTER  WHEELER 

LOUIS  E.  AZZATO 

NJ 

2000 

43 

925 

10/8/30 

NY 

BS,  CCNY '52 

Technical 

40 

11 

( 

FOUNDATION  HEALTH 

DAN  CROWLEY 

CA 

963 

25 

799 

Age  44 

Health  care 

3 

3 

FOURTH  FINANCIAL 

DARRELL  G.  KNUDSON 

KS 

416 

23 

496 

7/16/37 

SD 

BA,  Auguslono  '59 

Finonce 

2 

1 

FPL  GROUP 

JAMES  L.  BROADHEAD 

FL 

5200 

417 

6500 

11/28/35 

NY 

BME,  Cornell  '58 

JD,  Columbia  '63 

Management 

4 

4 

L 

FRANKLIN  RESOURCES 

CHARLES  B.  JOHNSON 

CA 

318 

98 

2200 

1/6/33 

NJ 

BA,  Vole '54 

Finance 

35 

21 

E- 

FREEPORT-McMORAN 

JAMES  R.  MOFFETT 

LA 

1600 

97 

2800 

8/16/38 

LA 

BS,U.ofTex.'61 

MS,  Tulone  '63 

Technical 

25 

8 

FREEPORT-McMOR.  COPPER  &  GOLD 

JAMES  R.  MOFFETT 

NV 

468 

102 

3800 

8/16/38 

LA 

BS,U,ofTex.'61 

MS,  Tulone  '63 

Technicol 

25 

8 

FRUIT  OF  THE  LOOM 

WILLIAM  FARLEY 

IL 

1600 

111 

3000 

10/10/42 

Rl 

AB,  Bowdoin  '64 

JD,  Boston  Coll.  '69 

Finance 

7 

7 

FULLER  (H.B.) 

ANTHONY  L.  ANDERSEN 

MN 

853 

28 

704 

12/10/35 

MN 

BS,  Mocolesler  '57 

Soles/Mgmt 

35 

18 

FUND  AMERICAN 

JOHN  J.  BYRNE 

VT 

230 

120 

954 

7/11/32 

NJ 

BS,  Rutgers  '54 

MS,  U.  of  Mich. '59 

Fin/lnsuronce 

7 

7 

^» 

VANNETT 

JOHN  J.  CURLEY 

VA 

3400 

302 

6700 

12/31/38 

RA 

BA,  Dickinson  '60 

MS,  Columbio  '63 

Journolism 

23 

6 

GAP  (THE) 

DONALD  GEORGE  FISHER 

CA 

2500 

230 

4500 

9/3/28 

a 

BS,  Col/Berkeley '50 

Reol  estate 

23 

23 

GATX 

JAMES  J.  GLASSER 

IL 

989 

83 

517 

6/5/34 

IL 

AB,  Yole  '55 

JD,  Horvord '58 

Legol/Mgmt 

31 

14 

GAYLORD  ENTERTAINMENT 

EARL  W.  WENDELL 

TN 

60! 

2 

1300 

8/17/27 

OH 

BA  Coll.ofWooster'50 

Administrotion 

1 

1 

GEICO 

WILLIAM  BURTON  SNYDER 

DC 

2100 

196 

4000 

7/9/29 

WV 

BS,  Tex.  Tech '55 

Marketing 

15 

7 

: 

GENENTECH 

G.  KIRK  RAAB 

a 

460 

44 

3900 

9/27/35 

NY 

AB,  Colgote'59 

Marketing 

8 

3 

GENERAL  CINEMA 

ROBERTJ.TARRJR. 

MA 

3600 

-£  7  J 

iQnn 

12/7/43 

NY 

BS,U.S.NovolAcod.'66  MBA,  Horvord '73; 

MA,  Tufts  '76 

Operotions 

16 

1 

111 

GENERAL  DYNAMICS 

WILLIAM  A.  ANDERS 

VA 

8800 

374 

3400 

10/17/33 

Hong  Kong  85,  U.S.  Novel  Acod.  '55  MS,  USAF  In.  Tech.  '62 

Technicol 

2 

2 

GENERAL  ELEGRIC 

JOHN  FRANCIS  WELCH 

n 

59400 

4400 

64800 

11/19/35 

MA 

6S,U.ofMoss.'57 

MS 'SB/PhD '60, 
U.oflN. 

Technicol 

32 

11 

GENERAL  MILLS 

H.B.  (BRUCE)  ATWATER  JR. 

MN 

7200 

464 

11700 

4/19/31 

MN 

AB,  Princeton  '52 

MBA,  Slonford'54 

Morketing 

34 

11 

GENERAL  MOTORS 

ROBERT  C.  STEMPEL 

Ml 

122100 

4992 

23400 

7/15/33 

NJ 

BS,  Worcester  Poly '55 

MBA,  Mich.  Stote  '70 

Technical 

35 

2 

01 

EXECUTIVE  TO  WATCH 

►  He's  on  the  hottest  seat  of  all.  A  board  revolt  put  a  new  COO  in  charge  of  autos,  but  Stemf: 
is  still  responsible  for  GM's  results.  The  challenges  ahead:  identifying  plants  for  closure,  selllnl 
noncore  businesses,  persuading  suppliers  to  cut  costs,  negotiating  a  new  UAW  contract,  and  I 
trimming  bloated  management  ranks.  That's  not  counting  the  task  of  selling  more  cars  in  a  I 
limping  economy.  Doesn't  help  that  GM  has  few  new  models  to  introduce  this  fall.  ' 


GENERAL  PUBLIC  UTILITIES 

JAMES  R.  LEVA 

NJ 

3400 

254 

3000 

5/10/32 

NJ 

BS,  Foirleigh  Dickinson  '60  JD,  Seton  Holl  '80 

Administration  40 

1 

GENERAL  RE 

RONALD  E.  FERGUSON 

n 

3200 

657 

7700 

1/16/42 

IL 

BA,  Blockburn '63       MS,  U.  of  Mich. '65 

Insuronce  23 

6 

GENERAL  SIGNAL 

EDMUND  M.  CARPENTER 

n 

1600 

64 

1100 

12/28/41 

OH 

BS,U-ofMich.'63       MBA  U.  of  Mich. '64 

Technical  4 

4 

GENETICS  INSTITUTE 

GABRIEL  SCHMERGEL 

MA 

83 

■11 

773 

5/14/40 

Hungory 

BSME,  RPI  '62           MBA,  Horvord  '67 

Monogement  11 

11 

GENSIA  PHARMACEUTICALS 

DAVID  F.  HALE 

CA 

9 

-29 

1000 

1/8/49 

AL 

BA,  Jocksonville  Stote  '70 

Soles/Mktg  5 

5 

GENUINE  PARTS 

LARRY  L.  PRINCE 

GA 

3400 

208 

3400 

10/4/38 

TN 

Memptiis  Stole 

Mktg/Dist/Ops  34 

3 
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Traveling  to  the  new  Europe  with 

American  Express  and  Lufthansa 

can  take  you  a  lot  further  than  you  think 


With  all  the  changes  in 
Europe,  it  makes  sense  to  go 
there  with  people  who  know  it 
best  — American  Express  and 
Lufthansa.  American  Express 
has  convenient  Travel  Service 
Offices  throughout  Europe. 
And  Lufthansa  has  over  100 
European  destinations,  with 
offices  in  many  other  cities. 
So  almost  anywhere  you  go, 
there's  an  experienced  staff 
to  assist  you.  What's  more, 
we've  even  developed  a  bro- 
chure with  vital  information  to 


help  you  do  business  in  the 
new  Europe.  To  get  one,  mail 


in  the  coupon  below  or  call 
1-800-FLY-LUFT  ext.  29. 


For  your  complimentary  copy  of 
Doing  Business  in  the  New  Europe." 
mail  to 

Doing  Business  in  the  New  Europe 

PO  Box  1416,  La  Mirada,  CA  90637-9921 


Name  (Please  Print) 


Title 


Company 


Address 


City 


Stale 


Zip 


MBWJ12C 


_l 


Lufthansa 


Lufthansa  is  a  participant  in  Itie  mileage 
programs  of  United.  Delta  and  USAir 
See  your  Travel  Agent  for  details 


THE 

CORPORAtE  ELITE 

rfiuPAUv 

LUMrANi 

CEO 

HDQ 

SALES 

PROFITS 

MKT  V*L 

LULLtut  tUUlAllUN 

GRADUATE  STUDY 

TENURE 

CAREER  PATH   COMPANY  ( 

ftCUTYMF 
vEIlL  1 ITIE 

HFNRI  A  TFSMFFR 

MA 

109 

]] 

898 

2/28/46 

Neths 

II  nr  DnHarfinm 

MDA,  U.  01  VQ.  /j 

Management 

9 

iFRRY  R  ^ATRIIM 

GA 

838 

61 

807 

11/6/44 

OR 

DJ,  Ulc.  jIUIC  00 

Finance 

8 

- 

THOMAS  MARSHALL  HAHN  JR.  GA 

11500 

-79 

4600 

12/2/26 

KY 

BS,U.ofKy.'45 

pun  MIT"^n 
rnu,  ml  1  ju 

Tech/Education 

18 

- 

ALFRED  A.  PIERGALLINI 

Ml 

1300 

128 

2500 

8/1/46 

PA 

8A,  Lofayene  '68 

URA  II  niCWunnn  '711 

Marketing 

3 

AIANT  FOOD 

ISRAEL  COHEN 

MD 

3500 

87 

1200 

11/21/12 

Palestine 

Operations 

56 

WILLIAM  J.  FIFE  JR. 

Wl 

327 

21 

612 

1/7/37 

IN 

BSBA,  John  Carroll  '71 

Production 

5 

- 

GILLETTE 

Al  FRFD  M  7FIFN 

MA 

4700 

427 

11800 

2/25/30 

NY 

BS,  Webb  Inst. '52 

MBA,  Harvard  '55 

Technical 

24 

1 

EXECUTIVE  TO  WATCH 

■ 

►  Keeping  highly  respected  company  on  a  fast-growth  track.  Recent  moves  include  $561  t 
deal  to  buy  Parker  Pen,  forming  the  world's  largest  pen  manufacturer.  Taking  a  big  chance 
new  rollout  of  men's  toiletries,  where  company  has  stumbled  before.  Also  introducing  new 
Sensor  for  Women  razor.  An  engineer  by  training,  he  takes  keen  interest  in  R&D  activities  c 
can  often  be  found  in  the  labs.  Other  big  passion:  expansion  into  the  former  communist  bio 

i 

RIATFFITFR  fP  H  1 
vLMircLicn  ^r.n*| 

THOMAS  C.  NORRIS 

W 

568 

76 

1000 

5/9/38 

RA 

BA,  Gettysburg  '60 

Finance 

32 

1 

RM  HIIRHF^  FIFfTRnNir^ 

ROBERT  J.  SCHULTZ 

Ml 

11500 

505 

1500 

5/22/30 

Ml 

BS,  Mith.  Slate  '53 

MBA,  Mich.  Stole  '69 

Technicol 

37 

I 

MARION  0.  SANDLER 

CA 

2200 

239 

2700 

10/17/30 

ME 

BA,Wellesley'52 

MBA,  NYU  '58 

Mklg/Finonce 

29  2 

JOHN  D.  ONG 

OH 

2500 

■81 

1200 

9/29/33 

OH 

BA/MA,  Ohio  State '54 

LL8,  Harvard '57 

Legal 

31  1 

nnnDYFAR  tirf  k.  riirrfr 

uwi/icHn  line  Qi  nuDDcn 

STANLEY  C.  GAULT 

OH 

10900 

75 

4800 

1/6/26 

OH 

BS,  Coll.ofWooster'48 

Marketing 

1 

1 

(iOIIID^  PIIMP^ 

STEPHEN  VINCENT  ARDIA  NY 

567 

31 

501 

8/3/41 

NJ 

BS,ll.SMMarineAcod.'63  MBA,  Rutgers '70 

Soles 

27 

3 

ARAfF  fW  R  t 

J.  PETER  GRACE 

FL 

6000 

219 

3300 

5/25/13 

NY 

BA,  Yale '36 

Finance 

56  i 

1 

ARilNRFR  (W  W  1 

DAVID  WILLIAM  GRAINGER  IL 

2100 

128 

2500 

10/23/27 

IL 

BS,U.ofWis.'50 

Administration 

41  Z 

d 

1 

ARF&T  ATI  ANTir  X.  PAflFlf  TFA 

vnCHI  HILHnil^  Qi  iH^iriV  ICH 

JAMES  WOOD 

NJ 

11600 

71 

1100 

1/19/30 

England 

(8, Loughborough  '55 

Operations 

12  t 

1 

RRFAT  1 AKF^  fHFMirAI 

EMERSON  KAMPEN 

IN 

1300 

157 

4300 

3/12/28 

Ml 

BS,  U.  of  Mich. '51 

Mktg/Prodn 

41  \ 

I 

RRFAT  WF^TFBN  FINANflAI 

JAMES  F.  MONTGOMERY 

CA 

4000 

298 

2200 

11/30/34 

KS 

BS,  UCU'57 

Finance 

32  ; 

1 

RDFFN  TRFF  FINANTIAI 

LAWRENCE  M.  COSS 

MN 

215 

57 

505 

11/5/38 

SO 

Finance 

17 

GRUMMAN 

RENSO  L  CAPORALI 

NY 

4000 

99 

712 

4/12/33 

NY 

BCE'54/MME'60, 
Clorkson 

MAE'62/MA'63/ 
PhD  '64,  Princeton 

Technical 

33 

il 

fiTF 

wl  C 

CHARLES  R.  LEE 

0 

|70UU 

icnn 

JHUU 

RA 

BS,  Cornell  '62 

MBA,  Harvard  '64 

Finance 

9 

AIIIF  ^ATFC  IITIIITIF^ 

JOSEPH  L.  DONNELLY 

IX 

1700 

122 

1800 

0  /n  /in 

BS,  U.  of  Scranton  '50 

JD,  U.  ofPo.'53 

Finance 

13 

1 

JOHN  F.  WHITE 

MA 

176 

18 

469 

4/4/44 

MD 

8A,  William  Jewell '67 

MBA,  Wharton '69 

Morkeling 

16 

1 

\ 

UAlMRIIRTnN 

THOMAS  H.  CRUIKSHANK  IX 

7000 

27 

3600 

11/3/31 

U 

8A,  Rice  '52 

U.  of  Tex.,  U.  Houston 

finance/Legal 

23 

MARTIN  D.  WALKER 

OH 

1100 

-17 

665 

6/25/32 

IN 

BS,  GMI  '54 

MBA,  Mich.  State  '70 

Production 

6 

H&NNAFORD  RRHTHFR*^ 

HUGH  G.  FARRINGTON 

ME 

2000 

43 

853 

2/12/45 

NH 

BA,  Dartmouth  '67 

MAT,U.  ofN.H.'68 

Marketing 

24 

I 

ROBERT  R.  WOODSON 

GA 

379 

50 

839 

4/18/32 

GA 

BS,  U.  of  Go. '58 

Finance 

28 

1 

HARIFY-DAVin^ON 

RICHARD  F.  TEERLINK 

Wl 

940 

37 

979 

10/12/36 

IL 

BS,  Bradley '61 

MBA,U.  of  Chicago  '76 

Finonce 

11 

JEFFERYT.  GRADE 

Wl 

1600 

65 

574 

7/16/43 

IL 

BS,  III.  Tech.  '66 

MBA,  DePaul  '74 

Finance 

3 

UAppIC 

JOHN  THOMAS  HARTLEY 

FL 

3000 

88 

1200 

3/4/30 

FL 

BS'Sl/BSEE '55  Auburn 

Auburn 

Technicol 

36  , 

MALCOLM  W.  GAMBILL 

RA 

1900 

77 

825 

6/9/30 

NC 

BE,  Yale  '53 

Production 

37  . 

UADTFORh  CTFAM  RnilFR  lUCPFrT 

WILSON  WILDE 

n 

630 

74 

1200 

9/24/27 

n 

AB,Willioms'49 

Insurance 

39  ; 

nA^DKU 

ALAN  G.  HASSENFELD 

Rl 

2100 

82 

2700 

11/16/48 

Rl 

BA,  U.  of  Pa.  '70 

Production 

22  1 

UAU/AIIAM  CIErTDI^  IMnilCTDICC 
nAWAIIAN  CLC\.IKIl.  inUUMKiEj 

ROBERT  F.  CLARKE 

HI 

1100 

62 

1000 

4/13/42 

a 

BA,  Cal/Berkeley  '65 

MBA,  Cal/Berkeley  '66 

Finance 

6 

THOMAS  F.FRIST  JR. 

IN 

5000 

5 

3400 

8/12/38 

IN 

BA,  Vanderbilt  '61 

MD,Woshington  U.'65 

Heollh  core 

24 

i 

KENNETH  B.  ROATH 

a 

79 

26 

652 

12/17/35 

a 

BS,  San  Diego  State  '63 

Finance 

8  j 

UFAiTu^ADP  rnwiPADr 

JAMES  C.  SMITH 

IL 

71 

13 

1200 

2/28/41 

MA 

BA,  Northeostern  '63 

Marketing 

9 

1 

UFAITU^nilTM  PFUARIIITATinM 
ncALInjUUin  KcnADILIIAIlUn 

RICHARD  M.  SCRUSHY 

AL 

225 

22 

650 

8/4/52 

AL 

Cert.,  Ala./Birminghom  '74 

Operotions 

9 

1 

UEAITUTDIICT 
ncALmiKU)! 

R.  CLAYTON  McWHORTER  IN 

2000 

7 

1300 

9/27/33 

IN 

BS,  Sonford  '55 

Heollh  core 

22 

m 

UEII  1/X.MFYFPC 
ntlLIU'mEICK> 

WILLIAM  C.  DeRUSHA 

VA 

520 

27 

649 

1/10/50 

VA 

BS,Vo.  Commonwealth  '75 

Mklg/Finonce 

23 

HFIN7  lU  1  \ 
nUnL  (11. J.J 

ANTHONY  J.f.  O'REILLY 

6600 

638 

10100 

5/7/36 

Ireland 

BC  Low,  U.  Coll.  Dublin  '58  PhD,  U.  of  Bradford  '80 

Mktg/Legol 

23 

il 

nELMEKKn  &  rATNE 

HANS  CHRISTIAN  HELMERICH  OK 

190 

21 

594 

9/4/58 

OK 

8S,  Dartmouth  '81 

Management 

11 

UCDnil  EC 

THOMAS  L.  GOSSAGE 

DE 

2900 

95 

2600 

5/7/34 

IN 

BS,  Go.  Tech '56 

MS,  Go,  Tech  '57 

Technical 

5 

UFPCUFY  Fnnnc 

nCIOnET  rUUU} 

RICHARD  A.  ZIMMERMAN  RA 

2900 

220 

3900 

4/6/32 

RA 

BA,PennStote'53 

Production 

34 

UCWI  CTT  PArVADh 
riEWLEl  l-rA^nAKU 

JOHN  A.  YOUNG 

CA 

14500 

755 

15200 

4/24/32 

ID 

BS,  Ore.  State  '53 

MBA,  Stanford  '58 

Tech/Mgmt 

34 

UIIIEUDDAUn  lUmiCTDICC 

HILLcNDKAnU  INUU^IKIt) 

W  AUGUST  HILLENBRAND  IN 

1200 

89 

2700 

9/18/40 

IN 

BS,  St.  Joseph's '65 

Mktg/Prodn 

32 

UIITHM  unTEl  C 
niLiun  nuiELj 

BARRON  HILTON 

CA 

1100 

84 

2100 

10/23/27 

TX 

Monogement 

41  ; 

HUME  UtrUI 

BERNARD  MARCUS 

GA 

5100 

249 

16300 

5/12/29 

NJ 

BS,  Rutgers  '54 

Marketing 

14  1 

UAUE  CUnDDIUP  UETUfADV 

HUMe  bnUrrlNu  NeIWUKK 

ROY  M.  SPEER 

FL 

1100 

■10 

505 

6/23/32 

FL 

BA,  SMU  '56 

JD,  Stetson '59 

Operations 

7 

nUME3lAKb  MiNINu 

HARRY  M.  CONGER 

a 

387 

100 

1300 

7/22/30 

WA 

BS,  Colo.  Mines  '55 

Technical 

17 

UAM  lUnilCTPlEC 

HUN  lnUU>IKlE> 

JACK  D.  MICHAELS 

lA 

608 

33 

583 

8/30/37 

WV 

BSME,  Cincinnati  '60 

Production 

3 

[I 

HUntlWELL 

JAMES  J.  RENIER 

MN 

6200 

331 

4400 

1/9/30 

MN 

BS.Sl.Thomos'Sl 

PhD,  Iowa  Stole '55 

Tech/Prodn 

HDRArF  MANN  FDIIf  ATOR^ 

PAUL  J.  KARDOS 

IL 

657 

25 

708 

3/20/37 

RA 

BS,  Grove  City  '62 

Finonce 

128  BUSINESSWEEK/OCTOBER  12,  1992  THECORPO  Ft 


THE  CORPORATE  ELITE 

HDQ. 
LOC. 

SAIES 

PROFITS 

MKI.VAl 

TENURE 

PAYS 

cto 

PUCE 

COLLEGE  EDUCATION 

GRADUATE  STUDY 

CAREER  PATH  COMPANY 

CEO 

THOUS. 

GEO.  A.) 

MN 

2800 

86 

1600 

6/9/32 

MN 

OA,  U,  of  Colo.  '54 

Mktg/Prodn 

38 

11 

1661 

in  IMTCDMATIANAI 
LU  INICKnAIIUnAL 

nnNAtn  fAMFRON  CLARK 

|[ 

4600 

150 

2100 

8/9/31 

NY 

BBA,  Clarkson  '53 

MBA,  Northwestern  '61 

Finance 

37 

10 

1081 

lUnilCTDICC 
INUUblKICS 

DON  n  lORDAN 

TX 

4400 

464 

5700 

5/9/32 

TX 

BBA,  U.  of  Tex. '54 

JD,  South  Tex.  '69 

Mktg/Adm 

36 

15 

829 

Q 

756 

91 

1600 

3/22/36 

WV 

AB,  Duke '58 

JD,  U.  ofVo. '61 

Einonce/Legol 

18 

5 

765 

DAVID  A.  JONES 

KY 

5900 

355 

3700 

8/7/31 

KY 

BS,  Louisville  '54 

JD,  Yale  '60 

Entrepreneur 

31 

31 

1366 

I.)  TRANSPORT  SERVICES 

JAMES  KIRK  THOMPSON 

AR 

733 

29 

717 

7/28/53 

AR 

BSBA,U.ofArk.'78 

Finance 

17 

6 

469 

rON  BANCSHARES 

FRANK  G.  WOBST 

OH 

1200 

117 

1500 

11/14/33 

Germany  U.  of  Erlangen '55 

Mosters,  Goettingen '58 

Fin/Bonking 

18 

12 

887 

RORFRT  1  PFTER^ON 

NE 

10400 

1 

840 

7/14/32 

NE 

U.  otNeb. 

Production 

31 

13 

2706 

ntn 

in^FPH  W  MARSHALL 

ID 

483 

58 

919 

9/21/38 

ID 

BS,  U.S.  Naval  Acad. '61 

Technical 

23 

3 

280 

Init  J 

LEE  LIU 

lA 

662 

47 

761 

3/30/33 

8S  lowo  Stole  '57 

Technical 

35 

9 

360 

'FtJTDAI 

FDWARD  L  MOVERS 

IL 

550 

65 

751 

10/2/28 

MS 

8S,  La.Tetli  '55 

Operations 

37 

4 

1452 

LARRY  D  HAAB 

|[ 

1500 

109 

1600 

9/28/37 

IL 

8S,  Millikin'59 

Finance 

27 

1 

370 

lOHN  D  NICHOLS 

|[ 

2600 

181 

3500 

9/20/30 

BA  Harvard '53 

MBA,  Harvard  '55 

Production 

13 

11 

952 

I I7FR  r«DniiP 

BILLIE  B  TURNER 

IL 

1100 

96 

942 

12/31/30 

TX 

BS,  Tex.  A&M'SI 

Marketing 

38 

5 

744 

KUUr 

M  BIAKF  INGLE 

IL 

1600 

97 

2800 

4/25/42 

NM 

BS  fort  Lewis  '64 

MA'66/PhD'68,  Colo.  St. 

Technical 

12 

1 

920 

STEPHEN  A  DUZAN 

WA 

53 

1 

554 

5/9/41 

OR 

U.  of  Wash. 

Management 

It 

11 

416 

THOMAS  MILTON  MILLER 
invHiMJ  miLiun  ifiiLLtn 

IN 

643 

48 

884 

3/2/30 

IN 

BS,  Indiana  '52 

Cert.,  U.  of  Wis.  GSB'61 

Finnnro 
riiiuiiic 

38 

11 

523 

riON  RESOURCES 

GIAN  MARK  FUIGONI 

11 

208 

14 

532 

1/24/48 

U.K. 

BS,  Manchester  '69 

MA,  U.  of  Lancaster  '70 

Mnrif  ptinn 

12 

316 

PHILLIP  ELLIOn  WHITE 

a 

180 

12 

563 

12/24/43 

IL 

BA,  III.  Wesleyan  '65 

MBA,  III.  State '68 

Mnrvolinn 
mill  IVcllliy 

4 

4 

560 

l-RAND 

THEODORE  H.  BLACK 

NJ 

3600 

151 

2800 

10/22/28 

NJ 

BS,  U.S.  Naval  Acad. '53 

Cnlpc/Mlftn 

JUIC V  IIIIMIJ 

35 

4 

1120 

FEEL  INDUSTRIES 

ROBERT  J.  DARNALL 

11 

3400 

-275 

699 

3/30/38 

IL 

BA,  DePauw  '60; 
BS  Columbia  '62 

MBA,  U.  of  Chicago '73 

PrnHiirtinn 

30 

g 

399 

FINANCIAL 

WILLIAM  F.  ROEMER 

PA 

802 

70 

827 

9/21/33 

OH 

BA  Princeton  '55 

Banking 

23 

14 

561 

ANDREW  S.  GROVE 

CA 

4800 

819 

12300 

9/2/36 

Hiinnnru 

BS,  CCNY  '60 

PhD,  Col/Berkeley  '63 

lofnnifnl 
IclllllllUI 

24 

5 

1115 

PH 

JAMES  W.  MEADLOCK 

AL 

1200 

71 

642 

12/19/33 

NC 

BS,  N.C.  State  '56 

Tprhnif  (1 

24 

3 

300 

ONAL  BUSINESS  MACHINES  JOHN  F.  AKERS 

NY 

64800 

-564 

50400 

12/28/34 

MA 

RS  Ynlp'56 

IVlKiy/  HUH! 

32 

3 

925 

ONAL  DAIRY  QUEEN 

MICHAEL  P.  SULLIVAN 

MN 

287 

28 

480 

12/5/34 

MN 

JD,  U.  of  Minn  '62 

Legal 

18 

c 

390 

'ORS  &  FRAGRANCES 

EUGENE  P.  GRISANTI 

NY 

1000 

169 

4200 

10/24/29 

NY 

AB,  Holy  Cross '51 

LLB,  Boston  U.'53; 
LLM,  Harvard '54 

Legal 

32 

7 

788 

ONAL  GAME  TECHNOLOGY 

CHARLES  N.  MATHEWSON 

NV 

237 

30 

2100 

6/12/28 

CA 

8S,  use  '53 

finance 

7 

6 

548 

ONAL  MULTIFOODS 

ANTHONY  LUISO 

MN 

2300 

39 

527 

1/6/44 

Italy 

BS,lono'67 

MBA,  U.  of  Chicago '82 

finonce/Prodn 

6 

3 

433 

ONAL  PAPER 

JOHN  A.  GEORGES 

NY 

12700 

399 

7700 

2/24/31 

TX 

BS,U.  of  III. '51 

MBA,  Drexel  '57 

Technical 

13 

8 

1357 

ONAL  SPECIALTY  PROOUOS  SAMUEL  J.  HEYMAN 

NJ 

526 

51 

1300 

3/1/39 

NY 

BS,  Yole  '60 

LLB,  Harvard '63 

Legal 

9 

1 

632 

Lie  GROUP 

PHILIP  HENRY  GEIER  JR. 

NY 

1600 

95 

2400 

2/22/35 

Ml 

BA,  Colgate '57 

MS,  Columbia  '58 

Marketing 

34 

13 

1438 

NOIS  GAS  &  ELEQRIC 

STANLEY  J.  BRIGHT 

lA 

513 

54 

634 

4/21/40 

NY 

BBA,  Geo.  Washington '6; 

Finance 

6 

1 

255 

TERPRISES 

JOHN  R.  HODOWAL 

IN 

648 

105 

1400 

2/16/45 

OH 

BS,  Purdue  '66 

JD  Indiana  '70 

Finance/Legal 

24 

3 

535 

SAMUEL  ZELL 

IL 

1700 

-77 

589 

9/28/41 

IL 

BA,U.ofMich.'63 

JD,  U.  of  Mich. '66 

Real  estate 

8 

7 

1100 

RAND  V.  ARASKOG 

NY 

20400 

817 

76  00 

10/30/31 

MN 

BS,U.S.  Mil.  Acad. '53 

Harvard 

Mktg/Prodn 

26 

13 

2800 

PHILLIP  FROST 

FL 

182 

11 

1800 

11/11/36 

PA 

AB,U.ofPa.'57 

MD,  Albert  Einstein '61 

Technical 

5 

5 

340 

ENGINEERING  GROUP 

JOSEPH  J.  JACOBS 

CA 

1000 

20 

601 

6/13/16 

NY 

BS,  Brooklyn  Poly  '37 

MS'39/PhD'42, 
Brooklyn  Poly 

lecnnicol 

4^ 

ifl 

10 

716 

^ER  CORP.  OF  VIRGINIA 

ROBERT  C.  WILLIAMS 

VA 

4600 

78 

1600 

1/24/30 

OH 

ME,  U.  of  Cincinnati '53  MBA,  Xavier '57 

Technical 

33 

2 

768 

N-PIIOT 

WILLIAM  ROGER  SOLES 

NC 

1200 

176 

2100 

9/16/20 

NC 

BS,  U.  of  N.C. '47 

Finance 

46 

25 

1579 

&  JOHNSON 

RALPH  S.  LARSEN 

NJ 

12400 

1500 

33000 

11/19/38 

NY 

BS,  Hofstro  '62 

Prodn/Mktg 

30 

3 

1253 

CONTROLS 

JAMES  H.  KEYES 

Wl 

4600 

95 

1500 

9/2/40 

Wl 

BS,  Marquette  '62 

MBA,  Northwestern  '63 

finance 

26 

5 

787 

PAREL  GROUP 

SIDNEY  KIMMEL 

n 

334 

34 

727 

1/16/28 

PA 

Temple 

Administration 

22 

17 

1688 

H.  WILLIAM  LURTON 

MN 

860 

64 

1000 

9/18/29 

n 

BA,  Principia'51 

Adm/Ops/Sales  37 

21 

892 

ALUMINUM 

JOHN  M.  SEIDL 

2000 

108 

565 

3/24/39 

Wl 

BS,  U.S.  Mil.  Acad. '61 

MBA,  Harvard  '69 

Administration 

4 

4 

540 

ITY  POWER  &  LIGHT 

DRUE  JENNINGS 

MO 

825 

104 

1500 

10/7/46 

KS 

BS,  U.  ofKan.'68 

JD,U.ofKan.'72 

Legal 

19 

4 

336 

ITY  SOUTHERN  INDUSTRIES  LANDON  HILL  ROWLAND 

MO 

610 

46 

815 

5/20/37 

NC 

BA,  Dartmouth  '59 

JD,  Harvard  '62 

Legal 

13 

6 

829 

&  BROAD 

BRUCE  E.  KARATZ 

CA 

1200 

27 

495 

in/in/4'i 

lU/ lU/  tJ 

IL 

BS,  Boston  U.  '67 

JD,  use  '70 

Real  estate 

20 

6 

1276 

ARNOLD  G.  LANGBO 

Ml 

5800 

606 

16200 

4/13/32 

Canada 

Marketing 

36 

1 

901 

VICES 

TERENCE  E.  ADDERLEY 

Ml 

1400 

39 

934 

9/1/33 

Ml 

BBA,  U.  of  Mich. '55 

MBA,  U.  of  Mich. '56 

finance 

35 

25 

510 

DAVID  B.  MATHIS 

IL 

3100 

205 

1200 

4/13/18 

^/  10/  JO 

GA 

BA,  Lake  Forest '60 

Insurance 

32 

1 

892 

;ee 

FRANK  A.  Mcpherson 

OK 

3300 

102 

2200 

4/29/33 

OK 

BS,Okla,  State '57 

Operotions 

36 

9 

542 

VIGOR  J.  RILEY  JR. 

NY 

2300 

188 

2300 

8/29/31 

NY 

BA,  Notre  Dame '53 

finance 

29 

19 

1187 

INTERNATIONAL 

RAYMOND  ALBERT  LeBLANC 

520 

23 

886 

3/1/30 

NY 

BSCE,  U.  of  Detroit '55 

U.  of  Detroit 

Marketing 

33 

7 

668 

NTERNATIONAL 

DOUGLAS  A.  HABIG 

IN 

555 

30 

587 

9/13/46 

KY 

BS,  St.  Louis  '68 

MBA,  Indiana  '72 

finance 

17 

2 

330 

r-ClARK 

WAYNE  R.  SANDERS 

D( 

6800 

508 

9100 

7/6/47 

IL 

BS,  III.  Tech '69 

MBA,  Marquette  '72 

Planning 

17 

1 

820 

RLD  PRODUaiONS 

MICHAEL  GORDON  KING 

a 

476 

93 

997 

3/8/48 

NJ 

BA,  Foirleigh  Dickinson  '71 

Mktg/Sales 

15 

8 

2036 

DRATE  ELITE 
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HOQ. 

SALES 

PROFITS 

MKT  VAl 

TENURE 

COMPANY 

CEO 

LOC 

SMIL 

SMIl 

SMIL 

BORN 

PLACE 

COLLEGE  EDUCATION 

GRADUATE  STUDY 

CAREER  PATH 

COMPANY 

CEl 

KMART 

JOSEPH  E.  ANTONINI 

Ml 

34800 

859 

10000 

7/13/41 

wv 

BS,  W.  Va.  U.  '64 

Marketing 

29 

5 

KNIGHT-RIDDER 

JAMtS  KNOX  BAHEN 

FL 

2200 

132 

3300 

1/11/36 

VA 

BS,  Dovidson  '57 

m,  Princeton  '62 

Journalism 

35 

t 

KOHL'S 

WILLIAM  S.  KELLOGG 

Wl 

863 

15 

740 

7/8/43 

Wl 

Marketing 

25 

n 

KROGER 

JOSEPH  A.  PICHLER 

OH 

21400 

101 

1200 

10/3/39 

MO 

BBA,  Noire  Dame  '61 

MBA'63/PhD'66, 
U.  of  Chicago 

Educ/Adm 

12 

2 

KU  ENERGY 

JOHN  T.  NEWTON 

KY 

588 

84 

1100 

7/29/30 

KY 

BS,  Western  Ky. '52 

Finance 

35 

5 

(FAROE 


MICHEL  ROSE 


VA    1600    -50     806    2/27/43  Fronce     BS,EcoleMines/NoncY'68  MBA,  Intl.  Mgmt.  Inst. '77    Technical        23  0| 


LANCASTER  COLONV 

JOHN  8.  GERLACH 

OH 

500 

21 

555 

1/28/27 

OH 

Ohio  LI. 

Finance 

31  291 

LANCE 

JOHN  WILLIAM  DISHER 

NC 

450 

38 

759 

7/16/33 

NC 

BBA,  Wake  Forest  '59 

Finance 

33  4| 

LANDS'  END 

RICHARD  C.  ANDERSON 

Wl 

683 

29 

591 

7/14/29 

IL 

Advertising 

8 

3 

1 

LAWTER  INTERNATIONAL 

DANIEL  TERRA 

IL 

153 

26 

546 

6/8/11 

RA 

BS,  Penn  State  '31 

Lehigh,  Columbia 

Research/Mktg 

52 

34 

1 

LDDS  COMMUNICATIONS 

BERNARD  JOHN  EBBERS 

MS 

263 

18 

471 

8/27/41 

Canada 

BS,  Miss.  Coll.  '67 

Production 

7 

7 

3 

LEE  ENTERPRISES 

RICHARD  DOUGLAS  GOHLIEB 

lA 

340 

32 

684 

6/12/42 

lA 

BS,  U.  of  Ariz. '64 

Administration 

28 

1 

] 

LEGENT 

JOHN  F.  BURTON 

VA 

203 

34 

941 

6/3/51 

Rl 

BA,  Boston  Coll.  '73 

Soles/Mktg 

8 

0 

: 

LEGGETT  &  PLAH 

HARRY  M.  CORNELL  JR. 

MO 

1100 

39 

873 

10/5/28 

Dutch  E.I 

BS,  U  of  Mo. '50 

Marketing 

42 

33 

LENNAR 

LEONARD  MILLER 

FL 

323 

21 

593 

9/18/32 

MA 

AB,  Harvard  '55 

Real  estate 

33 

33 

LEUCADIA  NATIONAL 

IAN  M.  CUMMING 

NY 

1100 

94 

682 

Age  51 

Conada 

BA,U,ofKan.'62 

MBA,  Horvard  '70 

Finance 

24 

24 

s 

LG&E  ENERGY 


ROGER  W.  HALE 


KY     715  92 


7/16/43  MD 


,U.ofMd.'65 


MS,  MIT  '79 


Mktg/Ops 


3  31 


LIBERTY 

W.  HAYNE  HIPP 

SC 

364 

30 

486 

3/11/40 

SC 

BA  Woshington  S  Lee  '62  MBA,  Wharton  '65 

Mktg/Finonce 

23  14i 

LIBERTY  MEDIA 

PETER  R.  BARTON 

WY 

107 

44 

825 

4/6/51 

DC 

BA'71/MS'72Columbio  MBA,  Harvard '82 

Administrotion 

2  2| 

LIBERTY  NATIONAL  BANCORP 

JOSEPH  WILLIAM  PHELPS 

KY 

396 

38 

554 

1/6/27 

KY 

Columbio,  U.  of  Ky. 

Banking 

34  3V 

LILLY  (ELI) 

VAUGHN  D.  BRYSON 

IN 

5700 

1300 

20500 

5/25/38 

NC 

BS,U.  ofN.C.'60 

Marketing 

31  l[ 

EXECUTIVE  TO  WATCH 

►  He  spent  a  week  at  a  baseball  "fantasy  camp"  lost  February.  Now  up  at  bat  as  CEO,  he'sl 
to  coach  more  home  runs  out  of  his  drug  development  team.  His  No.  1  drug,  the  antibiotic  Ca 
will  lose  its  U.  S.  patent  protection  in  December.  Controversial  but  top-selling  anti-depressand 
Prozac  is  facing  tough  new  competition  from  Pfizer's  Zoloft.  Launched  in  February,  Zoloft  is  I 
priced  as  much  as  7%  lower  than  Prozac  and  has  already  won  some  4%  of  the  market.  |p 


LIMITED  (THE) 


LESLIE  H.  WEXNER 


OH  63  0  0   4  0  3    76  0  0     9/8/37  OH 


BS,  Ohio  State '59 


Ohio  Stole 


Mktg/Finonce    29  29' 


LIN  BROADCASTING 


CRAIG  0.  McCAW 


NY     468    170    3600     8/11/49  WA 


BA,  Stanford  '73 


Management 


3  3 


LINCOLN  NATIONAL 


IAN  McKENZIE  ROLLAND 


IN    9200    208    2600      6/3/33  IN 


BA,  DePauw  '55 


MA,U.  of  Mich.  '56 


Fin/Insurance    36   15 ' 


LINEAR  TECHNOLOGY 


ROBERT  H.  SWANSON 


CA 


94     17      641      8/9/38  MA        BS  Northeastern '63     U.  of  San  Francisco 


Technical 


LinON  INDUSTRIES 


ORION  L.  HOCH 


CA    5200     64    1900    12/21/28  RA 


BS,  Carnegie-Mellon  '52  MS,  UCLA  '54; 

PhD,  Stanford  '57 


Tech/Ops 


27  6- 


LIZ  CLAIBORNE 


JEROME  A.  CHAZEN 


NY   2000    223    3100     3/21/2?  NY 


BA,  U.  of  Wis. '48 


MBA,  Columbia  '50 


Marketing 


15  3,i 


LOCKHEED 


DANIEL  M.  TELLEP 


CA    9800    308    2900    11/20/31   PA        BS,  Cal/Berkeley '54     MS,  Col/Berkeley '55       Technicol         37  4| 


LOaiTE 


KENNETH  W.  BUHERWORTH 


a     561     72    1500     8/9/25  Australia  BS  Sydney  Tech. '55 


Morketing        17  81 


LOEWS 


PRESTON  ROBERT  TISCH 


NY  13300    904    7900    4/29/26  NY 


BA,U.ofMich.'48 


Operations 


33  51 


LONG  ISLAND  LIGHTING 


WILLIAM  J.  CATACOSINOS 


NY   2500   306    2800    4/12/30  NY 


BS,  NYU  '51 


MBA'52/PhD'62,NYU     Administration     9  91 


LONGS  DRUG  STORES 


ROBERT  MERRILL  LONG 


tt    2400     55     780     5/19/38  tt 


BA,  Cloremont  Men's  '60 


Marketing 


31  151 


LONGVIEW  FIBRE 

RICHARD  PETER  WOLLENBERG 

WA 

644 

17 

821 

8/1/15 

AK 

BS,  Cal/Berkeley  '36 

MBA,  Harvard  '38 

Tech/Prodn 

53 

15 

LORAL 

BERNARD  L.  SCHWARTZ 

NY 

2900 

122 

1200 

12/13/25 

NY 

BBA,  CCNY'48 

Finonce 

20 

20 

LOTUS  DEVELOPMENT 

JIM  MANZI 

MA 

829 

43 

747 

12/22/51 

NY 

BA,  Colgate  '73 

MA,  Tuhs  '79 

Marketing 

9 

6 

LOUISIANA  LAND  &  EXPLORATION 

H.  LEIGHTON  STEWARD 

U 

797 

21 

1100 

12/1/34 

JX 

BS,  SMU  '58 

MS,  SMU  '60 

Teclini;al 

10 

4 

LOUISIANA-PACIFIC 

HARRY  A.  MERLO 

OR 

1700 

56 

2300 

3/5/25 

a 

BS,  Col/Berkeley '49 

Col/Berkeley 

Mktg/Prodn 

25 

20 

LOWE'S 

LEONARD  GRAY  HERRING 

NC 

3100 

6 

1400 

6/18/27 

NC 

BS,  U.  ofN.C.'48 

Finance 

37 

14 

LUBRIZOL 

LESTER  E.  COLEMAN 

OH 

1500 

124 

2200 

11/6/30 

OH 

6S  U.  of  Akron '52 

MS'53/PhD'55,  U.  of  III 

Research 

37 

14 

LUKENS 

R.  WILLIAM  VAN  SANT 

PA 

629 

23 

482 

8/19/38 

lA 

BSU.of  Iowa '66 

MS,  U.  of  Iowa '67 

Production 

1 

1 

LYONDELL  PETROCHEMICAL 

BOB  G.  GOWER 

U 

5700 

222 

1900 

8/14/37 

IL 

BS'58/MS'60So.lll. 

PhD,  U.  of  Minn. '63 

Research/Tech 

29 

4 

M 

Magma  power 

PAUL  M.  PANKRATZ 

a 

84 

34 

490 

3/30/32 

KS 

BS,  U.  of  Kan. '55 

Production 

1 

1 

MANOR  CARE 

STEWART  W.  BAINUM  JR. 

MD 

916 

67 

1100 

3/25/46 

MD 

BA,  Pacific  Union  '68 

MBA,  UCLA  '70 

Fin/Mgmt 

19 

m 

manpower 

MITCHELL  S.  FROMSTEIN 

Wl 

2800 

-53 

1100 

Age  64 

Wl 

Administration 

16 

4 

MAPCO 

JAMES  E.  BARNES 

OK 

2600 

126 

1800 

3/2/34 

OK 

BS  Oklo.  State '57 

Technical 

9 

9 

MARION  MERRELL  DOW 

FRED  W.  LYONS  JR. 

MO 

2900 

585 

7900 

11/7/35 

OH 

BSU.of  Mich. '57 

MBA,  Harvard  '59 

Management 

22 

T 

MARK  IV  INDUSTRIES 

SAL  H.  ALFIERO 

NY 

1100 

31 

504 

10/11/37 

Rl 

BS,  RPI  '63 

MBA  Harvard  '66 

Technicol 

24 

24: 

MAROUEHE  ELEGRONICS 

MICHAEL  J.  CUDAHY 

Wl 

233 

15 

693 

3/17/24 

Wl 

Tech/Mktg 

27 

27; 

j 

MARRIOn 

JOHN  WILLARDMARRIOnjR. 

DC 

8300 

82 

1600 

3/25/32 

DC 

BS,  U.  ofUtoh'54 

Operations 

36 

20i 

J 

Scotland 

Consuhing 

31 

MARSH  &  McLENNAN 

A.  J.  C.  SMITH 

NY 

2800 

306 

5600 

4/13/34 

i 

MARSHALL  &ILSLEY 

JOHN  A.  PUELICHER 

Wl 

835 

99 

1300 

11/4/20 

Wl 

BA  U.  of  Wis. '43 

Finance 

54 

11 

MARTIN  MARIETTA 

NORMAN  R.  AUGUSTINE 

MD 

6100 

313 

2700 

7/27/35 

CO 

BS  Princeton  '57 

MS,  Princeton  '59 

Technical 

15 

H 

i 
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HDQ 
IOC 

SAltS 
SMIL 

PROFITS 
SMIL 

MKT  VAL 
SMIL 

TENURE 

PAYS 

CEO 

BORN 

PUCE 

COLLEGE  EDUCATION 

GRADUATE  STUDY 

CAREER  PATH  COMPANY 

CEO 

THOUS, 

4TER1AINMENT  GROUP 

WILLIAM  C.  BEVINS  JR. 

NY 

115 

17 

769 

Age  45 

TN 

BS,  EoslTenn.Sl.'68 

Finance 

3 

1 

125 

RICHARD  A.  MANOOGIAN 

Ml 

3100 

45 

3900 

7/30/36 

NJ 

BA,yble'58 

Monogement 

34 

24- 

1119 

)USTRIE$ 

RICHARD  A.  MANOOGIAN 

Ml 

1500 

-9 

774 

7/30/36 

NJ 

BA,Yole'58 

Management 

34 

8 

280 

JOHN  W.  AMERMAN 

CA 

1600 

118 

2200 

1/28/32 

NJ 

BA,  Dartmouth  '53 

MBA,  Amos  Tuck '54 

Marketing 

12 

6 

1364 

ERGY 

CHARLES  L.  BLACKBURN 

TX 

791 

•11 

696 

1/9/28 

OK 

BS,  U.ofOkla.'52 

Technical 

6 

6 

697 

tTMENT  STORES 

DAVID  C.  FARRELL 

MO 

10600 

515 

7400 

6/14/33 

IL 

BA,  Antioch'56 

Marketing 

36 

13 

1580 

LEONARD  A.  HADLEY 

lA 

3000 

79 

1600 

7/4/34 

lA 

BSC,  U.  of  Iowa '58 

U.  of  Iowa 

Finance 

33 

0 

515 

DAVID  H.  ELLIOn 

NY 

269 

145 

2300 

12/9/41 

n 

BA,Yole'64 

LIB,  Boston  U.  '67 

Legal/Insurance 

19 

1 

765 

ALFRED  LERNER 

DE 

1100 

149 

2100 

5/8/33 

NY 

AB,  Columbia  '55 

Finance 

2 

2 

871 

LIULAR  COMMUNICATIONS  CRAIG  0.  McCAW 

WA 

1400 

-351 

4900 

8/11/49 

WA 

BA,  Stanford '73 

Management 

23 

7 

155 

ncft  jrHrtn  J 

FRWIN  REA  POTTS 

CA 

427 

24 

567 

4/20/32 

NC 

AB,  U.ofN.C.'54 

Journohsm 

17 

3 

633 

K 

BAILEY  A.  THOMAS 

MD 

1400 

81 

2100 

1/19/31 

MD 

ABA,  Bolto'52 

Production 

31 

1 

763 

rriNTERNATIONAL 

ROBERT  EDWARD  HOWSON 

U 

3500 

81 

1100 

8/27/31 

LA 

BS,  Lo. Tech '53 

MSTulane'61 

Technical 

35 

4 

1308 

'S 

MICHAEL  R.  QUINLAN 

11 

6700 

860 

15200 

12/9/44 

11 

BS,  Loyola  '67 

MBA,  Loyola  '70 

Production 

29 

6 

1335 

L  DOUGLAS 

JOHN  FINNEY  McDONNELL 

MO 

18400 

355 

1700 

3/18/38 

MD 

BS,  Princeton  '60 

MS  Princeton  '62 

Finance 

30 

5 

851 

ILL 

JOSEPH  L.  DIONNE 

NY 

1900 

148 

2900 

6/29/33 

AL 

BA  5i/M5  5/  notstra 

cjn       ..lU:^  lie 

tdU,  Columbia  os 

Educ/Publish 

26 

9 

UNICATIONS 

BERT  C.  ROBERTS  JR. 

DC 

8400 

551 

8900 

8/25/42 

MO 

DC  i*L  u««l.;«.  lit 

d!>,  Jotins  rtopkins  o!> 

Management 

20 

1 

1070 

AUN  SEELENFREUND 

CA 

1G300 

40 

1400 

I0//2/J6 

NY 

DA  r...n..lt  'CO 

BA,  Cornell 

Mi,  Lornell  oU, 
PhD,  Stanford  '67 

Finonce 

17 

3 

/7U 

ALFRED  R.  CLANCY  III 

Ml 

1300 

36 

714 

3/14/38 

Ml 

AB,  Princeton  '60 

MBA,  Harvard  '62 

Finonce/Mktg 

30 

9 

537 

URCES  GROUP 

JOHN  A.  SCHUCHART 

NO 

367 

38 

472 

11/13/29 

NE 

BS  Neb./Omoho  '50 

Finance 

17 

12 

285 

STEVEN  C.  MASON 

OH 

4600 

76 

2300 

2/22/36 

Canada 

BS,  MIT '57 

Production 

35 

0 

414 

NTAINMENT  SERVICES 

MARTIN  J.  WYGOD 

NJ 

1800 

103 

4400 

2/1/40 

NY 

BS  NYU  '61 

Finonce 

15 

9 

459 

ERAL 

JOHN  STEWART  BRYAN  III 

VA 

586 

•62 

489 

5/4/38 

VA 

BA,  U.  ofVc.'60 

Journalism 

27 

2 

636 

ARE  AMERICA 

DONALD  E.  STEEN 

TX 

282 

38 

1100 

11/15/46 

NY 

BSU.ofMo.'68 

MS,  St.  Louis  '73 

Finonce 

11 

11 

514 

ABRAHAM  D.  GOSMAN 

MA 

113 

38 

749 

12/8/28 

MA 

BS,U.ofN.H.'49 

Health  core 

7 

7 

751 

C 

WILLIAM  W.  GEORGE 

MN 

1200 

162 

4400 

9/14/42 

Ml 

BS,  Go.  Tech '64 

MBA,  Harvard  '66 

Management 

4 

1 

712 

W    3200    280    2200    5/25/32  MA       AB,  Harvard '54         MBA,  Wharton '59  Banking/Adm     5    5  1177 

EXECUTIVE  TO  WATCH 

►  Proving  he's  more  than  just  a  workout  guy.  Five  years  after  chartering  a  new  bank  to  (dispose 
of  Mellon's  $  1.2  billion  in  doggy  real  estate  loans,  he's  pushing  earnings  growth  by  emphasizing 
fee-based  services,  deemphasizing  corporate  banking.  The  bank's  high-margin  focus  includes 
trust  management,  institutional  investment  management,  and  mutual-fund  administration.  Latest 
big  move:  $1.5  billion  acquisition  of  former  Shearson  money  manager  Boston  Co. 


STANLEY  P.  GOLDSTEIN 

NY 

9900 

347 

5000 

6/5/34 

Rl 

BS,  Wharton '55 

Marketing 

23 

6 

1297 

E  BANCORPORATION 

THOMAS  H.  JACOBSEN 

MO 

776 

67 

832 

10/15/39 

IL 

BS  Lake  Forest  '63 

MBA,  U.  of  Chicago '68 

Banking 

4 

4 

812 

E  BANKSHARES 

HENRY  FURLONG  BALDWIN 

MD 

512 

71 

874 

1/15/32 

MD 

AB,  Princeton  '54 

Finance 

36 

16 

648 

LE  STORES 

DAVID  L.  NICHOLS 

OH 

2500 

114 

1200 

9/1/41 

OH 

U.  of  Toledo 

Marketing 

29 

1 

451 

P.  ROY  VAGELOS 

NJ 

8600 

2100 

61200 

10/8/29 

NJ 

AB,  U.  ofPo,'50 

MD,  Columbia  P&S '54 

Research 

17 

7 

3344 

FINANCE 

JOHN  N.  BRINCAT 

IL 

116 

33 

1100 

4/7/36 

NY 

Finonce 

9 

9 

858 

BANCORP 

SAMUEL  A.  McCULLOUGH 

1% 

1200 

107 

1300 

11/10/38 

PA 

BS  Pittsburgh  '60 

Finonce 

17 

14 

835 

rNCH 

DANIEL  P.  TULLY 

NY 

12400 

696 

5600 

1/2/32 

NY 

BS,  St.  John's '53 

finonce 

37 

0 

3825 

-ROUND  ENTERPRISES 

MICHAEL  DENNIS  SULLIVAN 

MD 

761 

23 

787 

11/15/39 

IL 

BS,  Loyola  '61 

Finance 

18 

10 

401 

ED) 

ROBERT  G.  MILLER 

OR 

2700 

45 

656 

4/12/44 

MS 

Orange  Coast 

Mktg/Ops 

1 

1 

217 

STMENT 

WILLIAM  H.  LACY 

Wl 

294 

75 

1100 

1/2/45 

IL 

BBA,  U.  of  Wis. '68 

Marketing 

22 

5 

619 

ND 

ROBERT  RAY  MAXEY 

CA 

147 

■12 

718 

6/24/37 

MO 

Operations 

2 

2 

350 

NATIONAL 

ROBERT  J.  MYLOD 

Ml 

1100 

50 

713 

11/21/39 

NY 

BA,  St.  John's '61 

Finance 

8 

8 

459 

CHNOLOGY 

JOSEPH  L.  PARKINSON 

ID 

425 

5 

625 

8/6/45 

TX 

BA,  Columbio  '67 

JO,  Tulone  '71; 
LLM,  NYU  '72 

Legal 

14 

7 

975 

T 

WILLIAM  H.  GATES  111 

WA 

2800 

708 

19100 

10/28/55 

WA 

Harvard 

Technicol 

17 

17 

275 

GARRY  J.  SCHEURING 

NJ 

2000 

•543 

653 

6/13/39 

MN 

BS  Notre  Dome  '61 

MBA,  U.  of  Chicago '64 

Banking 

1 

1 

574 

tESOURCES 

MARK  W.  PUTNEY 

lA 

1000 

74 

941 

1/25/29 

lA 

BA,U.oflowa'51 

JD,  U.  of  Iowa '57 

Legal 

20 

8 

389 

JOHN  ALEXANDER  GILMARTIN 

MA 

748 

60 

800 

3/29/42 

NJ 

BS,  Penn  State  '65 

MBA,  Harvard  '67 

Finonce 

13 

6 

651 

&  MINING  &  MFG. 

LIVIO  D.  DESIMONE 

MN 

13300 

1200 

22000 

7/16/36 

Canada 

BS  McGill  '57 

Technical 

35 

1 

685 

A  POWER 

AREND  J.  SANDBULTE 

MN 

484 

75 

975 

12/9/33 

lA 

BSEE,  Iowa  State  '59 

MBA,  U.  of  Minn. '66 

Finance 

28 

4 

564 

ESORTS 

STEPHEN  A.  WYNN 

NV 

823 

45 

542 

1/27/42 

n 

BA,U.ofPa.'63 

Administration 

20 

20 

1500 

NERGY  &  DEVELOPMENT 

GEORGE  P.  MITCHELL 

TX 

874 

44 

891 

5/21/19 

IX 

BS  Tex.  A&M  '40 

Technical 

46 

33 

654 

MCIAL 

FRANK  P.  BRAMBLE 

MD 

2200 

-70 

943 

6/25/48 

MD 

BA,  Towson  State  '76 

Finance 

14 

1 

400 

ALLEN  E.  MURRAY 

VA 

56000 

1900 

25800 

3/5/29 

NY 

BS  NYU  '56 

Finonce 

40 

7 

2040 

FG. 

RICHARD  T.  SAVAGE 

Wl 

527 

28 

485 

10/5/38 

IL 

BS  Ohio  State  '61 

Production 

22 

2 

432 

■RATE  ELITE 
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HDQ 

SALES 

PROFITS  MKT  VAl 

TENURE 

COMPANY 

CfO 

IOC, 

SMIL 

SMIL. 

SMIL 

BORN 

PUCf 

COLLEGE  EDUCATION 

GRADUATE  STUDY 

CAREER  PATH  COMPANY 

CE 

MOIEX 

FREDcKKK  A.  KKtHBIEL 

IL 

708 

65 

1600 

6/2/41 

IL 

BA,  Lake  Forest  '63 

Georgetown,  Leicester 

Marketing 

28 

MONSANTO 

RICHARD  J.  MAHONEY 

MO 

8900 

296 

6700 

1/30/34 

MA 

8S,  U.  of  Moss. '55 

Ml(tg/Aam 

30 

MONTANA  POWER 

DANIEL  T.  BERUBE 

MT 

498 

106 

1300 

10/1/33 

MA 

BS,  U.  of  Wash. '64 

MS,  Mont.  Mineral  '71 

Technical 

28 

i  11.. 

MORGAN  (J.  P.) 

DENNIS  WEATHERSTONE 

NY 

10300 

1100 

11500 

11/29/30 

England 

Nortliweslern  Poly. 

finance 

40 

MORGAN  STANLEY  CROUP 

RICHARD  B.  FISHER 

NY 

6800 

475 

4000 

7/21/36 

PA 

AB,  Princeton  '57 

MBA,  Harvard  '62 

Finance 

on 

MORRISON 

SAMUEL  E.  BEALL  III 

AL 

969 

27 

610 

6/18/50 

TN 

U.  ofTenn. 

Retailing 

2] 

MORRISON  KNUDSEN 

WILLIAM  J.  AGEE 

ID 

2000 

35 

605 

1/5/38 

ID 

BS,  U..ofldalio'60 

MBA,  Harvard  '63 

Finonee/Mgmt 

4 

MORTON  li^iERNATIONAL 

CHARLES  STANLEY  LOCKE 

IL 

1900 

138 

2800 

3/5/29 

MS 

BA.U.ofMiss. '52 

MS,  U.  of  Miss. '55 

Finance 

17 
1/ 

i;i 

MOTO'iOLA 

GEORGE  M.C.  FISHER 

IL 

11300 

454 

11400 

11/30/40 

IL 

BS,  U.oflll.'62 

MS  '64/PhD  '66,  Brown 

Tech/Prodn 

16 

MULTIMEDIA 

WALTER  E.  BARTLETT 

SC 

524 

48 

911 

2/23/28 

OH 

AB,  Bowling  Green  '49 

Communs 

1/ 

MURPHY  OIL 

JACK  WRAY  McNUn 

AR 

1600 

■10 

1700 

9/7/34 

AR 

BS,  Harding  '56 

MBA,  Columbia  '57 

Finance 

MYLAN  LABORATORIES 

ROY  McKNIGHT 

PA 

132 

40 

1800 

3/13/21 

PA 

BS,  Princeton  '42 

Technical 

i; 

11 

Nalco  chemical 

WORLEY  H.  CLARK 

IL 

1200 

135 

2400 

6/18/32 

VA 

BS,  N.C.  State  '56 

Cleveland-Marshall 

Soies 

NATIONAL  CITY 

EDWARD  B.  BRANDON 

OH 

2600 

231 

2700 

9/15/31 

lA 

BS,  Northwestern  '53 

MBA,  Wharton '56 

Fin/Banking 

JO 

NATIONAL  FUEL  GAS 

BERNARD  JOSEPH  KENNEDY 

NY 

865 

49 

864 

8/16/31 

NY 

BA,  Niagara  '53 

JO,  U.  of  Mich. '58 

Legal 

"iA 

■Sh 

NATIONAL  HEALTH  LABORATORIES 

ROBERT  EUGENE  DRAPER 

CA 

604 

104 

2000 

12/12/36 

NY 

N.  Tex.  State,  Poce 

Mktg/Finonce 

01 
l\ 

NATIONAL  MEDICAL  ENTERPRISES 

RICHARD  KEITH  EAMER 

CA 

3800 

277 

2500 

2/13/28 

CA 

BS,  use  '55 

LIB,  use  '59 

Legui/neaim 

zJ 

NATIONAL  SEMICONDUGOR 

GILBERT  F.  AMELIO 

CA 

1700 

-150 

1200 

3/1/43 

NY 

BS,  Go.  Tech '65 

MS,  Go.  Tech '67 

Technicol 

£ 

NATIONAL  SERVICE  INDUSTRIES 

SIDNEY  KIRSCHNER 

GA 

1600 

32 

1200 

12/24/34 

Canada 

BS,N.M.Sch.  Mines '56 

Technitdl 

10 

NATIONSBANK 

HUGH  L.  McCOLL  JR. 

NC 

11600 

202 

11500 

6/18/35 

SC 

BS,  U.  of  N.C. '57 

Fin/Banking 

33 

NAVISTAR  INTERNATIONAL 

JAMES  C.  COTTING 

IL 

3500 

165 

470 

10/15/33 

MA 

BA,  Ohio  State '55 

Finance 

14 

NBD  BANCORP 

CHARLES  THOMAS  FISHER  III 

Ml 

2700 

293 

3600 

11/22/29 

Ml 

AB,  Georgetown  '51 

MBA,  Horvard  '53 

Finance 

34 

NCH 

LESTER  A.  LEVY 

TX 

671 

39 

563 

9/19/22 

TX 

U.  of  Tex. 

LLB,  U.  of  Tex. '43 

Legal 

46 

NEIMAN  MARCUS  GROUP 

ROBERT  J.  TARR  JR. 

MA 

1800 

9 

481 

12/7/43 

NY 

BS,  U.S.  Naval  Acad.  '66  MBA,  Harvard  '73; 

MA,  Tufts  '76 

Operations 

5 

NERCO 

LAWRENCE  E.  HEINER 

OR 

901 

83 

534 

8/24/38 

CO 

BS,U.  ofAlosko'61 

MS,  U.  ofAlosko  '66 

Technical 

0*) 

NEUTROGENA 

LLOYD  E.  COTSEN 

a 

231 

21 

514 

2/25/29 

MA 

AB,  Princeton  '50 

MBA,  Harvard  '57 

Marketing 

Jj 

NEVADA  POWER 

CHARLES  ALBERT  LENZIE 

NV 

546 

35 

704 

9/5/37 

IL 

BS,  U.  of  III. '60 

Finance 

Id 
It) 

NEW  ENGLAND  ELEGRIC  SYSTEM 

JOHN  W.  ROWE 

MA 

2100 

190 

2400 

5/18/45 

Wl 

BS,  U.  of  Wis. '67 

JO,  U.  of  Wis.  '70 

Legol 

A 
H 

NEW  PLAN  REALTY  TRUST 

WILLIAM  NEWMAN 

NY 

57 

40 

1100 

7/6/26 

NY 

BBA,CCNY'47 

Finonce 

jU 

31 

NEW  YORK  STATE  ELEQRIC  &  GAS 

JAMES  ANDREW  CARRIGG 

NY 

1600 

169 

2100 

4/17/33 

NY 

AAS,  Broome  Comm.  '58 

Adm/Ops 

NEW  YORK  TIMES 

ARTHUR  OCHS  SULZBERGER 

NY 

1700 

47 

2300 

2/5/26 

NY 

BA,  Columbia  '51 

Journalism 

ill 

NEWELL 

WILLIAM  ?.  SOVEY 

IL 

1100 

112 

3000 

8/26/33 

GA 

BS,  Go.  Tech  '55 

Production 

7 
/ 

NEWMONT  GOLD 

GORDON  RAE  PARKER 

CO 

573 

126 

4200 

12/2/35 

S.  Africa 

BS'58/MS '59 Mont.  Mines  MBA,  Cape  Town  '66 

Technical 

33 

ri 

NEWMONT  MINING 

GORDON  RAE  PARKER 

CO 

623 

94 

3000 

12/2/35 

S,  Africa 

BS'58/MS '59 Mont.  Mines  MBA,  Cape  Town '66 

Technical 

33 

m: 

NIAGARA  MOHAWK  POWER 

WILLIAM  J.  DONLON 

NY 

3400 

243 

2700 

1/28/30 

NY 

BS,  Sieno  '62 

Mktg/Ops 

44 

443 

NICOR 

RICHARD  G.  CLINE 

IL 

1500 

109 

1300 

2/17/35 

IL 

BS,U.of!lL'57 

DePoul 

Marketing 

7 

1 9' 

NIKE 

PHILIP  H.  KNIGHT 

OR 

3000 

287 

5300 

2/24/38 

OR 

BA,U.  of  Ore  '59 

MBA,  Stonford  '62 

Mktg/Fin/Prodn  23 

22-J)' 

NIPSCO  INDUSTRIES 

EDMUND  ARMIN  SCHROER 

IN 

1500 

I4i 

loUU 

2/14/28 

IN 

BA,Volparoiso'49 

JO,  Northwestern  '52 

Legal 

16 

NUoLt  ArrlLIAItj 

KUdCKI  ncLLCI 

UK 

Oik 
££0 

19 

834 

A  /IQ  /4C 
0/  10/ 4  J 

f\V 
Uft 

BS,U,of0klo.'73 

Finance 

17 

NORDSON 

WILLIAM  PAUL  MADAR 

OH 

388 

34 

952 

11/3/39 

OH 

BS,  Purdue  '61 

MBA,  Stanford  '65 

Prodn/Dist 

7 

NORDSTROM 

BRUCE  A.  NORDSTROM 

WA 

3200 

136 

2300 

10/1/33 

WA 

BA,U.  of  Wash. '56 

Marketing 

32 

EXECUTIVE  TO  WATCH 

►  Tfiis  upscale  retailer  fias  long  profitecJ  from  consensus-style  decision-making.  But  even  foL:i> 
ciiairmen  can't  always  outsmart  a  recession.  With  half  its  square  footage  in  economically  w  k 
California,  sales  are  barely  outpacing  inflation,  and  profits  have  fallen  16%  in  the  first  half  cr; 
year.  A  hard-driving  sales  style  creates  some  employee  friction  and  lawsuits,  still  unresoiveci^ 
Co-chair  Bruce  is  focused  on  testing  new  discount  outlets.  I 

NORFOLK  SOUTHERN  DAVID  R.  GOODE  VA  4500  30  7900  1/13/41  VA  AB,  Duke '62  JD,  Horvard  '65  Finance  27  Mk 

NORTHEAST  UTILITIES  WILLIAM  B.  ELLIS  0  2800  279  3500  7/4/40  MS  BS,  Carnegie-Mellon '62  PhD,  U.  of  Md. '66          Tech/Finance  16  M <k 

NORTHERN  STATES  POWER  JAMES  J.  HOWARD  MN  2200  207  2700  7/1/35  RA  BBA,  Pittsburgh '57      MS,  MIT '70  Operations  6  (Bfa 

NORTHERN  TRUST  DAVID  W.  FOX                        IL  1300  127  2000  8/29/31  IL  BS,  Noire  Dome '53      MBA,  U.  of  Chicogo '58      Finonce  37  M 

NORTHROP                               KENT  KRESA  CA  5700  268  1200  3/24/38  NY  BS,MIT'59  MS,  MIT '61  Technicol  17  :li 

NORWEST  LLOYD  PETER  JOHNSON  MN  4400  399  5400  5/1/30  MN  BA,  Corleton '52         MBA,  Stanford '54          Finance  8  i 

NOVACARE  JOHN  HALLEH  FOSTER  NY  152  20  1000  5/12/42  OH  BA,  Williams '64  MS,  Ohio  St. '65;  Finance  8  £S 
 MBA,  Amos  Tuck '67  

NOVELL  RAYMOND  J.  NOORDA  UT  640  162  7500  6/19/24  UT  BS,  U.  of  Utoh '49  Tech/Mktg       10  tk 

NUCOR  F.  KENNnn  IVERSON  NC  1500  65  2300  9/18/25  IL  BS,  Cornell '45  MS,  Purdue '47  Technical        30  iM^- 

NWNl  JOHN  G.  TURNER  MN  1300  47  482  10/3/39  MA  BA  Amherst '61  Insuronce        25    I  j 

NYNEX                                  WILLIAM  C.  FERGUSON              NY  13300  601  17000  10/26/30  Ml  AB,  Albion '52  Tech/Ops  40^  ■'}• 
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Franklin's 

PHILOSOPHY:  WITH 
MONEY  AND  FINANCIAL 
PLANNING,  PRUDENCE 
COMES  FIRST. 


The  company  that  bears  his 
name  is  an  estabHshed  leader 
in  offering  investors  tax-free 
mutual  funds. 

If  you  seek  high  current 
income  that  is  tax-free,  con- 
sider the  Franklin  New  York 
Insured  Tax-Free  Income 
Fund. 

It's  a  professionally  managed 
portfolio  of  municipal  bonds 
that  delivers: 

♦  Income  free  from  federal, 
state  and  New  York  City 
personal  income  taxes. ^ 
High  degree  of  credit 
safety. *  * 

The  investment  power  of 
tax-free  compounding. 
Call  Franklin  today. 


Yes!  I  would  like  a  free  prospectus  containing  more 
complete  information  on  the  Franklin  New  York 
Insured  Tax-Free  Income  Fund,  including 
charges  and  expenses.  I  will  read  it  carefully 
before  I  invest  or  send  money. 


I  am  currently  a  Franklin  shareholder. 


Name 


Address 


City/State/Zip 


Daytime  Phone 


B\VK92 
lfi64 


FRANKLIN     DISTRIBUTORS,  INC. 


Member  .863  Billion  Franklin  Group  of  Funds* 


.500  Fifth  Avenue,  New  York.  NY  10110 


tFor  investors  subject  to  the  federal  alternative  minimum  tax,  a  small  portion  of  the  income  may  be  subject  to  such  tax. 
t  f  The  insurance  relates  only  to  the  payment  of  principal  and  interest  on  the  securities  in  the  portfolio  and  does  not  remove  market  risks  to 
share  price  or  insure  the  value  of  the  snares.  The  terms  of  the  insurance  are  more  fully  described  in  the  prospectus,  and  no  representation 
is  made  as  to  any  insurer's  ability  to  meet  its  commitments.  The  fund's  shares  are  not  insured  by  any  state  or  U.S.  government  agency. 
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COMPANY 

CEO 

loc' 

SMIL 

SMIL 

SMIL 

BORN 

PWCE 

COLLEGE  EDUCATION 

GRADUATE  StUOV 

CAREER  PATH 

COMPANY 

CEol 

Occidental  petroleum 

RAY  R.  IRANI 

CA 

10100 

379 

6100 

1/15/35 

Lebanon 

BS,Anieriton(Lebonon)'53  PhO,USC'57 

R&D 

9 

2 

OFFICE  DEPOT 

DAVID  1.  FUENTE 

FL 

1300 

14 

1600 

9/10/45 

IL 

BS,  Purdue '67 

MS,  Purdue  '69 

Marketing 

5 

OGDEN 

R.  RICHARD  ABLON 

NY 

1600 

58 

845 

10/7/49 

NY 

BA,  Boston  U.  '71 

Ops/Mktg 

21 

2 

OGDEN  PROJEQS 

R.  RICHARD  ABLON 

NJ 

364 

53 

672 

10/7/49 

NY 

BA,  Boston  U.  '71 

Ops/Mktg 

21 

2 

OHIO  CASUALTY 

JOSEPH  LARUE  MARCUM 

OH 

1700 

108 

1100 

7/2/23 

OH 

AB,  Aniioch  '47 

MBA,  Miami  (Ohio)  '65 

Marketing 

45 

4 

OHIO  EDISON 

JUSTIN  T.  ROGERS  JR. 

OH 

2400 

273 

3300 

8/4/29 

OH 

AB,  Princeton  '51 

JD,U.ofMich,'54 

Legol/Adm 

34 

13 

OKLAHOMA  GAS  &  ELEGRIC 

JAMES  G.  HARLOW  JR. 

OK 

1300 

134 

1400 

5/29/34 

OK 

BS,  U.dfOI(la,'57 

U.ofOklo. 

Finance 

32 

17 

OLD  KENT  FINANCIAL 

JOHN  C.  CANEPA 

Ml 

862 

93 

1200 

8/26/30 

MA 

AB,  Horvord  '53 

MBA,  NYU  '60 

Finance 

20 

10 

OLD  REPUBLIC  INTERNATIONAL 

ALDO  CHARLES  ZUaRO 

IL 

1400 

131 

1000 

4/2/39 

Fronce 

BS,  Queens  '62 

Finance 

16 

2 

OLIN 

JOHN  W.  JOHNSTONE  JR. 

a 

2300 

•13 

836 

11/19/32 

NY 

BA,  Horlwick  '54 

Marketing 

13 

5 

OLSTEN 

FRANK  N.  LIGUORI 

NY 

843 

15 

481 

7/2/46 

NY 

BS,  St.  Francis '69 

Finance 

21 

l1 

OMNICOM  GROUP 

BRUCE  CRAWFORD 

NY 

1200 

57 

967 

3/16/29 

MA 

BS,  Wharton '52 

Advertising 

3 

3I 

ORACLE  SYSTEMS 

LAWRENCE  JOSEPH  ELLISON 

CA 

1200 

62 

2500 

8/17/44 

NY 

BS,U.o(Chicogo'65 

Technical 

15 

isl 

ORANGE  &  ROCKLAND  UTILITIES 

JAMES  F.  SMITH 

NY 

732 

45 

527 

5/15/36 

MA 

BS,  Bentley'56 

Finance 

28 

13| 

ORYX  ENERGY 

ROBERT  P.  HAUPTFUHRER 

n 

1500 

19 

1800 

12/31/31 

PA 

BA,  Princeton  '53 

MBA,  Harvard  '57 

Finance/Ops 

35 

41 

OVERSEAS  SHIPHOLDING  GROUP 

MORTON  PETER  HYMAN 

NY 

411 

55 

518 

1/9/36 

NY 

BA,  Cornell  '56 

LLD,  Cornell '59 

Legal 

23 

21 1 

OWENS-CORNING  FIBERGLAS 

GLEN  H.  HINER 

OH 

2800 

515 

1400 

7/22/34 

WV 

BS,WVo.  U. '57 

PhD,WVa.U. '90 

Marketing 

1 

l| 

OWENS-ILLINOIS 

JOSEPH  H.  LEMIEUX 

OH 

3500 

•10 

1300 

3/2/31 

Rl 

BS,  Bryant '57 

Production 

35 

2J 

Paccar 

CHARLES  M(GEE  PIGOTT 

WA 

2300 

40 

1800 

4/21/29 

WA 

BS,  Stanford  '51 

Tech/Prodn 

36 

25 1 

PACIFIC  ENTERPRISES 

WILLIS  B.  WOOD  JR. 

a 

6600 

-81 

1400 

9/15/34 

MO 

BS,  U.  ofTulso'57 

Technical 

32 

l| 

PACIFIC  GAS  &  ELEGRIC 

RICHARD  A.  CLARKE 

a 

9800 

1000 

13800 

5/18/30 

a 

AB,  Col/Berkeley '52 

JD,U.ofCQlif.'55 

Legal 

37 

6l 

PACIFIC  TELECOM 

CHARLES  E.  ROBINSON 

WA 

724 

90 

959 

12/3/33 

AR 

Operations 

32 

7I 

PACIFIC  TELESIS  GROUP 

SAM  L.  GINN 

CA 

9900 

1000 

17700 

4/3/37 

AL 

BS,  Auburn  '59 

Technical 

32 

4I 

EXECUTIVE  TO  WATCH 

►  Former  basketball  guard  is  going  on  the  offensive.  He's  proposing  to  split  up  his  Baby  Bell 
con  invest  more  freely  in  unregulated  businesses  such  as  cellular  and  long-distance  service.  I 
wonder  he  wants  a  new  game:  Earnings  growth  has  limped  along  for  three  years  straight.  Nl 
year,  the  company  faces  its  first  competition  from  AT&T,  MCI,  and  Sprint,  which  begin  offerin 
toll  calls  within  its  region.  His  last  thrust,  overseas  cellular  and  paging,  has  yet  to  pay  off. 


PACIFICARE  HEALTH  SYSTEMS 

TERRY  0.  HARTSHORN 

CA 

1300 

26 

823 

3/12/45 

UT 

BS,  UCLA '66 

MPH,  UCLA '68 

Heolih  care 

16 

16  3 

7 

PACIFICORP 

ALFRED  M.  GLEASON 

OR 

4000 

507 

6000 

4/4/30 

KS 

U.  of  Ore. 

Finonce/Adm 

43 

4  1 

PAGING  NETWORK 

GEORGE  M.  PERRIN 

166 

-9 

716 

11/15/45 

Ml 

BA,U.  of  Mich. '67 

MBA,  U.  of  Mass. '71 

Administration 

11 

" ! 

PAINEWEBBER  GROUP 

DONALD  B.  MARRON 

NY 

3200 

151 

928 

7/21/34 

NY 

Boruch 

finance 

27 

12  i 

1 

PALL 

MAURICE  G.  HARDY 

NY 

657 

80 

2300 

5/23/30 

England 

BME,  Merchant  Ventures '49 

Technical 

32 

3> 

PANHANDLE  EASTERN 

DENNIS  R.HENDRIX 

2500 

85 

1900 

1/8/40 

IN 

BS,  U.  ofTenn.'62 

MBA,  Go.  State  '67 

Finance 

2 

2 

PARAMETRIC  TECHNOLOGY 

STEVEN  C.  WALSKE 

MA 

45 

10 

1000 

3/26/52 

NM 

BA,  Princeton  '74 

MBA,  Harvard  '78 

Management 

6 

6 

PARAMOUNT  COMMUNICATIONS 

MARTIN  S.  DAVIS 

NY 

3900 

122 

5100 

2/5/27 

NY 

CCNY,  NYU 

Morketing 

35 

10 

ISti 

PARKER  HANNIFIN 

PAUL  G.  SCHLOEMER 

OH 

2400 

59 

1400 

7/29/28 

OH 

BS,U.  of  Cincinnati '51 

MBA,  Ohio  State '55 

Tech/Prodn 

35 

9 

PAYCHEX 

B.  THOMAS  GOLISANO 

NY 

137 

10 

504 

11/14/41 

NY 

AAS,  Alfred  State  Tech. '62 

Soles 

21 

21 

PENN  CENTRAL 

CARL  HENRY  LINDNER 

OH 

1700 

63 

928 

4/22/19 

OH 

Entrepreneur 

10 

6 

sad 

PENNEY  (J.C.) 

WILLIAM  R.  HOWELL 

TX 

17300 

264 

8000 

1/3/36 

OK 

BBA,  U.  ofOkla.'58 

Morketing 

34 

9 

PENNSYLVANIA  POWER  &  LIGHT 

JOHN  T.  KAUFFMAN 

PA 

2600 

348 

4200 

8/17/26 

NJ 

BS,  U.S.  Merc.  Marine '46; 
BS,  Purdue  '50 

Technical 

42 

2 

PENNZOIL 

JAMES  LEONARD  PATE 

TX 

2500 

•42 

2100 

9/6/35 

IL 

AB,  Monmouth  '63 

MBA,  Indiana  '64 

Finance 

17 

3 

PEOPLES  ENERGY 

RICHARD  EDWARD  TERRY 

IL 

1100 

69 

1000 

7/7/37 

Wi 

BA,  St.  Norbert'59 

LLB,U.ofWis.'64 

Legol 

20 

2 

PEP  BOYS-MANNY,  MOE  &  JACK 

MITCHELL  G.  LEIBOVITZ 

PA 

1000 

39 

1400 

5/11/45 

PA 

AB,  Temple  '66 

MEd  '71/MBA  '73,  Temple 

Finance 

14 

3 

■joc 

PEPSICO 

WAYNE  CALLOWAY 

NY 

19600 

1100 

30400 

9/12/35 

NC 

BBA,  Woke  Forest '59 

Finance 

26 

6 

Ire 

PERKIN-ELMER 

GAYNOR  N.  KELLEY 

a 

874 

•3 

1000 

5/12/31 

n 

Delehonty  Inst. 

Production 

42 

2 

cais 

PERRIGO 

MICHAEL  J.  JANDERNOA 

Ml 

281 

12 

1100 

Age  41 

BBA,  U.  of  Mich. '72 

Finance 

13 

7 

■esa 

PET 

MILES  L.  MARSH 

MO 

1800 

104 

1800 

7/28/47 

S.  Africa 

BS,  Cope  Town  '70 

MBA,  Cope  Town  '73; 
PhD,  Northwestern  '76 

Management 

3 

2 

Je 
m 

PETRIE  STORES 

MILTON  PETRIE 

NJ 

1400 

16 

1100 

8/5/2 

UT 

Entrepreneur 

60 

60 

PFIZER 

WILLIAM  C.  STEEREJR. 

NY 

7000 

722 

26400 

6/17/36 

Ml 

BA,  Stonford  '59 

Marketing 

33 

1 

■•'m 

PHELPS  DODGE 

DOUGLAS  C.  YEARLEY 

AZ 

2400 

273 

3300 

1/7/36 

IL 

BS,  Cornell  '58 

Tech/Prodn 

32 

■It 

PHH 

ROBERT  D.  KUNISCH 

MD 

1900 

50 

601 

7/7/41 

a 

BS,  NYU  '63 

Marketing 

21 

i. 

PHILADELPHIA  ELEGRIC 

JOSEPH  F.  PAOUEHE  JR. 

PA 

4000 

535 

5700 

8/24/34 

MA 

BS,  Yale '56 

Temple 

Finance 

36 

4| 

PHILIP  MORRIS 

MICHAEL  A.  MILES 

NY 

48100 

3900 

73100 

6/22/39 

IL 

BS,  Northvuestern  '61 

Marketing 

3 

11; 

PHILLIPS  PETROLEUM 

C.  J.  SILAS 

OK 

12600 

98 

7400 

4/15/32 

FL 

BS,  Go.  Tech  '54 

Tech/Mktg/Prodn 

39 

7* 

PHM 

WILLIAM  J.  PULTE 

Ml 

1200 

43 

672 

5/16/32 

Ml 

Administration 

36 

2? 
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THE  CORPORAj! 

e  challenge; 

)  KEEP  POLLUTANTS  FROM 
)ULING  UP  THE  ATMOSPHERE 
iD  POLLUTION  CONTiBlS 
)ULING  UP  PERFOnriNCE. 


theon's  United  Engineers  & 
istructors  (UE&C)  has  tlie  know-how 
elp  companies  cost  effectively  plan 
ad  for  clean  air  compliance. 

'orld's  industries  are  hard  at  work  cleaning  up.  But 
have  to  work  harder.  Because  all  over  the  world  clean 
lulations  will  only  get  stricter. 

eon's  UE&C  is  ready  for  any  clean  air  challenge 
[ure  may  hold.  In  all  areas  of  manufacturing  -  steel, 
cals,  pharmaceuticals,  food  processing,  petroleum 
ies  and  power  generation  -  UE&C  projects,  large  or 
are  marked  by  cost  effective,  innovative  engineering 
onstruction. 

;ample,  we're  helping  such  clients  as  the  operating 
anies  of  Allegheny  Power  System  and  the  Tennessee 
Authority  install  emission  control  "scrubbers." 


Our  goal:  minimum  downtime  for  operations. 

We're  always  looking  over  the  horizon.  Because  what  passes 
for  clean  air  today,  won't  tomorrow.  All  over  the  world,  the 
rules  will  only  get  stricter.  And  those  who  don't  plan  ahead, 
can  only  fall  behind. 

Send  us  more  challenges. 

The  same  "can-do"  spirit  that  makes  Raytheon  a  leader  in 
energy  and  environmental  services  is  also  the  driving  force 
behind  our  proven  performance  in  defense,  electronics, 
aviation  and  appliances. 
We  thrive  on  challenges.  Send  us  more. 


Raytheon 


WE  THRIVE  ON  CHALLENGES 


THE  CORPORATE  ELITE 


HDQ 

SALES 

PROFITS 

MKT  VAL. 

TENURE 

:m 

COMPANY 

t!0 

LOC 

SMIL 

SMIL 

SMIL 

BOfiK 

PUCE 

COLLEGE  EDUCATION 

GRADUATE  STUDY 

CAREER  PATH  COMPANY 

c 

PIEDMONT  NATURAL  GAS 

JOHN  HOWAKD  mAXnclM 

NC 

412 

21 

483 

10/4/34 

lA 

BS,  lowo  State '58 

Technical 

14 

1 

311 

PINNACLE  WEST  CAPITAL 

niAUftDn  runt 

RICHARD  SNELL 

AZ 

1500 

-307 

1700 

11/26/30 

AZ 

BA,  Stonford  '52 

JD,  Stanford  '54 

Finonce/Legal 

19 

S3- 

PIONEER  HI-BRED  INTERNATIONAL 

THOMAS  N.  URBAN 

lA 

1100 

104 

2500 

5/26/34 

lA 

AB,  Harvard  '56 

MBA,  Harvard  '60 

Morketing 

32 

1 

U 

PITNEY  BOWES 

OcORuE  D.  HAKVfcT 

CT 

3300 

288 

5200 

4/7/31 

CT 

BS,  Wharton  '54 

Fin/Mgml 

36 

Kllli 

PITTSTON 

JOSEPH  CHRISTOPHER  FARRELL 

CT 

1900 

•29 

523 

9/27/35 

MA 

BS,  Nonheoslern  '58 

MBA,  Horvord  '63 

Finonce/Prodn 

9 

6t. 

PITTWAY 

KING  W.  HARRIS 

IL 

982 

26 

485 

4/10/43 

MN 

BA,  Horvard '65 

MBA,  Harvard  '69 

Marketing 

21 

PNC  FINANCIAL 

TLi mi  a  r  iirtinv  /\mnir&i 

THOMAS  HENRY  0  BRIEN 

Rft 

4500 

390 

5600 

1/16/37 

PA 

BS,  Notre  Dame '58 

MBA,  Harvard  '62 

finance 

30 

POLAROID 

ISRAEL  MacALLISTER  BOOTH 

MA 

2100 

684 

1600 

12/7/31 

GA 

BS,  Cornell  '55 

MBA,  Cornell  '58 

Tech/Ops 

34 

POLICY  MANAGEMENT  SYSTEMS 

G.  LARRY  WILSON 

SC 

415 

48 

1600 

7/31/46 

NC 

BS,  U.  of  S  C. '68 

MBA,  U.  of  S  C. '70 

Tech/Mktg 

26 

1 

PORTLAND  GENERAL 

KEN  L.  HARRISON 

OR 

890 

■8 

875 

10/14/42 

CA 

BS,  Ore.  State  '64 

MA,  Ore.  Slote  '66 

Finance 

18 

POTIATCH 

RICHARD  BLAINE  MADDEN 

CA 

1200 

56 

1300 

4/27/29 

NJ 

BS,  Princeton '51 

JD,U.ofMich.'56; 
MBA,  NYU  '59 

Finonce/Prodn 

21 

2 

POTOMAC  ELECTRIC  POWER 

rr\t>fa  nr\  rnakiuiiai  aa  it^i  in  i 

EDWARD  FRANKLIN  MITCHELL 

DC 

1600 

210 

3000 

12/23/31 

VA 

BEE,  U.ofVo. '56 

MEA,  Geo.  Washington  '60  Technical 

36 

PPG  INDUSTRIES 

VINCENT  A.  SARNI 

PA 

5700 

201 

6800 

7/11/28 

NJ 

BS,  U.  of  R.I.  '49 

NYU 

Morketing 

24 

PREMARK  INTERNATIONAL 

WARREN  L.  BATTS 

IL 

2800 

102 

1100 

9/4/32 

VA 

BS,  Go.  Tech  '61 

MBA,  Harvard  '63 

Administrotion 

19 

PREMIER  INDUSTRIAL 

MORTON  L.  MANDEL 

OH 

637 

75 

2000 

9/19/21 

OH 

Cose  Western  Reserve 

Adminislration 

52 

2 

PRICE 

RORFRT  FDWARD  PRICF 

LA 

□ouu 

lOUU 

LA 

BA,  Pomona  '64 

Marketing 

17 

1 

PRICE  (T.  ROWE)  ASSOCIATES 

GEORGE  J.  COLLINS 

MD 

205 

30 

601 

7/31/40 

n 

BA,  VMI  '62 

MBA,  American  '70 

Finance 

21 

PRIMERICA 

SANFORD  1.  WEILL 

NY 

6600 

479 

4800 

3/16/33 

NY 

BA,  Cornell '55 

Finance 

6 

( 

EXECUTIVE  TO  WATCH 

►  Ttiis  bottom-fisher  just  sank  a  second  hook  into  the  insurance  business,  with  a  27%  stake  ir 
capital-starved  Travelers  Corp.  His  next  buy  will  likely  be  a  brokerage  firm  to  bolster  Primeri 
Smith  Barney.  After  all,  he's  the  man  who  assembled  Shearson  from  smaller  brokerages  ant 
it  to  American  Express  for  a  bundle.  In  May,  the  chain-smoker-turned-lollipop-sucker  came  ci ; 
to  cutting  a  deal  with  General  Electric  to  buy  Kidder  Peabody— but  they  couldn't  agree  on  pi: 


PROCTER  &  GAMBLE 

EDWIN  LEWIS  ARTZT 

OH 

27000 

1800 

32700 

4/15/30 

NY 

BS,U  otOre.'Sl 

Marketing 

39 

PROGRESSIVE 

PETER  BENJAMIN  LEWIS 

OH 

1500 

33 

1300 

11/11/33 

OH 

BA,  Princeton  '55 

Marketing 

37 

21 

PROMUS 

MICHAEL  D.  ROSE 

TN 

1000 

30 

1100 

3/2/42 

OH 

BBA,  Cincinnati  '63 

JD,  Harvard  '66 

Legal/Ops 

18 

1 

PROVIDENT  LIFE  &  ACCIDENT 

WINSTON  W.  WALKER 

IN 

2800 

117 

1200 

10/19/43 

Ml 

BA,Tulane'65 

PhD,  U.  of  Go. '69 

Finance 

IB 

PSI  RESOURCES 

JAMES  E.  ROGERS  JR. 

IN 

1100 

29 

994 

9/20/47 

AL 

BBA,U.  ofKy.'70 

JD,U.ofKy.'/4 

Lego! 

4 

PUBLIC  SERVICE  CO.  OF  COLORADO 

DELWIN  D.  HOCK 

CO 

1800 

150 

1600 

1/19/35 

CO 

BS,  U.  of  Colo. '56 

Finance 

30 

PUBLIC  SERVICE  CO.  OF  NEW  MEXICO  JOHN  T.  ACKERMAN 

NM 

857 

23 

564 

8/12/41 

OH 

BS,U.ofN.M.'68 

MA,  N.M,  Stole  '71 

Technical 

21 

PUBLIC  SERVICE  ENTERPRISE  GROUP 

E.  JAMES  FERLAND 

NJ 

5100 

572 

6300 

3/19/42 

MA 

BS,  U.  of  Me. '64 

MBA,  New  Haven  '76 

Tech/Finonce 

6 

PUGET  SOUND  BANCORP 

WILLIAM  W.  PHILIP 

WA 

500 

49 

808 

10/26/26 

WA 

U.  of  Wash. 

Banking 

42 

2 

PUGET  SOUND  POWER  &  LIGHT 

RICHARD  ROBERT  SONSTELIE 

WA 

957 

133 

1500 

3/31/45 

Canada 

BS,  U.S.  Mil.  Acad. '66 

MS,  MIT '68 

Tech/Finonce 

18 

Quaker  oats 

WILLIAM  DEAN  SMITHBURG 

11 

5500 

236 

4400 

7/9/38 

IL 

BS,  DePoul  '60 

MBA,  Northwestern  '61 

Mktg/Finance 

26 

1 

QUALITY  food  CENTERS 

STUART  M.  SLOAN 

WA 

395 

21 

665 

10/27/43 

NY 

BA,U.ofWash.'66 

Retailing 

6 

QUANTUM 

WILLIAM  J.  MILLER 

CA 

1100 

47 

619 

8/28/45 

ND 

BS,U.ofMinn.'67 

JD,  U.  of  Minn. '70 

Legal 

1 

QUESTAR 

R.  D.  CASH 

UT 

632 

63 

975 

6/27/42 

TX 

BS,  Tex.  Tech '66 

Technicol 

16 

1 

OVC  NETWORK 

JOSEPH  M.  SEGEL 

PA 

922 

22 

599 

1/9/31 

PA 

BS,  Wharton '51 

Marketing 

6 

Ralston  purina 

WILLIAM  P.  STIRITZ 

MO 

7400 

392 

4900 

7/1/34 

AR 

BS,  Northwestern  '58 

MA,  St.  Louis '68 

Marketing 

28 

1 

RAYCHEM 

ROBERT  JOSEPH  SALDICH 

CA 

1300 

-23 

1300 

6/7/33 

NY 

BS,  Rice  '56 

MBA,  Harvard  '61 

Technical 

29 

RAYTHEON 

DENNIS  J.  PICARD 

MA 

9300 

592 

6000 

8/25/32 

Rl 

BBA,  Northeostern  '62 

Technical 

37 

READ-RITE 

CYRIL  JEAN  YANSOUNI 

a 

177 

23 

687 

6/11/42 

Egypt 

BS,  U.  of  Louvoin  '65 

MS,  Stanford  '67 

Technical 

2 

READER'S  DIGEST  ASSOCIATION 

GEORGE  V.  GRUNE 

NY 

2300 

209 

5900 

7/18/29 

NY 

BS,  Duke '52 

U.  of  Flo. 

Soles/Mktg 

32 

REEBOK  INTERNATIONAL 

PAUL  FIREMAN 

MA 

2700 

235 

2400 

2/14/44 

MA 

Boston  U. 

Mktg/Soles/fin 

13 

2 

RELIANCE  ELECTRIC 

JOHN  C.  MORLEY 

OH 

1500 

34 

532 

Age  61 

Ml 

BA,  Yale '54 

MBA,U.  of  Mich. '58 

Finance 

12 

1 

REPUBLIC  NEW  YORK 

WALTER  HERMAN  WEINER 

NY 

2500 

227 

2300 

8/29/30 

NY 

BA,U.  of  Mich. '52 

JD,U.ofMich.'53 

Legal 

13 

1  ' 

REYNOLDS  METALS 

RICHARD  G.  HOLDER 

VA 

5700 

154 

3300 

9/13/31 

TN 

BA,Vonderbih'53 

Marketing 

34 

RHONE-POULENC  RORER 

ROBERT  E.  CAWTHORN 

PA 

3800 

327 

7300 

9/28/35 

England 

BA,  Cambridge '59 

Tech/Adm 

10 

RITE  AID 

ALEX  GRASS 

PA 

3700 

124 

1900 

8/3/27 

PA 

LLB,  U.  offla.'49 

Legal/Mgmt 

39 

3 

RJR  NABISCO  HOLDINGS 

LOUIS  V.  GERSTNER  JR. 

NY 

15000 

368 

10100 

3/1/42 

NY 

BA,  Dorlmouth  '63 

MBA,  Harvard  '65 

Consult/Mgnt 

3 

0 

ROADWAY  SERVICES 

JOSEPH  MARK  CLAPP 

OH 

3200 

127 

2300 

7/29/36 

NC 

BS,  U  ofN.C.'SB 

Sales 

25 

ROCHESTER  GAS  &  ELECTRIC 

ROGER  W.  KOBER 

NY 

853 

58 

779 

5/2/33 

NY 

BME,  Clorkson  '55 

ME,  RIT  '83 

Technical 

27 

ROCHESTER  TELEPHONE 

RONALD  L.  BIHNER 

NY 

703 

73 

1000 

12/10/41 

PA 

BA,  Muhlenberg  '63 

MBA,  Rochester  '78 

Marketing 

29 

ROCKWELL  INTERNATIONAL 

DONALD  R.  BEALL 

CA 

11900 

601 

5700 

11/29/38 

CA 

BS,  Son  Jose  Stole '60 

MBA,  Pittsburgh  '61 

Finance/Tech 

25 

R0H.1  &  HAAS 

J.  LAWRENCE  WILSON 

PA 

2800 

163 

3600 

3/2/36 

MS 

BS,Vanderbih'58 

MBA,  Harvard  '63 

Finance/Adm 

27 

ROLLINS 

R.  RANDALL  ROLLINS 

GA 

476 

31 

696 

11/5/31 

GA 

U.  of  Del. 

Administration 

33 

ROLLINS  ENVIRONMENTAL  SERVICES 

JOHN  W.  ROLLINS  SR. 

DE 

221 

26 

776 

8/24/16 

GA 

ICS 

Entrepreneur 

24 
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THECORPOffE 


YOUR  FIRM 
ARRIVES  IN 
THIS  BOX 


A  corporate  gift  expresses  more  than 
J~  JL  gratitude.  It  speaks  volumes  about 
your  firm.  ♦  For  154  years,  firms  have 
expressed  themselves  in  words  only  a 
Tl^^an\'  blue  bo.x  can  say.  Tifiany  gifts  have 
passed  from  CEOs  to  clients,  brom 
managements  to  staffs.  They  are  bestowed 
by  ever^'one  who  prizes  stability  over  caprice, 
substance  over  veneer.  And  wht)  u  ishes  to 
send  this  message  in  a  gift  that  is  cherished 
forever.  ♦  To  receive  a  brochure,  or  learn 
more  about  the  rewards  of  a  TifFcinv  &  Co. 
coiporate  account,  call  800-423-2394. 

Tiffany  &  Co. 


THE  CORPORATE  ELITE 


HOQ 

SALES 

PROFITS 

MKT  VAL 

TENURF 

COMPANY 

CEO 

IOC 

SMIL. 

SMIL 

SMIL 

BORN 

PLACE 

COLLEGE  EDUCATION 

GRADUATE  STUDY 

CAREER  PATH 

COMPANY 

CECioyi 

ROUSE 

MATHIAS  J.  DtVITO 

MD 

573 

2 

616 

8/23/30 

NJ 

BA,U.ofMd.'54 

LIB,  U.  afMd.'56 

Legal 

24 

13 

8(1 

ROWAN 

C  ROBERT  PALMER 

272 

■39 

501 

12/15/34 

IX 

BSME,  SMU  '57 

MSE,  SMU  '66 

Technical 

39 

21 

m 

RPM 

THOMAS  CHRISTOPHER  SULLIVAN 

OH 

500 

32 

724 

7/8/37 

OH 

BS,  Miami  U.  (Ohio) '59 

Marketing 

31 

21 

K 

RUBBERMAID 

WALTER  WHITE  WILLIAMS 

OH 

1700 

163 

4900 

5/17/34 

NY 

BS,  Ulica  (Syracuse)  '61 

Marketing 

5 

1 

82/ 

RUSSELL 

JOHN  C.  ADAMS 

AL 

805 

57 

1300 

2/18/39 

SC 

BTE,  Go.  Tech '60 

Marketing 

16 

0 

25/ 

n  iHn  J  rHifiiLi  jicMiv  nuujcj 

f HARI  F<:  n  WAY 

5(; 

299 

23 

497 

J/ 1//  jj 

EnQlond 

DC  riamtnn  '7^^ 
Dj,  LlclTljOn  /  J 

Finance 

13 

3 

15: 

MITCHFI  ANTHnNY  RIIRN^ 
nil  1  v.nLL  Mn  1  nun  1  Duniij 

p[ 

5100 

66 

1700 

11/1/47 

11/  1/  HZ 

NV 
lit 

Dj,  Diiynun)  luuny  oh 

mda,  lai/DerKeiey  oj 

Finance 

18 

10 

li 

Safeco 

ROGER  H.  EIGSTI 

WA 

3200 

260 

3200 

4/17/42 

WA 

BS,  llnfield  '64 

Finance 

20 

1 

36 

SAFETY-KLEEN 

DONALD  W.  8RINCKMAN 

IL 

695 

52 

1700 

3/17/31 

IL 

BS,  Northwesletn  '54 

MBA,  Northwestern  '59 

Marketing 

33 

24 

SAFEWAY 

PETER  ALDEN  MAGOWAN 

CA 

15100 

79 

1300 

4/5/42 

NY 

A8,  Stanford  '64 

MA,  Oxford  '66 

Retailing 

25 

13 

SALOMON 

ROBERT  E.  DENHAM 

NY 

33800 

507 

4200 

8/27/45 

TX 

BA,U.  of  Tex. '66 

MA  '68/JO  '7\  Horvard 

Legal 

1 

0 

SAN  DIEGO  GAS  &  ELEQRK 

THOMAS  ALEXANDER  PAGE 

CA 

1800 

208 

2800 

3/24/33 

NY 

BS,  Purdue  '55 

MS,  Purdue  '63 

Tech/Finance 

14 

11 

SANTA  FE  ENERGY  RESOURCES 

JAMES  L  PAYNE 

TX 

380 

19 

596 

3/7/37 

11 

BS,  Colo.  Mines '59 

MBA,  Golden  Gate  '74 

Technicol 

10 

2 

SANTA  FE  PACIFIC 

ROBERT  D.  KREBS 

IL 

2400 

96 

2100 

5/2/42 

a 

BA,  Slonford  '64 

MBA,  Harvard  '66 

Finance 

26 

5 

SARA  LEE 

JOHN  H.  BRYAN 

IL 

12400 

535 

13100 

10/5/36 

MS 

BA,  Rhodes '58 

Finance/Ops 

24 

18 

SCANA 

LAWRENCE  M.  GRESSEHE  JR. 

SC 

1100 

143 

1800 

2/23/32 

SC 

BS,  Clemson  '54 

LLB,U.ofS.C.'59 

Legal 

10 

3 

SCECORP 

JOHN  E.  6RYS0N 

a 

7500 

745 

10400 

7/24/43 

NY 

BA,  Stanford  '65 

JD,  Yale  law '69 

legal 

9 

2 

SCHERER  (R.P.) 

ALEKSANDAR  ERDEUAN 

Ml 

338 

-1 

727 

4/23/50 

Yugoslavia 

BSC,  U.  of  Belgrade '74 

MBA,  IMD,  Lousonne  '83 

Production 

14 

3 

SCHERING-PLOUGH 

ROBERT  P.  LUCIANO 

NJ 

3600 

646 

12400 

10/9/33 

NY 

BBA,  CCNY  '54 

JD,  U.  of  Mich. '58 

Legal/Adm 

14 

11 

)i.nLUMDtKuicK 

D.  cUAN  BAIKD 

NY 

olUU 

olo 

lolUU 

7/IO/j/ 

MOiland 

DA,  lamDrioge  6U 

Technical 

32 

6 

SCHULMAN  (A.) 

TERRY  LEE  HAINES 

OH 

736 

42 

960 

8/5/46 

OH 

U.  of  Akron 

Morketing 

27 

2 

SCHWAB  (CHARLES) 

CHARLES  R.  SCHWAB 

CA 

795 

49 

926 

7/29/37 

a 

BS,  Stanford  '59 

MBA,  Stanford  '61 

Finonce 

18 

18 

EXECUTIVE  TO  WATCH 

►  The  uncertain  stock  market  has  him  in  a  bitof  a  funk.  A  steep  drop-off  in  troding  this  year  ■) 
eat  into  stupendous  195%  profit  gains  in  1991.  Worse  still,  competition  from  the  likesof  Quii  A 
Reilly  and  Fidelity  has  pushed  Schwab  into  costly  new  programs,  such  as  no-fee  individual 
retirement  accounts  and  mutual  funds.  He's  fighting  back  with  offerings  such  as  o  touch-tone 
trading  service.  Customers  wfio  trade  automatically  by  using  ttieir  phones  get  a  10%  discou 


SCIENTIFIC-ATLANTA 

WILLIAM  EDWARD  JOHNSON 

GA 

494 

1 

613 

6/23/41 

MN 

BA,  Yale '63 

MBA,  Harvard  '68 

Consulting 

6 

6 

SCIMED  LIFE  SYSTEMS 

DALE  ALLEN  SPENCER 

MN 

184 

34 

734 

5/2/45 

ME 

BS,  U.  of  Me. '67 

MBA,  Southern  III.  '73 

Soles/Mktg 

12 

6 

scon  PAPER 

PHILIP  E.  LIPPINCOn 

PA 

5000 

-70 

2800 

11/28/35 

NJ 

BA,  Dartmouth  '57 

MBA,  Mich.  Stole  '64 

Mklg/Adm 

33 

11 

SCRIPPS  (E.W.) 

LAWRENCE  A.  LESER 

OH 

1300 

65 

1800 

5/15/35 

OH 

BSBA,  Xavier  '57 

Finance 

25 

7 

SCRIPPS  HOWARD  BROADCASTING 

LAWRENCE  A.  LESER 

OH 

349 

16 

475 

5/15/35 

OH 

BSBA,Xavier'57 

Finance 

25 

0{j 

SEAGATE  TECHNOLOGY 

ALAN  F.  SHUGART 

CA 

2900 

63 

995 

9/27/30 

CA 

BS,  U.  ofRedlands'51 

Tech/Prodn 

13 

13| 

SEARS,  ROEBUCK 

EDWARD  A.  BRENNAN 

11 

57200 

1300 

15500 

1/16/34 

11 

BS,  Marquette  '55 

Reloiling 

36 

7| 

1 

SENSORMATIC  ELEGRONICS 

RONALD  G.  ASSAF 

Fl 

239 

25 

676 

6/2/35 

OH 

U.  of  Akron 

Marketing 

26 

\m 

SERVICE  CORP.  INTERNATIONAL 

ROBERT  LYNN  WALTRIP 

TX 

643 

73 

1300 

1/10/31 

TX 

BA,U.  of  Houston '54 

Entrepreneur 

30 

m 

SERVICE  MERCHANDISE 

RAYMOND  ZIMMERMAN 

IN 

3400 

76 

935 

4/4/33 

TN 

U.  of  Miami,  Memphis  St. 

Marketing 

32 

]]': 

SHAW  INDUSTRIES 

ROBERT  E.  SHAW 

GA 

1600 

33 

1600 

8/18/31 

GA 

U.  of  the  South 

Administration 

32 

25:1/ 

SHAWMUT  NATIONAL 

JOEL  BARNES  ALVORD 

n 

2300 

-171 

1400 

11/29/38 

0 

AB,  Dartmouth  '60 

MBA,  Amos  Tuck  '61 

Finonce 

30 

6 

SHERWIN-WILLIAMS 

JOHN  GERALD  BREEN 

OH 

2500 

128 

2500 

7/21/34 

OH 

BS,JohnCorroll'56 

MBA,  Cose  V^eslern  '61 

Production 

14 

14 

SHONEY'S 

LEONARD  H.  ROBERTS 

IN 

990 

38 

913 

2/19/49 

11 

BS,  U.  of  III, '71 

JD,  DePoul  '74 

Morketing 

3 

\ 

SIERRA  PACIFIC  RESOURCES 

AUSTIN  W.  STEDHAM 

NV 

469 

46 

495 

12/25/28 

KS 

BS,  Kan.  Slate '52 

Technical 

8 

'i 

SIGMA-ALDRICH 

C.  THOMAS  CORI 

MO 

589 

80 

2400 

8/13/36 

MO 

BS,  U.  of  Wis. '59 

PhD,  Wash.  U.  (Mo.) '69 

Technical 

21 

13 

I 

SIGNET  BANKING 

ROBERT  M.  FREEMAN 

VA 

1300 

-26 

1000 

5/10/41 

VA 

BS,  U,  ofVa.'63 

Finance 

21 

1 

SILICON  GRAPHICS 

EDWARD  R.  Mccracken 

CA 

550 

33 

1300 

12/24/43 

lA 

BSEE,  Iowa  Stale  '66 

MBA,  Stanford  '68 

Marketing 

8 

f 

SMITH'S  FOOD  &  DRUG  CENTERS 

JEFFREY  P.  SMITH 

UT 

2200 

45 

869 

2/20/50 

UT 

Utah  Stole 

Retailing 

30 

SMUCKER  (J.M.) 

PAUL  H.  SMUCKER 

OH 

483 

34 

871 

4/21/17 

OH 

BS,  MiomiU.(0hio)'39 

Finance 

53 

2/ 

'i 

SNAP-ON  TOOLS 

ROBERTA.  CORNOG 

Wl 

938 

73 

1400 

5/7/40 

PA 

BS,  III.  Tech '61 

MBA,  U.  of  Chicago '66 

Production 

1 

.i 

SOCIETY 

ROBERT  W.  GILLESPIE 

OH 

2700 

76 

3400 

3/26/44 

OH 

AB,  OhioWesleyan'66 

MBA,  Cose  Western '68 

Banking 

25 

1 

SONAT 

RONALD  L.  KUEHN  JR. 

Al 

1400 

78 

1800 

4/6/35 

NY 

BS,  Fordhom  '57 

LIB,  Fordhom  '64 

legal 

22 

( 

j| 

SONOCO  PRODUGS 

CHARLES  W.  COKER 

SC 

1700 

95 

2000 

5/10/33 

SC 

BA,  Princeton  '55 

MBA,  Harvard  '57 

Production 

35 

T, 

1] 

SOTHEBY'S  HOLDINGS 

MICHAEL  L.  AINSLIE 

NY 

222 

13 

695 

5/12/43 

TN 

BA,Vanderbih'65 

MBA,  Horvord  '68 

Adminislrollon 

8 

ij 

SOUTHERN 

EDWARD  L.  ADDISON 

GA 

8100 

984 

11800 

2/13/30 

SC 

BS,  U.  of  S  C. '50 

Technical 

39 

< 

SOUTHERN  INDIANA  GAS  &  ELEQRIC 

RONALD  GILBERT  REHERMAN 

IN 

323 

39 

503 

8/14/35 

IN 

BS,  Evansville  '58 

MBA,  Ind.  State  '67 

Technical 

32 

SOUTHERN  NEW  ENGLAND  TEL. 

WALTER  H.  MONTEITH  JR. 

a 

1600 

126 

2100 

9/19/30 

MA 

BA,  Amherst '52 

Mktg/Finonce 

38 

( 

SOUTHLAND 

CLARK  J.  MAHHEWS  II 

TX 

7600 

-74 

743 

10/1/36 

KS 

BA,  SMU  '59 

JD,SMU  '61 

legal 

27 

SOUTHTRUST 

WALLACE  D.  MAIONE  JR. 

Al 

933 

90 

1100 

8/3/36 

Al 

BS,  U.  ofAlo.'57 

MBA,  Wharton  '60 

Finance 

33 

3 

SOUTHWEST  AIRLINES 

HERBERT  D.  KELLEHER 

TX 

1300 

27 

2100 

3/12/31 

NJ 

BA,  Wesleyon  '53 

LIB,  NYU  '56 

Legal 

25 

1^ 

•lilil 
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fo  Play  A  Dominant  Role  In  Global  Business 


The  First  Step  is  Education. 


THUNDERBIRD 

The  American  Graduate  School  Of  International  Management 


Dominance  equates  to  winning. 
^X'inning  equates  to  leadership.  For 
i6  years  The  American  Graduate 
School  of  International 
Vlanagement  has  been  the  leader  in 
idvanced  global  education.  The 
M.I.M.  —  Master  of  hiternational 
Vlanagement  —  is  one  reason  why 
we  enroll  more  full-time  international 
business  graduate  students  than  all 
other  international  business  programs 
:ombined.  It  is  also  why  over  9000 
worid-class  multinational  private  and 
public  organizations  have 
mUNDERBIRDS  as  employees 

Diversity  is  part  of  the  heart  and 
soul  of  THUNDERBIRD.  Our  campus 
is  an  international  community  with  a 
student  body  representing  more 


than  60  countries.  THUNDERBIRD 

faculty  have  lived,  worked  and 
taught  throughout  the  world  with 
30%  from  countries  outside  the 
United  States. 

•  THUNDERBIRD  offers  more 
specialized  global  business  courses 
than  any  other  institution  in  the 
world. 

•  Over  200  organizations  have 
utilized  THUNDERBIRD  on-campus 
and  in-house  for  their  EXECUTIVE 
EDUCATION  needs. 

•  THUNDERBIRD  designs 
advanced  management  programs  on 
subjects  such  as  international 
marketing,  finance,  strategy  and 
cross-cultural  communications  which 
are  offered  throughout  the  year. 


More  than  an  M.B.A.,  the  M.I.M. 
provides  a  unique  competitive  edge 
for  your  company  or  for  yoLir  own 
career  —  domestic  or  foreign. 
Wherever  you  seek  to  compete,  you 
owe  it  to  younself  to  learn  more 
about  THUNDERBIRD  and  its  Master 
of  International  Management  degree. 

There's  a  world  of  difference. 


THUNDERBIRD 

THE  AUTHORITY 
ON  GLOBAL  EDUCATION 


Office  of  Information  and  Communication  •         North  S4tli  .Axenne  •  Glendale,  .\rizona  8S306  •  b01-97H-''\U  •  Fax;  602-978-8238 

MEMBER  OE  AACSB 


THE  CORPORATE  ELITE 


COMPANY 


CEO 


HDQ  SALES  PROFITS  MKT  »Al 
IOC     SMIL     SMIL  SMIL 


COLLEGE  EDUCATION 


CAREER  PATH   COMPANY  CEH 


SOUTHWESTERN  BELL 


EDWARD  E.  WHITACRE  JR. 


MO  9300  1200  20200     11/4/41  TX 


BS,  Tex.  Tech '64 


Technicol 


SOUTHWESTERN  PUBLIC  SERVICE       BILL  D.  HELTON 


n     725    115    1400     9/6/38  R 


BSEE,  Tex.  Tech  '64 


Technical 


35  2: 


SPIEGEL 


JOHN  J.  SHEA 


IL    2000     17     663      3/1/38  NJ 


BS,  LoSolle  '59 


MS,  U.  of  Pittsburgh '60  Marketing 


SPRINGS  INDUSTRIES 


WALTER  Y.  ELISHA 


SC    1900     27      711    12/10/32  IN 


BA,  Wabash  '54 


MBA,  Harvard  '65 


Mktg/Adm 


13  II 


SPRINT 


WILLIAM  T.  ESREY 


KS    8800   368    5000     1/17/40  PA 


BA,  Denison  '61 


MBA,  Harvard  '64 


Finance 


13  7i 


ST.  JOE  PAPER 


WINFRED  UMOHE  THORNTON      FL     582  28 


7/9/28  NC 


MS,  VMI'50 


Technical 


25  1 


ST.  JUDE  MEDICAL 


LAWRENCE  A.  LEHMKUHL 


MN  210 


1500     6/3/37  lA 


BA,U.of  Iowa '62 


Northwestern 


Finance/Ops 


ST.  PAUL 


DOUGLAS  W.  lEATHERDALE 


MN  4400    405    3200     12/6/36  Canada    BA,  United '57 


Finance 


21  2:^ 


STANDARD  FEDERAL  BANK 


THOMAS  R.  RICKETTS 


Ml     874  66 


616 


3/4/31 


BBA,U.ofMich.'53      JD,  U.  of  Mich. '56 


Banking 


36  191 


STANDARD  REGISTER 


JOHN  K.  DARRAGH 


OH    694     33     481    10/22/29  OH 


BS,  Ariz.  Stole  '59 


Ariz.  Slate 


Finance/Ops     18  9' 


STANHOME 


ALEJANDRO  DIAZ  VARGAS 


MA     710     45     679    10/28/44  PR 


,U.  of  PR. '66  Inter-American 


Soles/Mgml     20  T' 


STANLEY  WORKS 


RICHARD  H.  AYERS 


n 


95    1800    10/12/42  MA  BS,MIT'65 


MS,  MIT  '65 


Prodn/Ops       21  5: 


STAPLES 


THOMAS  GEORGE  STEMBERG 


MA    547      8     556     1/18/49  NJ 


AB,  Harvard  '71 


MBA,  Horvord  '73 


Marketing 


7  n 


STAR  BANC 


OLIVER  W.  WADDELL 


OH    659     66     865    12/27/30  KY 


BA,  Duke  '54 


LLB,U.ofKy.'57 


Banking 


STATE  STREET  BOSTON 


MARSHALL  N.  CARTER 


MA    1400    139    2800    4/23/40  VA 


BS,  U.S.  Mil.  Acad. '62    MS,  USN  Poslgrod. '70; 

MA,  Geo.  Washington  '76 


Finance 


STEWART  &  STEVENSON  SERVICES      BOB  H.  O'NEAL 


Va     686     36     925     10/6/34  TX 


,  EoslTex.  Stole '55 


MonogemenI 


STONE  CONTAINER 


ROGER  WARREN  STONE 


IL    5400    -49     1200     2/16/35  IL 


BS,  Whorton'57 


Mktg/Ops 


35  13li 


STOP  &  SHOP 


LEWIS  G.  SCHAENEMAN  JR. 


MA  5000     32     655      4/5/31  MA 


BS,  Cornell  '52 


MBA,  Horvord '56 


Marketing 


26  3!': 


STORAGE  TECHNOLOGY 


RYAL  ROBERT  POPPA 


CO    1600     93    1200     11/7/33  ND 


BS,  ClorenionlMcKenna'57 


Marketing 


STRATUS  COMPUTER 


WILLIAM  E.  FOSTER 


MA    449  50 


4/20/44  CA 


BA,  Son  Jose  Stole '66    MS '69/MBA '74, 
Sonto  Cloro 


Technical 


13  13' 


STRIDE  RITE 

ERVIN  R.  SHAMES 

MA 

574 

66 

1000 

7/6/40 

lA 

BSBA,U.ofFlo.'62 

MBA,  Harvard  '66 

Marketing 

2 

2 

STRYKER 

JOHN  WILFORD  BROWN 

Ml 

365 

33 

1600 

9/15/34 

TN 

BS,  Auburn '57 

Administration 

16 

16 

STUDENT  LOAN  IWARKETING  ASSN. 

LAWRENCE  A.  HOUGH 

DC 

3300 

345 

6200 

4/4/44 

Wl 

BS,  Stanford  '66 

MS,  MIT '72 

Finonce 

19 

2 

SUN 

ROBERT  H.  aMPBELL 

PA 

10200 

-132 

2700 

6/11/37 

PA 

BCE,  Princeton  '59 

MS,  Cornegie-Meilon  '61; 
MS,  MIT '68 

Technical 

32 

SUN  MICROSYSTEMS 

scon  G.  McNEALY 

a 

3200 

190 

2500 

11/13/54 

IN 

BA,  Horvord  '76 

MBA,  Stanford  '80 

Production 

li 

SUNDSTRAND 

HARRY  C.  STONECIPHER 

IL 

1700 

109 

1200 

5/16/36 

TN 

BS,  Tenn.  Poly.  '60 

Technicol 

6 

^ 

SUNTRUST  BANKS 

JAMES  B.  WILLIAMS 

GA 

3400 

371 

5200 

3/21/33 

TN 

AB,  Emory  '55 

Finance 

37 

2 

SUPERIOR  INDUSTRIES  INTL. 

LOUIS  L.  BORICK 

CA 

273 

18 

515 

Age  68 

MN 

U.  of  Minn. 

Technical 

35 

35 

SUPERVALU 

MICHAEL  W.  WRIGHT 

MN 

10600 

208 

1900 

6/13/38 

MN 

BA  U.  of  Minn.  '61 

LLB,  U.  of  Minn. '63 

Legal 

16 

11 

SURGICAL  CARE  AFFILIATES 

JOEL  C.  GORDON 

TN 

170 

21 

961 

1/5/29 

KY 

BS,U.ofKy.'51 

Mklg/Mgmt 

10 

IC 

SYBASE 

MARK  6.  HOFFMAN 

a 

159 

7 

562 

11/9/46 

MN 

BS,  U.S.  Mil.  Acad. '69 

MBA.U.  of  Ariz. '79 

Finonce 

B 

8 

SYNERGEN 

JON  S.  SAXE 

CO 

14 

7 

1100 

7/17/36 

NY 

BS,  Carnegie-Mellon  '57 

JD,  Geo.  Woshinglon  '60; 
LLM,  NYU  '84 

Legol 

■) 

3 

SYNOPTICS  COMMUNICATIONS 

ANDREW  K.  LUDWICK 

CA 

248 

27 

691 

10/30/45 

OH 

BA,  Horvord '67 

MBA,  Horvord  '69 

Marketing 

7 

/ 

SYNOVUS  FINANCIAL 

JAMES  HUBERT  6LANCHARD 

GA 

488 

41 

878 

7/22/41 

GA 

B6A,U.ofGo.'63 

LLB,  U.  of  Go. '65 

Bonking 

2/ 

6 

SYNTEX 

PAUL  E.  FREIMAN 

CA 

1800 

424 

6800 

7/23/34 

NY 

BS,  Fordhom  '55 

Morkeling 

30 

SYSCO 

JOHN  F.  WOODHOUSE 

TX 

8200 

154 

4600 

11/30/30 

DE 

BA,Wesleyon'53 

MBA,  Harvard  '55 

Finonce 

23 

T*  MEDICAL 

JOSEPH  C.  ALLEGRA 

GA 

142 

35 

1100 

12/5/48 

PA 

AB,  Temple  '70 

MD,  Penn.Sl./Hershey 

Medicine 

5 

TAMBRANDS 

MARTIN  FREDERICK  C.  EMMEH 

NY 

661 

79 

2400 

8/30/34 

S.  Africo 

BS,  U  Witwotersrond  '57  MBA  Queen's  (Conodo)  '62 

Morkeling 

3 

TANDEM  COMPUTERS 

JAMES  G.  TREY6IG 

CA 

1900 

35 

1200 

9/28/40 

TX 

BA'63/BSEE'64,  Rice 

MBA,  Slonford  '68 

Mktg/Finance 

18 

la 

TANDY 

JOHN  V.  ROACH 

TK 

4700 

206 

1600 

11/22/38 

TX 

BA,  TCU  '61 

MBA,  TCU  '65 

Marketing 

25 

TCA  CABLE  TV 

ROBERT  M.  ROGERS 

TX 

127 

8 

509 

8/31/26 

MO 

William  Jewell 

Technicol 

38 

38 

TECO  ENERGY 

TIMOTHY  L.  GUZZLE 

FL 

1200 

149 

2300 

11/4/36 

lA 

BS'58/MS'59,U.ofOkla. 

PhD,  TCU '65 

Technicol 

5 

TECUMSEH  PRODUaS 

TODD  WESLEY  HERRICK 

Ml 

1200 

43 

678 

11/29/42 

Ml 

BA,  Notre  Dome '67 

Tech/Prodn 

20 

TEKTRONIX 

JEROME  J.  MEYER 

OR 

1300 

20 

566 

2/18/38 

MN 

BA,U.ofMinn.'60 

Technicol 

2 

TELE-COMMUNICATIONS 

JOHN  C.  MALONE 

CO 

3800 

■102 

8000 

3/7/41 

n 

BS,  Yole  '63 

MS,  NYU '65;  MS '64/ 

Tech/Finance 

19 

PhD  '67,  Johns  Hopkins 
EXECUTIVE  TO  WATCH 

►  Will  cable  rereguioHon  be  his  undoing?  Losses  are  already  substantial,  and  fhey  could  g 
worse  if  rereg  bill,  witfi  some  rate  controls,  becomes  law.  Many  customers  won't  weep  forti 
company,  which  has  relied  heavily  on  fee  increases  to  help  finance  a  relentless  acquisition  s  »> 
He's  unfazed,  having  gone  i.ito  debt  to  add  new  systems  ond  embark  on  ventures  into  medi 
technologies.  A  recent  deal:  interactive  television  in  a  joint  venture  with  IBM. 


TH^OYNE 

WILLIAM  PHILIP  RUTLEDGE 

CA 

3200 

-25 

1100 

1/6/42 

PA 

BS,  Lofoyette  '63 

MS,  Geo.  Washington  '67 

Production 

7  ; 

6 

TELEFLEX 

LENNOX  KINGMAN  BLACK 

PA 

480 

30 

549 

3/27/30 

Conoda 

BC,  McGill  '52 

Mklg/Finonce 

34  2i 

TELEPHONE  &  DATA  SYSTEMS 

LEROY  T.  CARLSON  JR. 

IL 

354 

21 

1400 

9/27/46 

IL 

BS,  Horvord  '68 

MBA,  Horvord  '71 

Finance 

18  ( 

TEMPLE-INLAND 

CLIFFORD  J.  GRUM 

TX 

2500 

138 

2600 

12/12/34 

lA 

BA  Austin  '56 

MBA,Whorton'58 

Fin/Publish 

24  ' 
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THE  CORPORA 


your  meiids 


inifo  slick  ItaJiaii  suits, 


)CO's  Fm 
JiiAasisnsl  Income  Ftanc 


suiit 


it  seems  that  great  i 
on  INVESCO's  Kivmc  J 
Intlustrial  Inoome  RmJ  are 
oonnmg  m  Ijy  tine  lnoat  loaA 
Investor  s  Bwsimess  Daily, 
Lipper,  Don  Rowe  s  Mufcual 
RjumI  Aitlyisor,  ami  US.  News 
&  'WorM  Report  are  amoiiiig 
aji  ever  growmg  nnumJuer  of 
putiicatioinis  gmng  oiir 
perfomiMunice  a  rouumliier  one 
raiAkg.  AnA  PORTUNE 
mnagazmne  calletl  tlie  ImimI  "a 
stellar  equity  moome  plaj^r. 

Great  perfonnnance. 
MoJerate  nsk.  Tkat's  pnoLaLly 
wlky  Mommgstar,  Inc.  said,  "If 
you  oouJitl  only  invest  m  one 
mutual  fundi,  growtL-entkusiast 
Knancial  InJustriaJ  Inoome 
Kind  would  lie  a  great  clioioe. 

So  if  you  re  plaimmg  on  a 
life  tlkat  s  smootli  sailing,  malse 
tkat  clkoioe  and  call  for  infoi^ 
mafion  on  INVESCO's 
Financial  Industrial  Inoome 
Kind  today. 


Financial  Industrial  Inoome  Fund 

AnnuiilizalRcturnThmiijSh.linic.TO,  IW2 


One  Year 

17.04% 

Three  Year 

17.01% 

Five  Year 

13.40% 

Ten  Year 

19.26% 

INVESCO 

FUNDS  GROUP  INC 


Just  one  of  tlie 
smart  ckoices  you  ve  made. 

1=800=5)26-8085. 


iessDailyrankedtheFund#loftheirtop25incomefundsforl989-199lllpperrankedtheFund#loutof52equilyincomefundsforthethree-y  Mutual  FundAdvisorrankedtheFundW  of  44  incomefunds 

iended  1/31/92.  U.S.  News  and  World  Report  rankingbasedupon  Kanon,Bloch,  Carre  in  which  the  Fund'soverall  performance  was  #1  out  of  S6equiiy  income  hjndsduring  one,  three,  five  and  lOyearpenodsended 5/51/92,  Ofcourse, 
:e  is  no  guarantee  of  future  results.  Total  return  assumes  reinvestment  of  all  dividends  and  capital  gains.  Investment  return  and  principal  value  wUI  fluctuate  so  that,  when  redeemed,  shares  may  be  wordi  more  or  less  ttian  their  origmai 
omplete  information,  including  management  fees  and  expenses,  call  for  a  prospectus  Read  the  prospectus  carefully  before  you  invest  or  send  money 


THE  CORPORATE  ELITE 


HOQ     SALES  PROFITS  MKI.VAl  _IE!!!!M_m5 

mnm  ceo  loc    smil.  smil    smil.      born     pmcE     college  educaiion  graduaie  siudy  career  path  company  celw 

TX   13700   -674    4900      7/8/42   NY        BA,  Stonford '64         LLB,Yale'69  ManogemenI      1    1  Sit 

EXECUTIVE  TO  WATCH 

►  Hired  to  work  turnaround  magic,  he  wangled  a  remarkable,  if  painful,  restructuring  his  fir 
year  on  the  job  by  slashing  jobs  and  selling  assets.  Giant  conglomerate  is  in  the  black  for  no 
but  the  onetime  U.  S.  attorney  must  pull  another  rabbit  out  of  his  hat.  Company  is  awash  in  d  t, 
and  its  Case  division  still  faces  fierce  rivals  and  a  slumping  farm  industry.  Recession  squeezir 
other  divisions,  too..  He's  pushing  to  boost  productivity  and  cut  more  costs  across  the  board 


TEXACO 

JAMES  W.  KINNEAR 

NY 

37300 

1300 

16600 

3/21/28 

PA 

BS,  U.S.  Navol  Aead.'SO 

Morketing 

38 

6( 

TEXAS  INSTRUMENTS 

JERRY  R.JUNKINS 

n 

6800 

■409 

3400 

12/9/37 

lA 

BS,  Iowa  State '59 

MS,  SMU  '68 

Production 

33 

7 

TEXAS  UTILITIES 

JERRY  S.  FARRINGTON 

TX 

4900 

■288 

9100 

7/7/34 

TX 

BBA,  U.  North  Tex. '55 

MBA,  U.  North  Tex. '58 

Adminislralion 

35 

6 

TEXTRON 

JAMES  F.  HARDYMON 

Rl 

7800 

300 

3200 

11/11/34 

KY 

BS,  U.DfKy.'56 

MS,  U.  ofKy.'SB 

Mklg/Tech 

3 

1 

THERMO  ElEQRON 

GEORGE  NICHOLAS  HATSOPOULOS 

MA 

805 

47 

1000 

1/7/27 

Greece 

BS'49/MS'50,  MIT 

ME  '54/ScD  '56,  MIT 

Technicol 

36 

36 

THERMO  INSTRUMENT  SYSTEMS 

ARVIN  H.  SMITH 

NM 

339 

25 

735 

5/16/29 

TX 

BS,T(U'59 

Technical 

22 

6 

THOMAS  &  BETTS 

T.  KEVIN  DUNNIGAN 

NJ 

566 

48 

1200 

1/31/38 

Canada 

AB,  Loyolo  '71 

Marketing 

30 

8 

TIDEWATER 

JOHN  PETER  LABORDE 

LA 

547 

26 

866 

11/5/23 

LA 

BS,  LSU  '47 

JD,  LSU  '49 

Administration 

36 

36, 

TIME  WARNER 

GERALD  M.  LEVIN 

NY 

12000 

■99 

10000 

5/6/39 

PA 

BA,  Hoverford  '60 

LLB,U,ofPa.'63 

Legal 

3 

'1 

EXECUTIVE  TO  WATCH  I 

►  Having  a  wild  ride  at  the  helm.  Became  co-CEO  in  February  after  the  ouster  of  Nicholas  J 
Nicholas  Jr.  Then  he  took  fierce  flak  for  refusing  to  pull  Cop  Killer,  an  inflammatory  rap  sonc, 
Warner  artist  Ice-T.  More  controversy  looms  with  a  sexually  explicit  book  and  movie  by  || 
Madonna,  another  Warner  star.  Has  rescheduled  heavy  debt  payments,  but  the  Time  Inc.  I 
veteran  still  must  establish  himself  in  the  absence  of  ailing  Chairman  Steven  J.  Ross.  I 


TIMES  MIRROR 

ROBERT  F.  ERBURU 

CA 

3600 

82 

4400 

9/27/30 

CA 

BA,  use  '52 

JD,  Harvard '55 

Legal 

31 

11 

■ 

TIMKEN 

JOSEPH  F.  TOOT  JR. 

OH 

1600 

■36 

823 

Age  56 

AB,  Princeton '  57 

MBA,  Harvard  '61 

Production 

30 

0 

TJX 

BERNARD  CAMMARATA 

MA 

2800 

70 

1500 

2/7/40 

NY 

Morketing 

15 

3 

TOOTSIE  ROLL  INDUSTRIES 

MELVIN  J.  GORDON 

IL 

208 

27 

771 

1/1/19 

MA 

AB,  Harvard '41 

MBA,  Harvard  '43 

Management 

30 

30 

TOPPS 

ARTHUR  I  SHORIN 

NY 

309 

54 

783 

6/10/35 

NY 

BS,  NYU  '58 

Marketing 

35 

13 

TORCHMARK 

RONALD  K.  RiCHEY 

AL 

1900 

246 

3500 

6/16/26 

KS 

BA,  Washburn  '49 

LLB,  Washburn  '51 

Legal 

29 

8 

TOSCO 

THOMAS  D.  O'MALLEY 

n 

2000 

75 

665 

1/20/41 

NY 

BS,  Monhottan  '63 

Trading 

3 

3 

TOYS  R'  US 

CHARLES  P.  LAZARUS 

NJ 

6100 

340 

10400 

10/4/23 

DC 

Entrepreneur 

44 

44 

TRANSAMERICA 

FRANK  C.  HERRINGER 

CA 

6800 

99 

3400 

11/12/42 

NY 

AB,  Dartmouth  '64 

MBA,  Amos  Tuck  '65 

Administration 

14 

1 

TRANSATLANTIC  HOLDINGS 

MAURICE  RAYMOND  GREENBERG 

NY 

623 

71 

855 

5/4/25 

NY 

Cert.,  U.  of  Miami '48 

LLB,  NY  Low  '50 

Insurance 

6 

6! 

I 

TRANSCO  ENERGY 

JOHN  P.  DesBARRES 

TX 

2700 

■167 

507 

7/8/39 

MA 

AB,  Worcester  JC '60 

Marketing 

1 

1 

TRAVELERS 

EDWARD  H.  BUDD 

n 

11400 

307 

2300 

4/30/33 

OH 

BS,  Tufts '55 

Insurance 

37 

11 

TRIBUNE 

CHARLES  T.  BRUMBACK 

IL 

2000 

142 

2700 

9/27/28 

OH 

AB,  Princeton  '50 

U.  of  Toledo 

Finance 

11 

2 

TRINITY  INDUSTRIES 

W.  RAY  WALLACE 

TX 

1200 

22 

655 

3/25/23 

LA 

BS,  La,  Tech  '44 

ManogemenI 

46 

34 

TRINOVA 

DARRYL  F.  ALLEN 

OH 

1700 

■184 

681 

9/7/43 

Ml 

BA,  Mich.  Slate  '65 

MBA,U.  of  Mich. '66 

finance 

20 

6 

TRITON  ENERGY 

WILLIAM  1.  LEE 

TX 

228 

■96 

1200 

10/8/26 

NC 

U.olOklo. 

Technical 

26 

26' 

b 

TRW 

JOSEPH  T.  GORMAN 

OH 

7900 

■140 

3500 

10/1/37 

IN 

BA,Kenl  Stole '59 

LLB,  Yale  '62 

Legal/Mgml 

24 

4£ 

9 

t 

TURNER  BROADCASTING  SYSTEM 

ROBERT  EDWARD  TURNER 

GA 

1500 

43 

3600 

11/19/38 

OH 

Brown 

Commons 

29 

291 

20th  CENTURY  INDUSTRIES 

LOUIS  WILLIAM  FOSTER 

CA 

907 

104 

1200 

3/9/13 

Ml 

BA,  Stonford  '35 

Marketing 

34 

34  j 

ii 

TYCO  LABORATORIES 

L.  DENNIS  KOZLOWSKI 

NH 

3100 

117 

1500 

11/16/46 

NJ 

BS,  Selon  Holl  '68 

Seton  Hall 

Finance 

17 

0 

TYCO  TOYS 

RICHARD  EARL  GREY 

NJ 

549 

19 

475 

12/17/34 

IL 

BS,  UCU'56 

Marketing 

34 

191 

k 

TYSON  FOODS 

LELAND  E.  TOLLETT 

AR 

3900 

145 

2900 

1/21/37 

AR 

BS,  U.  of  Ark. '58 

MS,  U.  of  Ark. '59 

Prodn/Ops 

34 

Ij 

Ual 

STEPHEN  M.  WOLF 

IL 

11700 

■332 

2600 

8/7/41 

CA 

BA,  Son  Froncisco  Si.  '65 

Marketing 

5 

5^ 

k 

UGI 

JAMES  A.  SUnON 

PA 

709 

26 

583 

6/29/34 

IN 

BS,  Purdue '57 

Monogement 

10 

71 

k 

UJB  FINANCIAL 

T.  JOSEPH  SEMROD 

NJ 

1300 

22 

885 

12/13/36 

OK 

BS,U,ofOkla.'58 

LLB,  U.  ofOklo.'63 

Banking 

11 

11 

UNIFI 

WILLIAM  T.  KRETZER 

NC 

1100 

63 

1500 

7/5/46 

PA 

BA,  N.C.  Slote  '68 

Marketing 

21 

7 

UNION  BANK 

TAISUKE  SHIMIZU 

CA 

1600 

93 

817 

4/8/36 

Japan 

AB,  U-  of  Tokyo '59 

Finonce 

7 

2\ 

UNION  CAMP 

R.  EUGENE  CARTLEDGE 

NJ 

3000 

125 

3000 

6/12/29 

fl 

BS,U.ofAlo.'52 

Mktg/Soles 

36 

7^ 

iiH 

UNION  CARBIDE 

ROBERT  DELMONT  KENNEDY 

n 

4900 

■116 

1800 

11/8/32 

PA 

BS,  Cornell  '55 

Marketing 

37 

'i 

UNION  ELEGRIC 

WILLIAM  E.  CORNELIUS 

MO 

2200 

322 

3800 

9/6/31 

UT 

BS,  U.  of  Mo. '53 

MA,  Wash.  U,  (Mo.) '83 

Finonce 

30 

UNION  PACIFIC 

DREW  LEWIS 

PA 

7000 

64 

10700 

11/3/31 

PA 

BS,  Hoverford  '53 

MBA,  Horvord  '55 

Finance 

6 

50 

UNION  TEXAS  PETROLEUM 

A.  CLARK  JOHNSON 

TX 

977 

280 

1500 

12/7/30 

PA 

BA,  Hoverford  '52 

MBA,  Wharton '54 

Morketing 

24 

8,8 

UNISYS 

JAMES  A.  UNRUH 

PA 

8700 

■1393 

1600 

3/22/41 

ND 

BS,  Jamestown  '63 

MBA,U.  of  Denver '64 

Finance 

11 

25 

UNITED  ASSET  fAANAGEMENT 

NORTON  HERBERT  REAMER 

MA 

227 

25 

516 

9/21/35 

NY 

AB,  Union '58 

MBA,  Horvord  '60 

Finance 

12 

12  6 

UNITED  HEALTHCARE 

WILLIAM  WAYNE  McGUIRE 

MN 

847 

75 

3000 

4/15/48 

NY 

BA,U.ofTex.'70 

MD,U.ofTex.Med,'74 

Technical 

4 

20 

UNITED  ILLUMINATING 

RICHARD  J.  GROSS! 

n 

673 

48 

549 

8/22/35 

a 

BS,  U.  of  Conn. '57 

MBA,  New  Haven  '81 

Technicol 

35 

1 

UNITED  INVESTORS  MANAGEMENT 

R.K.  RICHEY 

AL 

311 

67 

866 

6/16/26 

KS 

BA,  Woshburn  '49 

LLB,  Woshburn '51 

Legal 

1 

16 

TENNECO  MICHAEL  H.  WALSH 
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OurldeaOf 
A  Meet  Ten. 


rhere  are  a  number  of  reasons  to  use  Lexmark 
inal  replacement  toner  in  your  ffiM'printer.  This 
ber  ten  is  just  one  of  them, 
^xmark  is  constantly  testing  and  improving  our 
rs  to  make  sure  they  consistently  produce  the  finest 
ity  characters  and  the  highest  possible  yield. 
For  the  pinnacle  in  laser  printing,  insist  on  original 
toners  by  Lexmark.  Our  toners  will  never  do  a 
iber  on  you. 

To  order,  to  locate  the  dealer  nearest  you,  or  to 
ive your  free  catalog,  call  1-800-438-2468,  ext.40. 
:anada,caU  1-800-663-7662.) 
Lexmark  International,  a  former  subsidiary  of  IBM, 
1  independent,  worldwide  company  that  develops, 
lufacdares,  and  markets  IBM  personal  printers,  IBM 
writers,  related  supplies  and  keyboards. 


IBM  Supplies  by 

Lexm^\rk 


Make  Your  Mark 


IBM  is  a  registered  trademark  of  International  Business  Machines  Corporation  In  the  United  States  and/or  other  countries  and  is  used  under  license. 
Lexmark  Is  a  trademark  of  Lexmark  International,  Inc.  ©  1992  Lexmark  International,  Inc. 


THE  CORPORATE  ELITE 


CEO 


HDQ  SALES  PROEIIS  MKl  VAL. 
LOG      SMIL     SMIL  SMIL. 


TENURE 


COLLEGE  EDUCAIION 


CRAOUAIE  STUDY 


CAREER  PATH   COMPAKV  CEdORI! 


UNITED  MISSOURI  6ANCSHARES 


RUFUS  CROSBY  KEMPER 


MO    397     39     553    2/22/27  MO 


U.ofMo. 


Finance 


42  34  toe 


UNITED  TECHNOLOGIES 


ROBERT  F.  DANIELL 


n   2]000  -1021    7000    10/31/33  MA       AS,  Boston  U.CIT '54 


Tech/Mktg       36  7 


UNITRIN 


RICHARD  C.  VIE 


IL     1300  137 


9/26/37  MO       Si.  Louis,  U.ofMo. 


finance 


2    1  J 


UNIVERSAL 


HENRY  HOmi  HARRELL 


VA    2900     56      871     9/18/39  VA        AB,  Washington  &  Lee '61 


Soles/Mktg      26  4|S3; 

4ti 


UNIVERSAL  FOODS 


GUY  A.  OSBORN 


Wl     834     58     766     2/18/36  IL 


as.  Northwestern  '58 


Marketing 


21 


41  4^^ 

6  sjor" 


UNOCAL 


RICHARD  J.  STEGEMEIER 


U    9700     73    6500      4/1/28  IL 


BS,U.ofMo./Rolla'50  MS,  Tex.  ASM '51 


Tech/Prodn  41 


UNUM 


JAMES  F.  ORR  III 


ME   2400    205    3000      3/5/43  MN       BS,Villanovo '65 


MBA,  Boston  U.  '70 


Finance 


UPJOHN 


THEODORE  COOPER 


Ml    3400    537     6100    12/28/28  NJ        BS,  Georgetown '49      MO '54/PhD '56,  St.  Louis  Tech/Adm        12  5i 


U.S.  BANCORP 


ROGER  L.  BREEZLEY 


OR   2000    196    2400      4/1/38  NO        BSBA,  U.  of  N.D. '60 


Finonce 


15  5< 


U.S.  CELLULAR 


H.  DONALD  NELSON 


IL  99    -24     945    11/23/33   IL         BS,  Northwestern '55     MBA,  Northwestern '59      Morketing        9  i'l 


U.S.  HEALTHCARE 


LEONARD  ABRAMSON 


1700    151    4000    11/12/32  PA 


BA,Penn  Stole '54; 
BS,  Phila.P&S'60 


m,  Novo  '78 


Admin/Dev      16  16 1 


U.S.  SHOE 


BANNUS  B.  HUDSON 


OH   2700     40     534    8/24/45  KS 


BS,  U.  of  Kan. '68 


Production 


7  3i 


U.S.  SURGICAL 


LEON  C.  HIRSCH 


n     844     91    4200    7/20/27  NY 


Marketing 


28  28 


US  WEST 


RICHARD  D.  McCORMICK 


CO  10600    553   15700     7/4/40  lA 


BS,lowa  State '61 


Operations 


31  2- 


USAIR  GROUP 


SETH  E.  SCHOFIELO 


6500  -305     598    8/22/39  0 


Operations 


35  1 


USF&G 


NORMAN  P.  BLAKE  JR. 


MD  4200  -144 


11/8/41  NY 


BA,  Purdue '66 


MA,  Purdue  '67 


Finance 


2 


USLIFE 


GORDON  EUGENE  CROSBY  JR. 


NY    MOO     75     754    11/14/20  lA 


U.  of  Mo. 


Marketing       33  26 


UST 


LOUIS  F.  BANTLE 


n     880   266    6600    11/22/28  G 


BS,  Syracuse '51 


Morketing       30  7 


USX-MARATHON  GROUP 


CHARLES  A.  CORRY 


PA  12300     -71    5700     2/14/32  OH 


BA,  Cincinnati  '55 


JO,  U.  of  Cincinnati '59  Finonce 


33  3 


USX-U.S.  STEEL  GROUP 


CHARLES  A.  CORRY 


PA    4900  -507    1400     2/14/32  OH        BA,  Cincinnati '55       JD,  U.  of  Cincinnati '59      Finonce  33  3 

EXECUTIVE  TO  WATCH 

►  Only  the  government  can  really  help  him  out.  With  steel  prices  battered,  he's  hoping  Unc 
Sam  will  impose  antidumping  measures  on  foreign  makers.  But  aggressive  U.  S.  minimills  arc  I 
going  away.  Oil  side  may  gush  if  the  government  decides  to  open  up  Alaskan  and  offshore 
California  fields  to  drilling.  Until  then,  he's  trimming  his  work  force  and  expanding  overseas  i 
exploration.  His  latest  conquests:  Tunisia,  Egypt,  and  the  Sakhalin  Islands. 


UTILICORP  UNITED 

RICHARD  C.  GREEN  JR. 

MO 

1100 

74 

938 

5/6/54 

MO 

BS,  SMU  '76 

Finonce 

25 

7 

VaLASSIS  COMMUNICATIONS 

DAVID  A.  BRANDON 

Ml 

635 

45 

828 

5/15/52 

Ml 

BA,U.ofMich.'74 

Marketing 

13 

3 

VALERO  ENERGY 

WILLIAM  EUGENE  GREEHEY 

TX 

1000 

99 

985 

6/9/36 

lA 

BBA,St.  Mary's '60 

Finance 

29 

18 

VALHI 

HAROLD  CLARK  SIMMONS 

IX 

766 

20 

612 

5/13/31 

TX 

BA,U.ofTex.'51         MA,  U.  of  Tex. '52 

Entrepreneur 

10 

10 

VALLEY  BANCORPORATION 

PETER  M.  PLAHEN  III 

Wl 

380 

31 

471 

7/25/39 

Wl 

B3A,  U.ofWis.'62  Northwestern 

Finance 

27 

4 

VALLEY  NATIONAL 

RICHARD  JOHN  LEHMANN 

AZ 

1100 

35 

1100 

4/9/44 

OR 

BS,U.ofWash.'67       MBA,  U.  of  Wash. '69 

Finonce 

4 

3 

VALLEY  NATIONAL  BANCORP 

GERALD  H.  LIPKIN 

NJ 

211 

30 

465 

1/10/41 

NJ 

BS,  Rutgers '63          MBA,  NYU '66 

Finonce 

17 

4 

VALSPAR 

C.  ANGUS  WURTELE 

MN 

633 

28 

647 

8/25/34 

MN 

BA,Yole'56             MBA,  Stanford '61 

Production 

30 

22 

VALUE  CITY  DEPARTMENT  STORES 

JAY  L.  SCHOTTENSTEIN 

OH 

598 

35 

473 

6/11/54 

OH 

BS,  Indiono  '76 

Marketing 

10 

1 

VALUE  HEALTH 

ROBERT  E.  PATRICELLI 

n 

155 

8 

578 

12/9/39 

n 

AB,  Wesleyon  '61         LLB,  Harvard  '65 

Govt/Adm 

6 

6  3t 

VANGUARD  CELLULAR  SYSTEMS 

HAYNES  GLENN  GRIFFIN 

NC 

69 

-33 

597 

3/3/47 

NC 

BA,  Princeton  '69 

Entrepreneur 

9 

8 

18 

VARIAN  ASSOCIATES 

J.  TRACY  O'ROURKE 

CA 

1400 

58 

693 

3/14/35 

SC 

BS,  Auburn '56 

Mktg/Tech 

3 

3 

VARITY 

VICTOR  ALBERT  RICE 

NY 

3200 

■178 

485 

3/7/41 

England 

Finance 

22 

12 

SC 

VENCOR 

W.  BRUCE  LUNSFORD 

KY 

134 

10 

604 

11/11/47 

OH 

BA,U,ofKy'69         JD,  No.  Kentucky '74 

Legal 

7 

7 

at 

VF 

LAWRENCE  R.  PUGH 

Rl 

3000 

161 

2800 

1/22/33 

NY 

BA,  Colby  '56 

Morketing 

13 

11 

lis 

VIACOM 

FRANK  J.  BIONDI  JR. 

NY 

1700 

■47 

3900 

1/9/45 

NY 

BA,  Princeton  '66        MBA,  Harvard  '68 

Mktg/Finonce 

5 

5 

VONS 

ROGER  E.  STANGELAND 

CA 

5400 

65 

962 

10/4/29 

IL 

BS,U.oflll.'51 

Marketing 

32 

7 

VULCAN  MATERIALS 

HERBERT  ANTHONY  SKLENAR 

AL 

1000 

53 

1600 

6/7/31 

NE 

BS,U.ofNeb./0maha'52  MBA,  Horvard '54 

Finance 

20 

t 

Waban 

JOHN  F.  LEVY 

MA 

2800 

30 

554 

1/20/47 

MA 

BA,  Trinity  '69           MBA,  Harvard  '73 

Marketing 

19 

3 

WACHOVIA 

JOHN  G.  MEDLINJR. 

NC 

3100 

230 

5300 

11/23/33 

NC 

BS,  U.  ofN,C.'56 

Operotions 

33 

16  i 

WAL-MART  STORES 

DAVID  D.  GLASS 

AR 

43900 

1600 

67800 

9/2/35 

MO 

BS,  Southwest  Mo.  St.  '59 

Finance 

16 

5 

WALGREEN 

CHARLES  R.  WALGREEN  III 

IL 

6700 

195 

4600 

11/11/35 

IL 

BS,U.ofMich.'58 

Mktg/Ops 

40 

21 :( 

WALLACE  COMPUTER  SERVICES 

THEODORE  DIMITRIOU 

IL 

459 

35 

534 

8/31/26 

OH 

AB,  Miami  U.  (Ohio) '50; 
BS,  U.S.  Merch.  Marine '47 

Production 

33 

18  f 

WARNACO  GROUP 

LINDA  J.  WACHNER 

NY 

559 

■20 

654 

2/3/46 

NY 

BS,  SUNY/Buffolo  '66 

Marketing 

6 

5if 

EXECUTIVE  TO  WATCH 

►  She's  got  a  passion  for  glamour,  and  occasionally  brings  her  beautician  to  the  office  tcvvk 
on  her.  But  don't  mistake  America's  first  lady  of  lingerie  for  a  pushover  She's  determined  toJi 
the  company  she  took  private  in  1986  and  public  again  in  1991.  Sales  at  the  apparel  manu- 
facturer rose  32%  since  1987.  Now,  she's  going  after  the  rich— and  the  not-so— with  new  line 
under  Valentino's  label  and  a  deal  to  make  Fruit  of  the  Loom  underwear  for  Kmart  shopper 


144  BUSINESSWEEK/OCTOBER  12,  1992 


THECORPOP.it 


WHO 

Knows    Money  Management 


BETTER  THAN 


THE     NAME  THAT 


i n  spired  i t . 


18  30  Judge  SAMUEL  PUTNAM,  presiding  in  the  Massachusetts  SUPREME  COURT,  created  the  GUIDING 
■"JCIPLE  for  professional  MONEY  MANAGEMENT.  His  PRUDENT  MAN  RULE  states  that  when  managing 
snt's  INVESTMENTS  one  should  be  PRUDENT,  and  treat  THEM  as  SAFELY  as  if  they  were  ONE'S  OWN. 
937,  INSPIRED  by  this  INHERITANCE,  his  great -great -grandson  FOUNDED  our  COMPANY.  Since  then 
s  been  THRIVING,  INNOVATING  and  LIVING  by  the  wise  judge's  RULE.  And  with  more  than  $50  billion 
IXED  INCOME  and  EQUITIES,  it's  a  heritage  our  CLIENTS  continue  to  BENEFIT  FROM  today. 


4^  Putnam 


A     TIME-HONORED  TRADITION 
IN     MONEY  MANAGEMENT 


The  Putnam    Companies      One  Post    Office  Square,    Boston    MA  02  109. 


THE  CORPORATE  ELITE 


HDQ 

SALES 

PROfllS  MKT  VAL. 

TENURE 

m\ 

COMPANY 

CEO 

IOC 

SMIl 

SMIL 

SMIL 

eORN 

PUCE 

COLLEGE  EDUCATION 

GRADUATE  STUDY 

CAREER  PATH  COMPANY 

Cf 

WARNER-LAMBERT 

MELVtN  R.  GOODES 

NJ 

5100 

141 

9000 

4/11/35 

Conada 

BC,  Queens '57 

MBA,  U.  of  Chicago '60 

Marketing 

27 

WASHINGTON  FEDERAL  S&L 

GUY  C.  PINKERTON 

WA 

283 

69 

828 

8/1/34 

WA 

BA,U.ofWQsh.'59 

Management 

27 

WASHINGTON  GAS  LIGHT 

PATRICK  J.  MAKER 

DC 

698 

46 

767 

4/20/36 

Irelond 

BBA,  lono  '59 

MBA,  NYU  '65 

Finance 

18 

WASHINGTON  POST 

DONALD  E.  GRAHAM 

DC 

1400 

119 

2600 

4/22/45 

MD 

BA,  Harvard  '66 

Journalism 

21 

WASHINGTON  WATER  POWER 

PAUL  ANTHONY  REDMOND 

WA 

567 

71 

895 

1/23/37 

OR 

BS,  Gonzaga  '65 

Technical 

27 

I 

WASTE  MANAGEMENT 

DEAN  I.  SUNTROCK 

IL 

7600 

606 

16600 

6/6/31 

SO 

BA,  St.Olaf'55 

Entrepreneur 

24 

2 

WAHS  INDUSTRIES 

TIMOTHY  P.  HORNE 

MA 

351 

32 

660 

4/4/38 

MA 

BA,  Trinity '59 

Operations 

33 

1 

WAUSAU  PAPER  MILLS 

ARNOLD  M.  NEMIROW 

Wl 

350 

30 

561 

3/25/43 

n 

AB,  Harvard  '66 

JD,  U.  of  Mich. '69 

Legal 

2 

n 

WEINGARTEN  REALTY 

STANFORD  J.  ALEXANDER 

83 

18 

550 

8/15/28 

BS,U.ofTex.  '49 

MBA,  Harvard  '52 

Marketing 

37 

31 

WEIS  MARKETS 

SIGFRIED  WEIS 

RH 

1300 

81 

1200 

2/18/16 

RA 

BA,  Yale  '38 

Administration 

53 

3 

WELLFLEET  COMMUNICATIONS 

PAUL  JOSEPH  SEVERING 

MA 

85 

11 

608 

11/11/46 

NH 

BSEE,  RPI  '69 

Technical 

6 

WELLMAN 

THOMAS  MICHAEL  DUFF 

NJ 

806 

45 

746 

7/30/47 

NJ 

BA,  Rutgers  '70 

Administration 

21 

WELLS  FARGO 

CARL  E.  REICHARDT 

CA 

5900 

21 

3700 

7/6/31 

IX 

AB,  use '56 

Finance 

22 

11 

WENDY'S  INTERNATIONAL 

JAMES  WHITNEY  NEAR 

OH 

1000 

52 

1200 

3/19/38 

OH 

BS,  Honover  '61 

Management 

18 

WESCO  FINANCIAL 

CHARLES  T.  MUNGER 

CA 

133 

30 

497 

1/1/24 

NE 

U.  of  Mich.,  Col.Teth 

JD,  Harvard '48 

Legal 

9 

WEST  ONE  BANCORP 

DANIEL  R.  NELSON 

ID 

520 

41 

639 

8/12/37 

WA 

BBA,  Wash.  Stale '62 

Finance 

8 

WEST  POINT-PEPPERELL 

WILLIAM  FARLEY 

11 

1200 

■1 

1100 

10/10/42 

Rl 

AB,  Bowdoin  '64 

JD,  Boston  Coll.  '69 

Finance 

3 

WESTERN  GAS  RESOURCES 

BRION  G.  WISE 

CO 

355 

21 

610 

9/17/45 

WA 

BS,  Wosh.  Stale  '68 

Technicol 

21 

WESTERN  RESOURCES 

JOHN  E.  HAYES  JR. 

KS 

1200 

72 

1700 

9/22/37 

MO 

BS,  Rocl(hurst'59 

Administration 

3 

WESTINGHOUSE  ELEQRIC 

PAUL  E.  LEGO 

PA 

12800 

1086 

5800 

5/16/30 

RA 

BS,  U.  of  Pittsburgh  '56  MS,  U.  of  Pittsburgh  '58 

Technical 

36 

WESTVACO 

JOHN  A.  LUKE 

NY 

2300 

137 

2400 

11/30/25 

PA 

BS,  Yale  '48 

Production 

43 

at 

WETTERAU 

TED  C.  WETTERAU 

MO 

5700 

52 

636 

11/13/27 

MO 

BA,  Westminster  '52 

Administration 

40 

^ 

a 

WEYERHAEUSER 

JOHN  W.  CREIGHTON  JR. 

WA 

8700 

•101 

6500 

9/1/32 

BS,  Ohio  State '54 

JO,  OhioStote'57; 
MBA.U.  of  Miami '65 

Finonce 

22 

WHEELABRATOR  TECHNOLOGIES 

PHILLIP  B.  ROONEY 

IL 

1200 

126 

2600 

7/8/44 

IL 

BA,  St.  Bernord  '66 

Administration 

4 

i 

WHIRLPOOL 

DAVID  R.  WHITWAM 

Ml 

6800 

170 

2700 

1/30/42 

Wl 

BS,U.ofWis.'67 

U.  of  Wis. 

Marketing 

24 

b 

WHITMAN 

BRUCE  S.  CHELBERG 

IL 

2400 

80 

1400 

8/14/34 

IL 

BS,U.  of  III. '56 

LLB,U  oflll.'58 

Administration 

11 

WILLAMETTE  INDUSTRIES 

WILLIAM  SWINDELLS 

OR 

2000 

46 

1900 

9/16/30 

CA 

BS,  Stanford  '53 

Production 

39 

I 

WILLIAMS 

JOSEPH  HILL  WILLIAMS 

OK 

2100 

110 

1500 

6/2/33 

OK 

BA,  Yale '56 

Operotions 

33 

1 

WILMINGTON  TRUST 

LEONARD  W.  QUILL 

DE 

429 

72 

974 

12/11/31 

DE 

BS,U.  of  Del. '58 

MBA,  U.  of  Del. '65 

Bonking 

35 

WINN-DIXIE  STORES 

A.  DANO  DAVIS 

FL 

10100 

171 

3600 

6/2/45 

NY 

Stetson 

Morketing 

24 

— 

WISCONSIN  ENERGY 

RICHARD  A.  ABDOO 

Wl 

1500 

195 

2800 

1/27/44 

Ml 

BS,  U.  of  Dayton '65 

MA,  U.of  Detroit '69 

Technical 

17 

t 

WISCONSIN  PUBLIC  SERVICE 

DANIEL  ARTHUR  BOLLOM 

Wl 

623 

54 

742 

4/25/36 

Wl 

BBA,  U.  of  Wis. '58 

U.ofWis./Oshkosh 

Finance 

34 

; 

WITCO 

WILLIAM  R.  TOLLER 

NY 

1600 

73 

1000 

8/10/30 

AR 

BS,U.  of  Ark. '56 

finance 

8 

i 

WOOLWORTH 

HAROLD  E.  SELLS 

NY 

9900 

■53 

3900 

7/15/28 

AR 

Mktg/Reol  est 

47 

1 

BA,  Mich.  Stole  '49 

Mktg/Prodn 

37 

■ 

WORTHINGTON  INDUSTRIES 

JOHN  H.  McCONNELL 

OH 

875 

45 

1400 

5/10/23 

WV 

1' 

WPL  HOLDINGS 


ERROLL  B.  DAVIS  JR. 


649     69     923     8/5/44   PA        BS,  Carnegie-Mellon '65  MBA,  U.  of  Chicogo '67  Finance 


14 

36  31 


WRIGLEY  (WM.)  JR. 


WILLIAM  WRIGLEY 


IL 


129    3400     1/21/33  IL 


BA,  Yale  '54 


Administration 


kEROX 


PAUL  ARTHUR  ALLAIRE 


n   16700    454    7000     7/21/38  MA        BS,  Worcester  Poly.  Inst. '60  MS,  Cornegie-Mellon '66  Finnnce 


XILINX 


BERNARD  V.  VONDERSCHMin      CA     136     21      517    10/14/23  IN        BS,  Rose-Hulmon '44     MSEE/MBA,  U.  of  Po. '56  Technical 


ELLOW  FREIGHT  SYSTEM 


GEORGE  E.  POWELL  I 


KS    2300     27     706    10/18/48  MO       BS,  Indiana '70 


Indiona 


Operations  22 


YORK  INTERNATIONAL 


ROBERT  N.  POKELWALDT 


PA    1700     13     959     8/11/36  NY 


BS,SUNY/BuHolo'60      Millord  Fillmore 


Prodn/Mgmt 


HOW  TO  READ  THE  CEO  TABLES 


THE  CHIEF  EXECUTIVES  whose  entries  appear  in  these  tables  were  se- 
lected on  the  basis  of  the  market  values  of  their  companies  as  of  Aug. 
14,  1992.  The  companies  included  in  thesa  tables  are  substantially  the 
same  as  those  ranked  in  the  1992  BUSINESS  week  1000  Special  Issue 
(Apr.  3).  New  companies  have  been  added  to  the  list  to  replace  those 
no  longer  publicly  traded  because  they  were  merged  or  reorganized. 

The  information  that  appears  in  each  CEO  entry  was  compiled  from 
a  variety  of  sources.  Most  of  the  biographical  material  was  supplied 
directly  by  each  executive  or  by  a  designated  official  in  the  company 
in  response  to  a  BUSINESS  WEEK  questionnaire.  Standard  &  Poor's 
Compustat  Services  Inc.  supplied  all  the  data  on  sales,  profits,  and  mar- 
ket value.  Compensation  figures  were  taken  directly  from  the  most  re- 
cent proxy  statements  or  from  direct  company  sources. 

SALES  AND  PROFITS.  The  numbers  in  the  BUSINESS  week  Corporate 
Elite  tables  reflect  the  most  recent  fiscal  year  for  which  complete  data 


were  available.  For  most  companies,  they  exclude  other  income  and  e|| 
cise  taxes,  as  well  as  the  financial  results  of  unconsolidated  subsidiarit 
Profits  are  defined  as  aftertax  earnings  from  continuing  operations  b 
fore  extraordinary  items.  For  companies  in  financial  industries  (banki 
insurance,  etc.),  revenues  may  include  investment  income;  for  insuron  | 
companies,  net  income  is  defined  as  net  aftertax  operating  income. 
MARKET  VALUE.  This  calculation  is  based  on  share  prices  as  of  sto(  ' 
market  close,  Aug.  1 4,  1 992,  and  the  latest  available  number  of  shar 
outstanding. 

COMPENSATION.  The  amount  shown  is  salary  and  short-term  bon 
as  reported  to  the  Securities  &  Exchange  Commission.  Long-term  co' 
pensation  is  normally  excluded. 

TENURE.  When  the  exact  month  and  year  of  company  or  CEO  tenu 
is  available,  years  of  tenure  are  rounded  upward  if  months  of  servik 
are  seven  or  more. 
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HUH 


WHY  PUT  UP 
WITH  LOW 


RATES? 


CD  and  bank  money  market  yields* 

10% 

1 

6.5°< ' 

2<4nontli  CD 

^^^^^     J  J*  J  i^>*  ntwuBS! 

3%| 

Bank  money  market  account 

1/89 

7/92 

ROWE  PRICE  LETS  YOU  EARN  HIGHER  INCOME  FROM  YOUR  SAVINGS 

today's  low-yield  environment,  can  you  afford  to  keep 
ur  money  in  the  bank;  With  bank  products  yielding 
[%,  you  may  want  to  reconsider  how  much  you  need 
keep  in  money  market  accounts  and  CDs. 

ir  low-risk  investment  approach  helps  you 

tat  low  interest  rates,  if  you  can  accept  a  moderate 
:rease  in  risk,  consider  one  of  T.  Rowe  Price's  conserv- 
ve  income  funds.  The  two  Funds  described  here  pro- 
le attractive  income,  with  lower  volatility  than 
iger-term  bond  funds.  Of  course,  unlike  CDs  and  other 
nk  products,  mutual  funds  are  not  fixed  or  guaranteed, 
d  the  principal  value  of  your  investment  will  change. 

Ijustable  Rate  U.S.  Government  Fund  invests  pri 

marily  in  adjustable  rate  mortgage  securities  (ARMs)  backed  by  the  U.S. 
Government  for  the  timely  payment  of  principal  and  interest.**  ARM  rates 
are  set  as  much  as  2%  above  short-term  benchmarks,  and  are  reset  regularly 
reflect  changes  in  the  interest  rate  environment. 

Short-Term  Global  Income  Fund  lets  you  benefit  from  the  higher  yields 
paid  by  high-quality,  short-term  securities  worldwide.  The  Fund  invests  in 
foreign  countries  and  the  U.S.,  to  earn  the  highest  yields  available. 

ir  free  report,  investing  for  Higher  Yield,  discusses  the  pros  and  cons  of  pursuing  higher 
:ome.  With  the  prospectus,  it  can  help  you  decide  if  these  Funds  are  right  for  you. 
$2,500  Fund  minimum  ($1,000  for  IRAs).  Free  checkwriting.  Free  CD  Transfer  Service. 
0%  no  load. 


Call  24  hours  for  current  yields  and  a  free  report 

1-800-541-6215 


5.61V  ^ 

DBREMT  YIELD 


NEW 


Invest  Witli  dvifidence 

TRoweFVice 


ARSTG016263 


d  MMA:  average  yields  1/89-7/92  according  to  Bank  Rate  Monitor.  1.  Average  annualized  yield  for  the  30  days  ended  8/16/92. 4.5  /o  is  the  total  return 
10  months  since  inception  9/30/91  to  7/31/92.  This  figure  is  not  annualized,  and  includes  changes  in  principal  value  and  reinvested  dividends.  Fund 
2s  are  limited  to  0.40%  through  June  1993.  Without  expense  cap,  total  return  would  have  been  lower  Total  return  figures  represent  past  performance, 
lent  return  and  principal  value  will  vary,  and  shares  may  be  worth  more  or  less  at  redemption  than  at  original  purchase.  Fund  yields  and  share  prices  will 
interest  rates  change.  **The  market  value  of  the  Fund's  shares  is  not  guaranteed  by  the  U.S.  Government  or  its  agencies.  Request  a  prospectus  with 
formation,  including  management  fees  and  other  charges  and  expenses.  Read  it  carefully  before  you  invest  or  send  money  T.  Rowe  Price  Investment 
5,  Inc.,  Distributoi,  100  E.  Pratt  St.,  Baltimore,  MD  21202, 


Chance  ■  ' 


INVESTIGATIONS! 


THE  ACCOUNTIMG 
QUESTIONS  AT  TEREX 


Its  Stock  is  falling,  and  a  BW  probe  shows  that  its  past  success  may  have  been  mostly  sleight  of  h 


Terex  Corp.  appeared  to  be  an 
American  success  story.  In  1983, 
starting  with  a  $1,200  investment 
in  a  $10  million  excavator  company, 
Terex  Chairman  and  Chief  Executive 
Randolph  W.  Lenz  began  acquiring  a 
collection  of  ailing  Rust  Belt  companies 
to  create  a  heavy-industry  equipment 
empire  with  estimated  1992  sales  of  $1.3 
billion.  Terex  attributes  its  growth  to 
Lenz's  turnaround  expertise.  In  each  of 
his  acquisitions,  "profitability  was  en- 
hanced within  12  months,"  gushes  the 
private-placement  prospectus  used  to 
raise  $160  million  for  his  latest  purchase, 
Clark  Equipment  Co.'s  forklift  opera- 
tion. From  1985  to  1990,  Terex'  income 
from  operations  grew  an  average  of  857'^ 
a  year. 

But  an  investigation  by  BUSINESS 
WEKK  shows  a  far  different  picture. 
Lenz's  achievements  stem  less  from  op- 
erational skills  than  from  the  use  of 
highly  aggressive  and  questionable  ac- 
counting practices.  One  former  execu- 
tive, John  J.  Clements,  alleges  that 
Terex  engaged  in  a  pattern  of  "improper 
and  unlawful  practices"  that  misrepre- 
sented Terex'  true  profitability. 

For  years,  according  to  Clements  and 
two  other  former  Terex  executives,  the 
company  has  routinely  used  question- 
able accounting  practices  to  overstate 
earnings.  And  internal  financial  state- 
ments provided  to  BW  support  the  alle- 
gations. Among  the  maneuvers,  these 
sources  say,  are  undervaluing  inven- 
tories, using  tax  breaks  Terex  may  not 
have  been  entitled  to,  and  manipulating 
reported  profits  through  the  use  of  un- 
disclosed reserve  funds.  Lenz  used  the 
rosy  numbers  to  attract  millions  from 
outside  investors  to  help  finance  acquisi- 
tions, according  to  the  three  former 
Terex  executives.  Says  Roman  L.  Weil, 
accounting  professor  at  the  University 
of  Chicago  Graduate  School  of  Business, 
these  allegations,  if  true,  would  be  viola- 
tions of  generally  accepted  accounting 
rules  and  Securities  &  Exchange  Com- 
mission regulations. 

Lenz's  most  common  strategy,  the  for- 
mer executives  say,  is  to  buy  a  bankrupt 


company,  typically  with  a  large  inven- 
tory of  machinery,  for  a  fraction  of  its 
book  value.  He  then  drastically  writes 
down  the  inventory's  value — below  the 
already  bargain-basement  levels  he  buys 
them  at — to  artificial  lows,  ostensibly  be- 
cause the  machinery  is  obsolete,  say  the 
executives.  Then,  he  sells  the  inventory 
at  its  much-higher,  true-market  value 
and  books  the  difference  as  operating 
profit.  The  result:  a  quick  boost  to  the 
bottom  line.  Inventory  documents  exam- 
ined by  BW  list  scores  of  trucks  and 
other  equipment  that  were  carried  on 
the  books  at  fire-sale  prices  but  actually 
sold  at  premiums  ranging  from  127'  to 
407  over  the  levels  they  were  written 
down  to. 

There's  just  one  problem:  Once  the  in- 
ventory is  sold,  what's  left  is  usually  a 
company  witii  razor-thin  or  nonexistent 
profit  margins.  Lenz  responds  with 
heavy  cost-cutting.  Yet  to  maintain  earn- 
ings growth,  he  has  to  keep  making  new 
and  ever-larger  acquisitions. 
■HOUSE  OF  CARDS.'  Lately,  Terex  has 
been  running  out  of  steam.  The  compa- 
ny suffered  an  operating  loss  of  $37  mil- 
lion last  year  and  $7.7  million  for  the 
first  half  of  1992,  in  part  the  result  of 
the  prolonged  recession.  Its  share  price 
has  plummeted  607  from  a  high  of  27  in 
mid-1990.  The  BW  probe  found  that  had 
the  company  not  used  the  accounting 
practices  challenged  by  its  critics,  Terex' 
results  would  have  been  much  worse. 
"If  economic  conditions  worsen,  his  busi- 
ness might  go  belly  up,"  says  David 
Crocker,  a  capital-equipment  consultant 
in  St.  Paul,  Minn.  "Terex  is  a  house  of 
cards,"  claims  Clements.  He  was  fired  in 
1988  as  chief  financial  officer  of  KCS  In- 
dustries Inc.,  a  Westport  (Conn.)  man- 
agement company  whose  majority  share- 
holder is  Lenz.  Clements  had  challenged 
some  of  Terex'  accounting  practices. 
And  in  1991,  Clements  had  filed  a 
breach-of-employment  lawsuit  against 
Terex,  which  Terex  tried  to  have  dis- 
missed. (A  Terex  spokesperson  told  BW 
that  in  1982,  the  SEC  obtained  a  consent 
decree  against  Clements  for  insider  trad- 
ing in  Medcom/Trainex,  his  former  em- 


ployer's stock.  Clements  confirm:  * 
decree.) 

Lenz,  a  45-year-old  ex-Marine 
owns  527  of  Terex,  rejected  rep  sirii 
requests  for  an  interview.  But  Mar 
Rosenberg,  general  counsel  for  KC  i^u 
nied  any  improprieties.  "There's  no 
to  the  allegations,"  he  says.  "The 
totally  preposterous."  A  spokesp 


RANDY  LENZ  HAS  BB 
ON  A  BUYING  SPRI 

Annual  sJ 


Purchase  Acquisition 
date 


NOV. '83  NORTHWEST  EKGINEERING  M 
MAR.  '85  BUCYRUS-ERIE  2\ 

Construction  machinery  division 

TEREX  USA 
KOEHRING 


DEC.  '86 
JAN.  '87 


JUNE  '87 

TEREX  EQUIPMENT 

7 

JULY  '88 

UNIT  RIG 

7j 

JUIY  '89 

FRUEHAUF  TRAILER 

90i 

DEC.  '91 

MARK  INDUSTRIES 

7 

...BUT  TEREX'  FINAN 
RESULTS  ARE  SLUM 


JULY '92  CLARK  EQUIPMENT 

Forlclift  division 


1,200 
1,000 
800 
600 
400 
200 
0 

60 
40 
20 


'87  '88  '89  '90 

▲  MILLIONS  OF  DOLLARS  Fl 
■INCLUDES  FRUEHAUF  TRAILtR,  A  PUBLIC  COMPANY  52%  CONTROl 

DATA  TEREX  CORP,  BW 


148  BUSINESS  WEEK/OCTOBER  12,  1992 


st  &  Young,  Terex'  accounting 
itil  1989,  says:  "We  believe  the 
1  statements  were  fairly  present- 
cordance  with  generally  accepted 
ing  principles."  Matthew  Thibau- 
anager  of  the  Terex  account  for 
&  Touche,  which  has  been 
accounting  firm  since  1989,  de- 
3  comment. 

has  his  supporters.  "He's  the 
ecisive  businessman  I've  ever 
ays  a  former  Terex  executive, 
y,  Terex  has  made  Lenz  a  very 

man.  The  son  of  an  owner  of  a 
V-sales-and-repair  shop  in  Mil- 
,  Lenz  has  acquired  multimillion- 
!states  in  Fairfield,  Conn.,  and 
.uderdale,  a  fleet  of  cars,  and  a 

for  yachting  and  racing  antique 
is  flamboyance  may  come  from 
leling  that  he  came  from  the 


wrong  side  of  the  track,"  says  Stuart  A. 
Raffos,  a  former  neighbor  and  associate 
at  FWD  Corp.  in  Wisconsin. 

For  his  services  as  chairman  and  CEO 
of  Terex,  Lenz  pulled  in  $773,000  in  sala- 
ry and  bonus  in  1991.  But  his  critics  say 
he  supplements  that  with  enormous 
perks  from  the  company.  Terex  provides 
Lenz  with  three  corporate  cars,  accord- 
ing to  internal  documents  and  former 
executives.  The  company  denies  this. 
And  Clements,  in  just  one  of  many  such 
allegations,  says  Terex  paid  for  furni- 
ture purchased  in  Britain  and  shipped  to 
Lenz's  home  in  Connecticut.  Further, 
Lenz  had  outstanding  cash  advances 
from  Terex  totaling  $800,000  at  one 
point,  say  several  former  executives. 
When  Clements  asked  Lenz  how  to  ac- 
count for  the  advance  and  the  furniture, 
he  says  Lenz  told  him  to  "bury  it." 


ex  documents  list  millions  in  trucks  and  equipment 
vent  on  the  books  at  fire-sale  prices  but  then  were 
or  12%  to  40%  more  to  bolster  profits 


V 


But  that's  chicken  feed  compared  with 
the  benefits  Lenz  derives  from  the  rela- 
tionship between  Terex  and  KCS.  Terex 
and  Fruehauf  Trailer  Corp.  paid  KCS  a 
$5.8  million  fee  in  1991  for  management 
services.  KCS'  staff  consists  of  Lenz  and 
a  handful  of  employees. 

Is  the  arrangement  a  conflict  of  inter- 
est for  Lenz?  The  four-person  Terex 
board,  whose  members  include  Lenz  and 
Rosenberg,  apparently  doesn't  think  so. 
Adam  E.  Wolf,  one  of  two  outside  direc- 
tors, defends  the  fees,  saying  KCS  pro- 
vides "invaluable  acquisition  services." 

No  one  questions  that  Randy  Lenz  has 
come  a  long  way  since  his  first  job — 
selling  newspapers  in  his  native  South 
Bronx.  Later,  after  moving  to  Milwau- 
kee, he  used  some  real  estate  holdings 
as  collateral  to  begin  his  empire-build- 
ing. In  1981,  he  acquired  FWD,  a  fire- 
truck  manufacturer  in  Clintonville,  Wis. 
A  former  colleague,  Ed  Nachtshein,  re- 
calls that  Lenz  didn't  put  a  penny  into 
the  deal.  In  fact,  Nachtshein  lent  him 
$100  to  file  the  incorporation  papers  with 
the  state. 

CORNERSTONE.  Lenz  used  a  similar  ap- 
proach in  1983,  when  he  bought  bank- 
rupt Northwest  Engineering  Co.  in 
Green  Bay,  the  cornerstone  of  what 
was  to  become  Terex.  His  personal 
investment  in  the  $10  million  pro- 
ducer of  cranes,  power  shovels, 
and  draglines  was  a  mere 
$1,200. 

Even  before  Northwest 
came  out  of  reorganization  in 
early  1985,  Lenz  was  negoti- 
ating to  buy  the  construction- 
products  unit  of  Bucyrus- 
Erie  Co.  He  eventually  paid 
$8.8  million  for  the  company, 
which  had  $20  million  in 
sales.  But  first,  he  had  to 
prove  to  bankers  and  investors 
that  he  was  turning  Northwest 
into  a  moneymaker. 
According  to  its  1984  annual  re- 
port. Northwest  posted  net  income  of 
$1.8  million,  up  from  a  loss  of  $7  million 
a  year  earlier.  But  an  analysis  of  filings 
with  the  SEC  suggests  that  after  the 
Northwest  acquisition,  Lenz  inflated 
earnings  by  improperly  accounting  for 
equipment  inventory.  Generally  accepted 
accounting  rules  required  him  to  carry 
the  acquired  inventory  on  his  books  at 
its  fair-market  value  or  its  cost,  says 
James  Ratliff,  associate  professor  of  ac- 
counting at  New  York  University's 
Stern  School  of  Business.  But  Lenz 
wrote  the  inventory  down  to  zero  on  the 
grounds  that  it  was  obsolete.  Lenz  then 
sold  the  inventory,  mainly  excavators, 
for  $1.1  million,  producing  artificially 
high  earnings.  If  routine  accounting 
rules  had  been  followed,  the  company's 
profits  would  have  been  607^  smaller. 
"This  is  misapplying  generally  accepted 
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accounting  practices  and  writing  inven- 
tory down  improperly,  since  it  was  not 
obsolete,"  says  Ratliff.  Terex  had  no 
comment  on  this  allegation. 

In  late  1986,  Lenz  made  a  major  leap 
forward  with  the  purchase  of  Terex  USA, 
a  manufacturer  of  scrapers  and  off -high- 
way trucks  owned  by  General  Motors 
Corp.  Lenz  paid  $19  million  for  the  com- 
pany, which  had  $78  million  in  annual 
sales  but  had  been  operating  under 
Chapter  11.  In  1988, 
Lenz's  whole  empire 
adopted  the  well-known 
Terex  name. 

In  the  deal,  Lenz  used 
other  aggressive  ac- 
counting procedures  that 
boosted  earnings 
through  possible  viola- 
tion of  accounting  rules. 
For  several  years  before 
Lenz  bought  it,  Terex 
lost  money.  Under  the 
rules,  acquirers  of  com- 
panies with  accumulated 
losses  can  carry  them 
forward — in  other 
words,  offset  them 
against  current  and  fu- 


Three  former  execs 
say  an  accountant 
was  sacked  when  he 
threatened  to  hold 
back  Lenz's  pay  until 
Lenz  accounted  for 
$300,000  in 
advances.  The  bo( 
later  declared  the 
cash  a  bonus  for  Lenz 


ture  profits,  thus  reducing  taxes.  But  an 
acquirer  can  take  this  tax  break  only  if 
the  acquired  company  has  continuing  op- 
erations or  the  previous  owner  maintains 
some  ownership.  But  Lenz  bought  only 
Terex'  inventories  and  other  nonopera- 
tional  assets  and  made  no  effort  to  con- 
tinue operations.  Yet  he  claimed  $100 
million  in  tax  breaks  from  the  deal. 
IRS  REVIEW.  In  a  prospectus  to  sell  com- 
mon stock,  Terex  noted  that  its  account- 
ing of  the  GM-owned  entity's  losses 
raised  "significant  legal  and  factual  is- 
sues." If  the  Internal  Revenue  Service 
were  to  disallow  carrying  forward  the 
losses,  Terex  would  have  to  pay  back 
taxes  of  almost  $17  million,  plus  interest 
and  penalties — something  it  can  ill  af- 
ford. Rosenberg  says  non-IRS  auditors 
have  approved  the  tax  treatment,  and 
it's  no  longer  an  issue.  Terex  confirms 
that  the  IRS  is  auditing  the  company's 
financial  statements  for  1987  and  1988. 

Another  questionable  accounting  ma- 
neuver during  this  period  involved  undis- 
closed reserves  set  up  by  Terex  to  boost 
profits.  In  reports  Terex  filed  with  the 
SEC  for  1987,  the  reserve  was  said  to  be 
$5.9  million.  But  an  internal  financial 
statement  shows  that  the  company, 
without  disclosing  it,  had  actually  re- 
served $42  million,  which  was  accounted 
for  by  reducing  net  inventories  by  the 
same  amount  on  the  balance  sheet.  The 
high  reserves,  says  a  former  executive, 
enabled  the  company  to  boost  profits  by 
lowering  the  cost  of  goods  sold.  By  mid- 
1988,  profits  were  $11  million  more  than 


they  otherwise  would  have  been.  Rosen- 
berg says  the  company  did  nothing  ques- 
tionable: "We  get  audited  evei-y  year 
and  have  never  had  a  problem." 

By  the  late  1980s,  Terex  employees 
other  than  Clements  began  raising  ques- 
tions about  the  company's  financial  prac- 
tices. They  didn't  stay  around  for  long, 
either.  According  to  three  former  Terex 
executives,  David  O'Brien,  a  former  ac- 
countant at  Terex  headquarters,  was 
sacked  in  mid-1988  when 
he  threatened  to  with- 
hold Lenz's  paycheck  un- 
til Lenz  accounted  for 
upwards  of  $300,000  in 
personal  cash  advances 
in  mid-1988.  Terex'  board 
later  declared  the  ad- 
vances a  bonus  for  Lenz, 
the  sources  say.  O'Brien 
declined  to  comment. 
Larry  Skaff,  Terex'  vice- 
president  for  finance, 
was  recently  let  go  for 
protesting  too  much, 
says  these  sources. 
Skaff  had  no  comment. 
Rosenberg  denies  the 
three   were   fired  for 


questioning  company  practices.  He  says 
Clements  wasn't  suited  for  the  job,  and 
Skaff's  accounting  skills  weren't  suited 
for  his  position.  Rosenberg  didn't  recall 
the  O'Brien  case. 

Over  the  past  two  years,  Lenz's  fancy 
financial  footwork  has  been  less  and  less 
successful  at  making  up  for  Terex'  fal- 
tering operating  results.  Consider  the 
Fruehauf  acquisition  in  1989.  Terex, 
which  at  the  time  had  $325  million  in 
sales,  tried  to  swallow  a  whale  in  Frue- 
hauf, a  $900  million  operation.  Merrill 
Lynch  &  Co.,  which  had  bought  Frue- 
hauf through  a  leveraged  buyout  back 
in  the  mid  1980s,  unloaded  the  debt-rid- 
den tractor-trailer  maker  for  what  ap- 
peared to  be  a  price  of  $231  million. 

Soon  after  the  acquisition,  Terex  took 
Fruehauf  public,  retaining  427-^.  Lenz 
worked  his  magic  the  first  year,  posting 
an  operating  income  of  $19  million  by 
unloading  inventories  and  slashing  over- 
head. But  it  has  been  uphill  ever  since. 
Fruehauf's  U.  S.  market  share  has  erod- 
ed from  14%  the  year  Terex  bought  it  to 
about  12%  last  year.  The  unit  lost  $29 
million  from  operations  in  1991. 

Terex'  other  businesses  aren't  faring 
much  better.  Last  year,  companywide 
sales  were  off  nearly  237  from  a  year 
earlier,  shrinking  to  $784  million.  This 
year's  first-half  sales  are  up  10%.  But 
that's  partly  due  to  heavy  discounting. 

Lenders  are  becoming  increasingly 
nervous.  In  a  footnote  in  its  1991  lOK 
filing,  Terex  disclosed  that  its  unsecured 
bank-lending  group  restructured  its  $75 


i 


million  revolving  credit  at  a  higheir; 
and  demanded  to  be  paid  off  by  Ju  : 
1992.  The  Clark  purchase,  say  sok 
was  designed  to  help  Lenz  buy  tin 
finance  it  and  pay  off  the  bank  gn 
Terex  privately  placed  $160  millii 
junk  bonds  at  a  hefty  13%.  The  ai 
ment  documents  presented  a  bullisp 
ture  of  the  Clark  buy,  but  many  ilu 
try  observers  think  it  means  troul 

Terex  paid  only  $90  million  for  aoi 
pany  with  $500  million  in  sales  and  ; 
million  loss  last  year.  But  several- 
lysts  don't  think  Lenz  can  get  CI; 
the  black  anytime  soon.  Consi 
Crocker  estimates  that  Clark  w 
lucky  to  break  even  this  year.  P; 
the  problem  is  that  Clark's  e\eri 
have  already  cut  costs  197,  vv 
down  inventory,  and  discounted  !oi 
to  spike  sales.  At  best,  "it's  a  s)hn  ii 
buy,"  says  Mitchell  Quain,  a  noi- 
bullish  Terex  analyst  at  Wert- 
Schroder  Investment  Services  In( 
will  be  a  tough  one  to  add  value." 

Critics  say  Lenz  has  been  willi 
speculate  in  deals  that  most  yn- 
businesses  wouldn't  consider.  Tliat 
be  the  reason  the  Rust  Belt  empi 
has  built  is  crumbling. 

By  Michael  Schroeder  in  Washir: 
with  Kevin  Kelly  in  Chicago 


TIES  TO  I 
SADDAM,  TOO? 


id  Terex  aid  Saddam  Huss  : 
militciry  buildup  in  the  Pet'- 
Gulf?  A  Commerce  Dejit  ii 
tigation  will  determine  whetln-i-  ! 
company  violated  export-control  v 
lations  by  shipping  heavy-duty  li- 
from  its  plant  in  Motherwell,  Send 
to  Iraq  for  use  as  Scud  missile  lau 
ers.  In  April,  Dr.  Richard  C.  F 
owner  of  Fuisz  Technology,  a  ivum  : 
equipment  maker,  told  a  House 
mittee  that  in  September,  1987,  v 
touring  the  Scotland  plant  to  arraii 
deal  to  sell  heavy  equipment  tn  Si 
Arabia,  he  saw  two  huge  trucks  pa 
ed  in  desert  camouflage.  When  Fis 
asked  what  they  were  for,  he  testiif 
plant  manager  Art  Rowe  said:  "Mi; 
launchers  for  the  Iraqi  military  " 
"Fuisz's   statements   are  lot 
false,"  says  Marvin  B.  Rosenber 
Terex  board  member.  In  1991,  Tt 
filed  a  libel  suit  against  Fuisz  and  .  i 
nalist  Seymour  Hersh  for  publisi. 
the  Iraq  allegations  in  The  Neir  ]■: 
Times.  Hersh's  lawyer  is  movinj  1 
dismiss.  Says  Fuisz:  "I  saw  wh 
saw.  Truth  is  the  ultimate  defense' 
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Another  case  for  USF&G: 
Miami,  FL.  August,  1992 


house  to  live  in.  No  cars  to  drive.  No  food.  No  clothing.  And  no  furniture.  So 
they  got  to  a  phone  and  called  their  independent  agent,  who  contacted  USF&G. 

Our  adjuster,  Chuck  Witt,  was  the  first  to  make  it  to  the  Doyens'  devastated 
neighborhood,  check  in  hand. 

But  his  arrival  meant  much  more  than  the  money.  Chuck  knew  all  about 
starting  over  And  not  just  the  paperwork,  but  the  process  of  rebuilding.  How 
much  it  costs,  how  long  it  takes,  and  how  to  build  it  better  next  time.  All  of 
which  enabled  the  Doyens  to  start  putting  their  life,  not  just  their  home,  back 
together  again. 

If  all  we  ever  had  to  do  was  smile  and  hand  you  a  check,  we  could  send  in 
one  of  those  sweepstakes  guys. 

But  our  job  is  bigger  than  that.  So  we  send  in  people  like  Chuck  Witt. 


After  Andrew,  the  Doyens  were  left  with  nothing.  No 
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Call  1-800-722-USFG  for  more  uifomiation. 


■nance 


MUTUAL  FUNDS I 


BEEN  DOWN  SO  lONG, 
IT  LOOKS  LIKE  UP 


Equity  mutual  funds  ai-e  enjoying  a  slight  rebound  in  the  third  quarter  after  a  miserable  first  half 


In  a  stock  market  that  seemed  stuck 
in  a  rut  all  summer,  the  Oberweis 
Emerging  Growth  Fund  managed  to 
cruise  along  on  a  fast  track.  With  a  port- 
folio of  rapidly  growing  companies  in 
such  industries  as  insurance,  software, 
and  food,  Jim  Oberweis  chalked  up  an 
8.17'/'  total  return  for  the  third  quarter 
(through  Sept.  25).  But  Oberweis  isn't 
ready  to  take  a  bow.  The  first  two  quar- 
ters were  a  disaster — down  15.5'/'' — and 
for  the  year,  the  fund  is  under  water. 
Sighs  Oberweis:  "It  hasn't  been  fun." 

The  feeling  is  shared  by  managers  of 
many  of  the  third  quarter's  top-perform- 
ing funds  (page  153).  Small-company  and 
maximum-growth  funds  (which  often 
rely  on  small  companies)  were  stars 
among  equity  mutual  funds  last  year, 
but  they  dimmed  considerably  in  1992's 
first  half.  Like  Oberweis'  fund,  other 
July-through-September  leaders  haven't 
made  up  those  losses.  Even  after  a  su- 
per 13.2'a  gain  in  the  last  quarter.  Van- 
guard International  Equity  Index  Pacific 
F'und  is  down  12.(33''''  for  the  year. 
SECOND  WIND?  Equity  mutual  funds  are 
enjoying  a  slight  rebound  after  ending 
the  first  half  slightly  in  the  red.  The 
average  U.  S.  diversified  stock  fund  was 
up  1.98'/,  roughly  in  line  with  the  Stan- 
dard &  Poor's  500-stock  index  (table).  In 
the  first  half,  the  average  trailed  the 
market  by  nearly  two  percentage  points. 


The  leaders'  list  is  rife  with  growth 
and  small-company  funds,  yet  there  was 
no  market  tide  that  carried  them  to  the 
top.  Managers  who  got  there  did  it  with 
savvy  stock  selection.  The  slow  economy 
and  falling  interest  rates  helped  utility 
funds  post  strong  returns,  and  Hurri- 
cane Andrew  lifted  natural-resources 
funds.  Natural-gas 
prices  soared,  as  did 
shares  in  companies 
that  service  energy 
producers. 

Global  funds  and  pre- 
cious-metals funds — pe- 
rennial laggards  within 
the  fund  universe — con- 
tinued to  trail  the  mar- 
ket. Stocks  were  in  a 
funk  in  most  bourses, 
and  the  turmoil  in  the 
currency  markets  exact- 
ed an  additional  toll. 
Even  the  high-flying 
Latin  American  funds 
took  a  spill. 

This  quarter  is  certainly  no  barn-burn- 
er, but  ecpiity-fund  returns  are  probably 
good  enough  to  keep  the  money  rolling 
in.  Record-low  short-term  interest  rates 
leave  few  alternatives.  Money-fund 
yields  are  around  3'^',  which  happens  to 
be  the  same  yield  as  the  s&P  500.  So 
investors  lose  little  income  by  switching 


to  equity  funds,  especially  those 
buy  stocks  for  dividends  as  well 
preciation.  Vanguard  Index  Trus 
Portfolio,  which  replicates  the  S&: 
has  attracted  about  $1  billion  ir 
cash  so  far  this  year. 
A  RECORD.  In  all,  investors  put  $3 
lion  into  stock  mutual  funds  in  Ai 
the  latest  month 
by  the  Investment 
pany  Institute, 
brings  the  year's 
to  a  record  $49.4  t 
Equity-fund  asseti 
total  $416  billion. 

Why  are  sma 
and  growth  s 
starting  to  s 
sparks?  The  slu 
economy.  Small-ca 
growth  stocks  sk 
in  the  first  half  oi 
as  investors,  aw 
the  upturn,  swi 
into  economically 
five  cyclical  stocks 
as  autos,  metals,  and  chemicals.  D 
that  time,  the  giant  $8.4  billion  Wi 
Fund,  which  is  heavy  on  cyclical  s' 
was  up  more  than  10'/''. 

But  the  weak  recovery  turned 
weaker  during  the  summer.  Wii 
for  instance,  has  dropped  3.l7o 
June,  as  investors  dumped  cyclical 


HOW  lUND  GROUPS  PARED 


HOW  THE  BIG  PUNDS  PERfORMf 


Group 

Total 
return* 

Group 

Total 

return*  j 

1  Fund 

Assets* 
Billions 

To 

retii 

SPECIALTY-UTILITIES 

4.05% 

GROWTH  &  INCOME 

1.78       1    FIDELITY  MAGELLAN 

$20.55 

0.70 

les 

SPECIALTY-NATURAL  RESOURCES 

3.52 

SPECIALTY-FINANCIAL 

1  26       1    INVESTMENT  COMPANY  OF  AMERICA 

12.64 

3.02 

k 

INCOME 

3.13 

SPECIALTY-MISCELLANEOUS 

-0.54 

1    WASHINGTON  MUTUAL  INVESTORS 

8.96 

2.31 

BALANCED 

2,76 

SPECIALTY-HEALTH  CARE 

-1.12 

WINDSOR 

8.44 

-3.10 

k 

SPECIALITY-TECHNOLOGY 

2.63 

SPECIALTY- 

FIDELITY  PURITAN 

5.40 

2.57 

© 

SMALL  COMPANY 

2.38 

PRECIOUS  METALS 

-2.27 

VANGUARD  INDEX  500 

5.35 

2.20 

ASSET  ALLOCATION 

2.11 

INTERNATIONAL  STOCK 

-4.23  1 

1    INCOME  FUND  OF  AMERICA 

4.79 

2.28 

fil 

GROWTH 

2.02 

U.S.  DIVERSIFIED  EQUITY 

1.98 

WELLINGTON 

4.68 

2.18 

Si 

MAXIMUM  GROWTH 

1.81 

ALL  EQUITY  FUNDS 

0.93  J 

FIDELITY  EQUITY-INCOME 

4.60 

0.21 

 ■ 

.if 
k 
I; 

EQUITY-INCOME 

1.81 

S&P  500  INDEX 

2.02  1 

I    WINDSOR  II 

4.47 

2.75 

Appre'iation  plus  reinvested  dividen 

ds  and  cop 

lol  gains,  July  1  through  Sept,  25,  1992 

of  June  30,  1992    '  ^Appreciation  plus  reir 
goins,  July  1  through  Sept    25,  1992 

vested  dividends  and  cap! 
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tocks  that  have  shown  the  abili- 
sper  in  a  slow  economy.  Harold 
who  runs  AhT  Emerging  Growth 
s  30'a  in  specialty  retailers  such 
!  Depot,  Staples,  and  Discount 
•ts.  "Sales  and  earnings  are  just 
lys  Ireland.  "Looking  at  the 
,  you'd  think  there  is  no  eco- 
jwdown." 

course,  there  is.  Not  only  in  the 
t  in  a  multitude  of  other  coun- 
d  that  has  given  grief  to  inves- 
overseas  mutual  funds.  For  a 
le  declining  U.  S.  dollar  cush- 

■  fall  in  foreign  stock  prices.  But 
September,  the  European  ex- 
■ate  system  fell  apart,  with 
currencies  such  as  the  pound, 

and  the  peseta  undergoing 
valuations.  "British  stocks  ral- 
for  dollar  investors,  the  higher 
?re  wiped  out  by  the  devaluation 
lund,"  says  Eric  Perkins,  a  man- 
:he  Alliance  New  Europe  Fund. 
FAST.  Still,  devaluation  isn't  bad 
stors  in  European  funds.  "It 
I  country  more  competitive," 
•man  Kurland,  portfolio  manag- 
le  Pioneer  Europe  Fund.  "That 
simulate  economic  growth."  And 
(ing  their  ties  to  the  German 
luntries  that  devalue  their  cur- 
.n  also  start  lowering  interest 
hat's  a  plus  for  their  stock 

global  managers  are  guardedly 
c  when  they  look  across  the  At- 
ey're  troubled  by  what  they  see 
the  border.  Latin  stocks  have 
%  over  the  past  three  months — 
t  serious  pullback  in  several 
araya  Betterton,  portfolio  man- 
•  G.  T.  Latin  America  Growth 
)ubts  the  correction  has  run  its 
'Mexico  and  Argentina  need  to 

■  inflation  rates  down,  and  that 
igher  interest  rates,"  says  Bet- 
'That  will  be  bad  for  equities, 
luld  lead  to  recessions,  too." 
gold  funds  have  dulled,  too.  But 
the  damage  hit  those  that  invest 
Africa,  which  is  undergoing  po- 
irmoil  as  it  attempts  to  move 
majority  rule.  United  Services 
ires  lost  more  than  a  fifth  of  its 
ut  United  Services  World  Gold, 
wns  no  South  African  shares, 
about  57'  as  North  American 
ing  companies  posted  gains, 
aity-fund  investors  head  toward 

it's  pretty  clear  that  1992  will 
rwhelming.  But  in  today's  low- 
rate  climate,  equity-fund  returns 

up  looking  pretty  rich  anyway. 
ffrey  M.   Laderman.    with  Gary 

New  York 


'Usiness  Week  Mutual  Fund  Scoreboard, 
inthly,  is  available  on  diskette  by  monthly  or 
bscription.  For  information,  write  P.  O.  Box 
Lee,  N.J.  07024,  or  coll  1  ■800-553-3575 


THE  BEST  AND  WORST  OF  THE  THIRD  QUARTER 


Vanguard  Int'l.  Equity  Index  Pacific  13.20% 

:      Lexington  Strategic  Investments 

-23.81% 

MetLife-State  Street  Global  Energy  11.10 

United  Services  Gold  Shares 

-20.91 

Fidelity  Select  Energy  Service  10.22 

DFA  United  Kingdom  Small  Company 

-20.42 

Merrill  Lynch  Growth  For  Investment  B  10.22 

G.T.  Latin  America  Growth 

-13.59 

Financial  Emerging  Growth 

9.82 

Merrill  Lynch  Developing  Capital  Mkt. 

-12.80 

Ookmark 

7  .DZ. 

;      Fidelity  Overseas 

-10.92 

Twentieth  Centui^  Giftrust  Investors 

G.T.  Europe  Growth 

-10.11 

Financiol  Strategic  Energy 

9  40 

DFA  Continental  Small  Company 

- 10. U/ 

Ambassador  Small  Co.  Growth  Stock 

9.16 

PaineWebber  Europe  Growth  A 

-10.00 

ABT  Emerging  Growth 

8.89 

Merrill  Lynch  Latin  America  B 

-9.41 

ridelity  Select  electronics 

R 

/  J 

Morgan  Stanley  International  Equity 

-9.34 

Putnam  Energy-Resources 

ft  79 

T.  Rowe  Price  International  Discovery 

-9.31 

Equity  Strategies 

Q  AA 

rrincor  World 

O  A-7 

Schroder  U.S.  Equity 

8.34 

Oppenheimer  Global  Environment 

-8.99 

Century  Shares 

8.33 

Fidelity  Advisor  European  Investment 

-8.88 

8  17 

G.T.  Pacific  Growth 

-8.80 

Shsorson  TGlscommunicotions  IncomG 

7  99 

Alliance  Global  Small  Cap  A 

-8.79 

MlllcilCull  UUb  MIUCA 

7  93 

Alliance  New  Europe  A 

-o./o 

RSI  Retirement  Emerging  Growth  Equity 

7.82 

FT  International  Equity 

-8.70 

Vanguard  Specialized  Energy 

7.81 

Van  Eck  International  Investors 

-8.59 

Strong  Common  Stock 

7  AR 
/  .00 

IDS  Global  Growth 

-8.55 

John  Hancock  Special  Equities 

7  44 

Phoenix  International 

-8.40 

Parkstone  Small  Capitalization 

7  24 

G.T.  International  Growth 

Q 

-O.Jj 

New  York  Venture 

7.18 

United  International  Growth 

-8.31 

Ambassador  Growth  Stock 

7.13 

Financial  Strategic  European 

-8.26 

Rnrnoctor  Tnv -hAnnnnon 

7.01 

Templeton  Value 

-8.11 

Pi itn/im  iiTi    Fmorninn  l^crtxA/fn 
lUIIIUIll  V/ 1  V.  ClllciUliiy  V7IUWIII 

7  01 

Smith  Barney  International  Equity 

-8.08 

\/nli  lO  \  ino 

6.81 

American  Fleritage 

-O.U4 

Winthrop  Focus  Aggressive  Growth 

6.64 

Shearson  European 

-7.90 

Woodward  Opportunity 

6.50 

Kemper  International 

-7.89 

VVIIlllllUp  rULU^  UlUWMI  0>  lilLUIllt; 

6.46 

lAI  International 

-7.89 

Fidelity  Select  Insurance 

o.*+o 

United  Services  Growth 

-7.85 

jUIiMIIIci  ILU  VjIUWIII 

6.40 

Pioneer  Europe 

7  70 

MFS  Special 

6.38 

Franklin  Gold 

-7.66 

SBSF  Growth 

6.30 

Fidelity  Select  Automotive 

-7.62 

1  nnan  X  Vta^fc  l?Af^lt\f  snrtroc 
l-UMcrM  Oc  jlt;trlb  IxcUliy  Jiiui 

6  27 

Freedom  Global  B 

-7.49 

Fidelity  Real  Estate  Investment 

A  91 
O.Z  1 

Rodney  Square  International  Equity 

-7.40 

DFA  Japanese  Small  Company 

A  10 

United  Services  European  Equity 

7  *?7 
-/  .0/ 

Alger  Small  Capitalization 

6.00 

Templeton  Foreign 

-7.23 

Transomerica  Special  Emerging  Grth.  B 

5.88 

Merrill  Lynch  EuroFund  B 

-7.17 

AIM  Aggressive  Growth(C) 

5.85 

Bortlett  Capital  Bartlett  Value  IntI 

-7.16 

Merrill  Lynch  Technology  A 

5.75 

Fairmont 

-7.15 

SteinRoe  Stock 

5.66 

Vanguard  Specialized  Gold/Prec.  Metals 

-7.08 

Shearson  Principal  Return  1 998 

5.65 

Oppenheimer  Global  Bio-Tech 

-7.05 

Kemper  Retirement  II 

5.65 

Vanguard  Int'l.  Equity  Index  European 

-6.95 

Fortis  Capital 

5.62 

Financial  Strategic  Environmental 

-6.92 

Enterprise  Capital  Appreciation 

5.58 

Vontobel  EuroPacific 

-6.92 

G.T.  America  Growth 

5.56 

Flog  Investors  International 

-6.88 

Scudder  Quality  Growth 

5.54 

U.S.  Boston  Foreign  Growth  &  Income 

-6.86 

ABT  Utility  Income 

5  53 

Fidelity  Europe 

6  76 

'Appreciation  plus  reinvested  dividends  and  capital  gains,  July  1  through  Sept.  25, 1992 


DATA:  MORNINGSTAI!  INC. 


Ri  i<;ii^iF«;<;  wFFic /nnriRFP  19  100?  n-i 


BY  GENE  G.  MARCIAL 


A  STRONG  THREAD 
RUNS  THROUGH  THIS 
TEXTILE  MAKER 


At  first,  glance,  diversified  textile 
manufacturer  Johnston  Indus- 
tries appears  to  be  another  ho- 
huiii  stock.  After  all,  textile  makers — 
usually  sensitive  to  economic  swings — 
haven't  been  market  standouts.  John- 
ston shares,  for  instance,  have  been  off 
all  year,  meandering  from  nearly  13  a 
share  in  April  to  9.  But  a  closer  look  at 
Johnston  and  its  chairman  and  CEO, 
David  Chandler,  raises  intriguing  pos- 
sibilities, according  to  some  savvy  pros. 

New  York-based  Johnston's  reve- 
nues in  the  year  ended  June  30  jumped 
18%,  to  a  record  $138  million,  despite 
the  recession.  More  significant,  John- 
ston chalked  up  a  profit  of  $6.7  million, 
or  93(t  a  share,  vs.  a  loss  of  more  than 
$1  million  in  1991.  This  year,  analysts 
expect  earnings  of  $1.15  to  $1.30. 

Analyst  Jack  Pickler  of  Wheat,  First 
Securities  believes  this  Big  Board  stock 
will  move  up  to  the  midteens,  buoyed 
by  sturdy  earnings,  outstanding  cash 
flow,  and  strong  finances. 
JUMPING  JUPITER.  One  New  York  mon- 
ey manager  who  has  been  buying  in  is 
even  more  bullish.  He  figures  the  stock 
will  be  worth  20  over  the  next  12 
months  because  "there's  more  to  the 
Johnston  story."  He  believes  CEO  Chan- 
dler, who  owns  AO'/'  of  Johnston 
through  Redlaw  Industries — he  has  a 
517'  stake — has  rebuffed  buyout  over- 
tures and  plans  to  make  the  com})any 
into  a  major  player  in  the  industry. 

Here's  what  intrigues  him:  Johnston 
holds  a  377<  stake  in  Jupiter  Industries, 
a  publicly  traded  venture-capital  invest- 
ment company  that  contributed  a  hefty 
sum  to  Johnston's  bottom  line  in  fiscal 
1992.  Analyst  Pickler  figures  that  Jupi- 
ter's contribution  will  be  much  greater 
over  the  next  two  quarters  because  of 
gains  posted  from  several  initial  stock 
offerings  of  companies  Jupiter  has  in- 
vested in.  One  is  Zoll  Medical,  which 
went  public  in  July.  Jupiter's  stock  has 
climbed  to  17  a  share  from  11  since 
May.  And  the  company  has  inked  an 
agreement  to  acquire  West  Point-Pep- 
perell's  Custom  Fabrics  Div.,  which 
makes  industrial  textiles.  That  deal  is 
important  because  whispers  are  that 
Chandler  intends  to  merge  Johnston 
with  Jupiter. 

Chandler  confirmed  to  BUSINESS 
WEEK  that  he  wants  to  merge  the  two 


JOHNSTON  INDUSTRIES: 
READY  TO  REBOUND? 


SEPT  29 
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companies.  "That  would  be  a  natural 
course  because  it  makes  sense  to  com- 
bine them,"  says  Chandler.  He  argues 
that  the  merged  company  will  be  able 
to  put  West  Point's  industrial  fabric 
operations  in  top  condition,  making  it 
more  productive  and  profitable. 

Chandler  said  he  has  discouraged 
buyout  inquiries  because  his  plan  is  to 
widen  Johnston's  horizons.  The  compa- 
ny recently  formed  Tech  Textile  USA, 
which  will  produce  sophisticated,  high- 
strength  reinforced  fabrics  used  in  air- 
craft and  autos.  These  lightweight  ma- 
terials, he  notes,  will  build  new  and 
rich  markets  for  Johnston. 


OVERHEATED 
AT  LONE  STAR? 


Steak  houses  are  no  longer  the 
restaurant  du  jour  for  most 
weight-conscious  Americans.  But 
one  such  eatery  remains  a  star  on  the 
Street — Lone  Star  Steakhouse  &  Sa- 
loon. It's  trading  over  the  counter  at  31 
a  share,  with  an  eye-popping  multiple 
of  93,  based  on  a  1992  earnings  esti- 
mate of  33$  a  share.  The  price-earnings 
ratio  is  still  a  rich  36,  even  when  based 
on  a  1993  estimate  of  85$.  Other  high- 
growth  restaurants  command  a  p-e  of 
18  to  20.  So  the  shorts  are  betting  that 
the  stock  has  nowhere  to  go  but  down. 

"The  company's  growth  has  been 
phenomenal,"  and  it  has  been  aggres- 
sive in  opening  restaurants,  notes  res- 
taurant analyst  Roger  Lipton.  But  oth- 
er bulls  concede  that  the  stock  is  now 
"fully  priced."  At  the  stock's  market 
cap  of  $427  million,  based  on  13.8  mil- 
lion shares  outstanding,  the  market 
puts  a  value  of  $32  million  on  each  of 


J 


Lone  Star's  13  restaurants.  "Ttt';-: 
monstrously  high,"  says  one  mie 
manager,  who  has  started  shortinj 
stock.  The  shorts  in  the  stock  now 
1.3  million  shares. 

"This  type  of  multiple  is  insane  | 
restaurant,"  says  one  industry  ansi 
The  downside  is  enormous,  he  w;bT 
because  it  "no  longer  has  room  foi  n 
kind  of  disappointment." 

One  bull  admits  that  althou}_'li 
Star  is  a  rapidly  growing,  well- 
aged  company,  "you  can't  reail; . 
much  of  a  bull  at  this  point."  li 
company  achieves  its  goal  of  opt 
10  restaurants  this  year  and  24  i 
next  year,  "the  stock  won't  cnil;- 
that's  all,"  he  says.  "But  if  it  stum 
the  shorts  will  triumph." 


A  REMODELED 
HORN  &  HARDART 


R 


lemember  Horn  &  Hardart, 
once-financially-strapped 
Lglomerate  that  used  td 
franchises  of  such  popular  restaui 
as   Bojangles,    Burger  Kin;..;, 
Arby's?  Well,  the  company  that  op 
ed  New  York's  famed  Automat.^  is 
out  of  the  kitchen  and  into  just 
business — catalogs,  for  cloth 
home  furnishings.  It  sold  all  otlu' 
erations  in  the  past  two  years. 

The  good  news,  says  one  New- 
fund  manager,  is  that  the  stoc 
down  to  a  "very  undervalued  isrc 
level"  price  of  IV2  a  share,  al  \\ 
one  could  start  accumulating  sh 
"in  a  company  that's  starting  to  r 
money  again."  North  American 
sources,  a  joint  venture  between 
Quasha  family  of  New  York  and 
Financiere  Richemont  of  Zug,  Swi 
land,  invested  $78  million  in  exch; 
for  a  controlling  stake  in  Horn  & 
dart.  A  huge  sum  was  used  to  cut  i 
from  $158  million  to  $34  million. 

Money  manager  Mark  Boyar, 
first  bought  Horn  &  Hardart  sh 
when  the  stock  was  trading  at  5  a 
ago,  has  started  buying  more  at 
current  price.  "The  stock  could  hit 
10  a  share  over  the  next  three  yei 
says  Boyar,  who  scouts  for  comps 
selling  way  below  their  intrinsic  Wi 
Boyar  notes  that  the  new  chain 
Alan  Quasha,  has  turned  the  com] 
around  in  the  most  recent  quarter 
yar  believes  that  North  American 
sources'  goal  is  to  make  Horn  & 
dart  into  a  major  marke 
company — and  then  sell  it.  A  V 
Line  analyst  expects  earnings  of  S 
share  this  year  and  35$  next  year 
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Some  of  the  most  exciting  -  potentially  rewarding  investment  opportunities  today  may  exist  in  the 
emerging  markets  of  developing  countries  throughout  the  world.  Templeton  believes  that  the  economies 
of  a  number  of  these  countries  may  experience  high  rates  of  economic  growth  as  the  trend  to  a  free 
market  economy  continues.  At  Templeton,  we  recognized  the  potential  in  these  emerging  markets  and 
now  offer  a  unique  open-end  fund  invested  primarily  in  equity  securities  of  issuers  in  countries  having 
developing  markets. 

Call  the  Templeton  Funds  today  jor  more  injormation 
on  this  exciting  investment  opportmityl 


A  COMMON  SENSE  APPROACH 
TO  LONG  TERM  GOALS 

CAii  24  Hours  1-800-325-9950  Ext.  385 


You  will  receive  a  prospectus  containing  more  complete  information  including  all  charges  and  expenses,  and  the  special  considerations  associated  with 
the  risks  of  investing  m  international  and  developing  markets.  Read  it  carefully  before  you  invest  or  send  money.  The  value  of,  and  income  from,  an 
investment  in  the  Templeton  Mutual  Funds,  like  any  investment  in  secunties,  can  go  down  as  well  as  up,  depending  on  a  variety  of  factors,  including,  but 
not  limited  to  market,  currency  performance  and  business  nsks,  as  well  as  the  nsk  that  investment  decisions  made  by  the  investment  manager  of  the 
Funds  will  not  always  be  profitable  or  prove  to  have  been  correct. 


Templeton  Funds  Distnbutor,  Inc  ,  P.O  Box  33030,  St.  Petersburg,  Flonda  33733 


tiformation  Processin 


SOFTWARE  I 


MICROSOFT  AIMS 

ITS  ARSENAL  AT  NETWORKING 


CEO  Bill  Gates  is  determined  to  dominate  work-group  software 


Last  December,  William  H.  Gates  III 
was  asked  what  he  wished  he  had 
done  differently  in  building  his 
multibillidn-dollar  software  empire.  With 
only  a  moment's  reflection,  Gates 
snapped  out  a  reply:  He  would  have 
committed  Microsoft  Corp.  much  earlier 
to  a  broad  vision  for  "work-group  com- 
puting," a  way  of  letting  teams  of  co- 
workers use  networks  of  personal  com- 
puters to  share  information  and 
cooperate  on  projects.  "We  should  have 
invested  in  that  much  sooner,"  he  said. 

Since  then.  Gates  has  been  making  up 
for  lost  time.  The  company  is  now  pour- 
ing nearly  207'  of  its  development  re- 
sources into  work-group  products — in- 
cluding Windows   for  Workgroups,  a 


NOVELL 


The  undisputed 
leader  and  pioneer 
of  local-area  net- 
works, with  63%  of 
the  $  1  billion  annual 
market  and 
millions  of  users 

new  version  of  its  popular  graphics  soft- 
ware with  built-in  networking  functions. 
Within  a  year,  says  Microsoft  Executive 
Vice-President  Michael  J.  Maples,  the 
figure  will  rise  to  607'.  "We're  making  a 
broad-based  attack,"  he  says. 

It's  an  assault  on  more  than  work- 
group computing,  in  itself  a  market  that 
could  hit  $2.0  billion  in  1994,  according  to 
market  researcher  Workgroup  Technol- 
ogies Inc.  It's  also  a  strategy  Microsoft 
says  is  aimed  at  Apple's  Macintosh, 
which  has  built-in  networking.  But  the 
real  target  may  be  three  of  Microsoft's 
toughest  software  competitors.  The  first 
is  Lotus  Development  Corp.,  whose  suc- 
cessful "groupware"  package,  called 
Notes,  is  used  by  companies  to  help 


After  six  years 
of  trying  to 
catch  Novell, 
it  has  only  1 0%  of 
the  networking 
software  market 
Now  it  has  a 
new  tack:  Take 
on  Artisoft  in 
small  networks 
first,  then  challenge 
Novell  and  Banyan 


collaboi-ate.  Second, 
program   for  work 


teams  of  workers 
with   a  data-base 

groups  called  Access  due  out  in  Novem- 
ber, Microsoft  will  challenge  Borland  In- 
ternational Inc.,  which  has  built  a  $300 
million  business  selling  data-base  pro- 
grams. And  last  but  not  least,  Micro- 
soft's work-group  plan  targets  Novell 
Inc.,  which  dominates  the  $1  billion  mar- 
ket for  networking  software. 
KEY  OPERATOR.  Work-group  computing 
is  emerging  as  an  important  way  to 
make  personal  computers  far  more  ef- 
fective. Instead  of  simply  automating 
the  tasks  that  white-collar  employees  do 
individually,  such  as  writing  memos  or 
crunching  budget  numbers,  work-group 


Offers  cutting-edge 
technology  for  more 
complex  networks. 
But  with  only  8%  mar- 
ket share,  it  has  been 
forced  to  cooperate 
with  Novell 


software  helps  teams  of  people^ 
smoothly.  The  idea  is  to  gain  g 
productivity  by  helping  teams  c 
rate  electronically,  say  by  work: 
multaneously  on  a  document.  Irl 
tion,  work-group  software  ke 
calendar  of  everyone's  schedule  a: 
tributes  electronic  mail.  While 
Notes  is  the  most  ambitious  proc 
this  category,  Borland  and  WordI 
Corp.,  the  leader  in  word-proc 
packages,  are  both  expected  to  coi 
with  work-group  software,  as  we' 
Microsoft,  of  course,  has  som 
that  these  companies  can't  match: 
trols  the  industry's  standard  ope: 
system  programs,  MS-DOS  and  Wh 
By  building  work-group  functions- 
as  electronic  mail,  a  calendar,  and 
scheduling — into  Windows,  Mic 
could  be  the  company  that  for 
mass  market  in  such  software. 
307  to  357  of  Windows  users 
are  connected  to  a  network  and  ar 
ly  candidates  for  upgrading  to  Wi 
for  Workgroups,  Microsoft  say: 
package  is  expected  to  list  below 
Microsoft's  approach — "bunc 
work-group  features  into  the  hot- 
Windows — has  some  rivals  seethii 


This  startup 
specializes  in 
simple  networks 
for  small  businesses 
with  fewer  than 
10  PCs.  Its  sales 
growth  has  averaged 
171%  over  the  past  / 
three  years 

DATA:  INTERNATIONAL  DATA  CORP,  BW 


stead  of  bundling  electronic  mail  ii 
best-selling  NetWare  program,  '. 
has  urged  other  software  develop 
write  such  work-group  applicatioi  i.j 
NetWare.  "Microsoft  wants  to  do 
thing,"  says  William  E.  Donahoo, 
veil  marketing  director.  "We  alio 
free  market  to  do  the  applications.' 
philosophy  has  served  the  companj 
"Windows  may  be  Microsoft's 
card,"  says  Goldman,  Sachs  &  Co 
lyst  Rick  G.  Sherlund.  "But  Ni 
trump  card  is  NetWare."  NetWaK 
dominant  that  Banyan  Systems 
known  for  the  most  advanced  net 
ing  programs,  is  rejiggering  its  sof 
to  work  with  Novell's  program 
Microsoft  already  knows  how  to: 
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What's  new  at 
L.L.Bean? 

open  our  latest  catalog. 
I  see  new  apparel 
bold  designs 
rich  colors,  as 
as  exciting  new 
lucts  for  both 
e  and  outdoors... 
by  side  with  all 
ime-tested 
)ean  classics. 


(itirti  Ki.n  

laded  S. 


»  SJ4.00 


Colorblock"  Patterns 


Me»a 


What  isn't? 


e,  service,  quality  and  an  80-year  commitment 
lO/o  customer  satisfaction.  These  ideals  have 
;r  changed.  For  your  free  catalogs, 
se  use  this  coupon  or  call  us  at 
0-543-9071. 


IP  —  —  L«L«Beanr—  —  ^ 

I    □  Please  send  me  my  free  catalogs. 

I 


Name 

Address 

Aot. 

Citv 

State 

Zip 

L.L.Bean,  Inc. 
Casco  St.,  Freeport,  ME  04033 


4235610 


FIDELITY  EQUITY-INCOME  II 


  h- 

America's  Top  Performing 
Equity  Income  Fund 


Fidelity  Equity-Income  II  Fund  was 

ranked  ihe  #  1  equity  income  fund  for  the  year 
ended  June  30, 1992.'  This  no-load  Fund  pur- 
chases stocks  that  offer  growth  potential  with  an 
income  cushion  of  dividends.  Remember  that 
greater  returns  can  also  mean  greater  risk  and 
investors  should  realize  that  Equity-Income  U  s 
share  price  and  return  w  ill  fluctuate. 

Start  with  $2,500,  just  $500  for  IRAs. 

1-800-544-8888 


Average  Annual 
Total  Returns*  as 
of  June  30, 1992 


26.86 


% 


1  Year 


% 


31.38 

Life  of  Fund 
8/21/90-6/30/92 


Fidelity 


Inuesiments 


'  Accurdinglo  Lipper  Anah  lical  Services.  Equil\ -Income  II  ranked  #1  uiil  of  '1  equilv  Income  funds.  *Total  relurns 
mclude  chanjfe  m  sfiare  price  and  remveslmenl  of  di\  idends  and  capital  gains,  Vuu  ma\  have  a  gam  or  loss  w  hen  \m 
sell  vour  shares.  Fast  performance  is  no  guarantee  of  future  results.  For  a  free  fact  kit  containing  a  current  Fund  pro- 
spectus with  more  complete  information,  including  management  fees  and  expenses,  please  call  Read  it  carelulK 
before  vou  invest  or  send  mone\.  Fideht\  Distributors  Corporation,  CODE:  BW/EII/101292 


Turn  your 
excess  inventory 
into  a  substantial 

tax  break  and 
help  send  needy 
kids  to  college. 

Call  tor  your 
free  guide 

to  learn  how  donating  your 
slow  moving  inventory 
can  mean  a  generous 
tax  write  off 
for  your  company. 

Call  708-690-0010 
Peter  Roskam 

Executive  Director 


What  are  we  going  to  do  with  your 
extra  robots.  Fenton  ? 


Maybe  a  small  college  football  team 
needs  a  new  front  line! 


P.O  Box  3021.  Glen  Ellyn,  IL  60138 
FAX  (708)690-0565 


Excess  inventory  today... 
student  opportunity  tamorrow 


P 


iiir 


is  to  take  on  Novell.  The  software  i  k 
entered  the  networking  market  ii,  i 
with  its  LAN  Manager  program.  I'.i  ; 
.software  was  slower  at  doling  out ,. 
to  PCS  than  NetWare  and  harder 
stall.  It  has  just  lO'A  of  the  market, on, 
pared  with  Novell's  637'  share. 

So,  with  the  new  work-group  stra| 
Microsoft  will  start  by  taking  on 
less  powerful  opponent:  Artisoftfr 
The  tiny  Tucson  software  house  t<pi 
BUSlNES.s  week's  list  of  hot-growth 
panics  in  1992,  having  posted  annua 
enue  gains  of  1717',  on  average,  fi 
past  three  years.  Artisoft's  sued 
based  on  simplicity.  Its  LANtasti 
gram  is  far  easier  to  install 
NetWar'e  and  is  popular  in  doctor!  ( 
fices  and  other  small  businesses  1' 
have  fewer  than  10  PCs. 
A  TROJAN  HORSE?  That's  where 
dows  for  Workgroups  comes  in. 
LANtastic,  it  perfoi-ms  simple  "pr 
peer"  networking,  letting  people  c 
files  and  use  a  common  laser  pii 
without  buying  an  expensive  "se 
PC  to  act  as  the  network  hub.  Sche| 
to  be  available  at  the  end  of  Ocl 
Windows  for  Workgroups  will  also 
head-to-head  with  Novell's  Net! 
Lite,  another  program  aimed  at 
groups.  In  addition,  Microsoft  wi 
marketing  its  package  to  fuU-fli 
NetWare  customers,  because  WinVv 
for  Workgroups  can  add  work-j 
functions  to  NetWare. 

That  makes  Windows  for  Workg: 
a  Trojan  horse  in  Novell's  oust] 
base,  says  Mary  A.  Modahl,  an  a; 
with  Forrester  Research  Inc.  in 
bridge,  Mass.  Once  Windows  for 
groups  is  in  the  door,  she  says, 
soft  can  start  selling  its  adv 
Windows  NT  operating  system,  du 
next  year.  NT  will  include  more  adv: 
networking — to  compete  directly 
NetWare.  "Microsoft's  first  goal  is 
after  LANtastic's  market,"  says  Md 
But  longer  term,  she  adds,  "Micros 
trying  to  clip  off  the  growth  fron 
veil."  Microsoft  executives  deny 
they  are  pursuing  such  a  Trojan- 
strategy. 

Will  Gates's  investment  in  work-}0 
computing  pay  off?  Goldman  S;  i 
Sherlund  projects  that  Microsoft  ju 
sell  as  many  as  1.6  million  copies  of] 
dows  for  Workgroups  in  1993,  brii| 
in  some  $400  million  in  revenues 
would  be  only  a  small  part  of  Gi| 
empire.  But  that's  not  the  point. 
Forrester's  Modahl:  "This  proves 
soft  is  absolutely  out  to  dominate  f< 
area  of  software."  Indeed,  if  Miri 
succeeds  at  this  effort,  there  will  b 
worlds  left  to  conquer. 

By  Katluj  Rebello  in  Redmond,  I 
with  Evan  I.  Schwartz  iti  New  York 
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ow  Business  Week  Brings  the  Latest 
lutual  Fund  Performance  Sttatistics  to 
Your  Computer  for  25%  Less! 


Announcing  a  25%  New  Subscriber  Savings  on 
usinessWeek  Mutual  Fund  Scoreboard  Diskettes 

for  Financial  Planners,  Investors,  and  Brokers! 


ness  Week  offers  you  a 
saving,  intelligent  way  to 
)w  down  the  vast  field  of 
ty  and  fixed  income 
al  funds  into  the  chosen 
hat  have  what  you  need 
investment  fund. 

for  a  limited  time,  new 
cribers  can  have  all  of 
benefits  of  the  Mutual 
I  Scoreboard  Diskettes  at 
Vo  savings  off  the  regular 
onth  subscription  price. 

jrmance  Data  on  Over 
I  Equity  and  Fixed  Ipc^'tiq 
al  Funds  is  delivered  right 
jr  IBM-compatible  PC.  You 
manipulate,  analyze,  and 
Dare  this  data  in  any 
lination  you  may  need. 


;inessWeek  Mutual  Fund  Scoreboard  Diskettes 


please  enter  my  6  month  trial  subscription-at  a  25%  savings-as  checked  below: 


i 


ty  Funds  only 

mos.  @  $112.50 

Jiskelle   J  5"j"  Diskette 


Fixed  Income  Funds  only 

□  6  mos.  @  $112.50 

J  3'/!"  Diskette    J  5'/."  Diskette 


Both  Editions 

□  6  mos.  @  $149,95 

□  3Vj"  Diskette  J  SV  Diskette 


3  add  $18.00  shipping  and  handling  ($3.00  per  month  for  six  months), 
jidents  please  add  7%  sales  tax. 

;  Daytime  Phone  


Company 


State 


Zip. 


eck  enclosed  payable  to  BusinessWeek  Mutual  Fund  Scoreboard 
I  my  company  (Company  Letterhead  or  Purchase  Order  required) 
argemy    □  MasterCard  QVISA    QAmEx  □  Diners  Club 

No.  


ation  Date 


Signature. 


iase  send  more  infomnation. 


■  fax  this  coupon  to  BusinessWeek  Mutual  Fund  Scoreboard  Diskette,  Dept.  HB22 

).  Box  1597  Suite  0, 22nd  Floor  P.O.  Box  13 

Yiko  Industrial  Building  Great  Missenden 

10  Ka  Yip  Street,  Chaiwan  Bucks,  HP16  ODQ 

HONG  KONG  ENGLAND 

Tel:  852  5  8978447  Tel:  44-494-891050 

Fax:  852  5  598246  Fax:  44-494-890757 


j  Bridge  Plaza  North 
te302 

1  Lee,  New  Jersey  07024 
>.A.  Tel:  800-553-3575 
<:  201  461-9808 


Business  Week's  Exclusive 
Fund  Rating?  are  displayed 
on  your  computer,  along  with 
over  25  key  performance 
factors,  including:  Sales 
Charge,  Assets  in  Millions  of 
Dollars,  Beta  Factor  for  Risk 
Level,  etc. 

Powerful  Data  Management 
Software  is  built  in.  With  just 
a  few  keystrokes,  this  menu- 
driven  program  narrows  the 
field  to  funds  that  meet  your 
specific  investment  criteria. 


Organize  Your  Selected  Data 
in  Lotus  1-2-3  or  any  of 

several  word  processing  or 
graphics  package  that  accept 
ASCII  files,  and  you  can 
generate  your  own  tailor-made 
charts  or  databases,  showing  the  information  that 
means  the  most  to  you  in  making  an  investment. 
The  program  is  also  integrated  for  use  with  Fund 
Master  TC  from  Time  Trend  Software  and 
Centerpiece  Portfolio  Management  Software  from 
Performance  Technologies.  Source  data  is  supplied 
by  Morningstar,  Inc. 

Receive  Regularly  Updated  Statistics  and  do 
your  own  analysis  so  you  can  make  the  best  possible 
investments.  This  special  25%  new  subscriber 
savings  brings  you  the  newest  data  every  month  for 
the  next  six  months. 

CharttheFutureAtHomeOrthe  Office,  because 
the  BusinessWeek  Mutual  Fund  Scoreboard 
Diskettes  require  only  256K  memory  and  DOS 
version  2.1  or  higher.  You  don't  need  special 
software,  a  hard  disk,  mouse,  modem,  graphics 
board,  or  even  a  color  monitor! 

Self-Contained,  Menu-Driven,  Current.  Your 
subscription  puts  all  of  the  investment  information  you 
need  right  at  your  fingertips.  To  order,  FAX  or  mail  the 
attached  coupon  or  call  Toll  Free  1-800-553-3575. 


hformation  Processin 


COMPUTERS  I 


PUNCHING  IN  A  WHOLE  NEW 
SET  OF  COMMANDS  AT  DEC 


CEO  Palmer's  cutback-driven  overhaul  looks  good,  for  now 


Ei 


verybody  knows  a  hungry  sales 
force  sells  harder.  Everybody,  that 
is,  except  Digital  Equipment  Corp. 
founder  Kenneth  H.  Olsen.  He  always 
figured  that  a  commissioned  sales  force 
would  put  its  own  interests  before  those 
of  customers.  So  dec's  sales  team 
worked  on  straight  salaries — hefty  ones, 
at  that.  No  longer.  In  one  of  his  first 
official  acts  as  DKc's  chief  executive, 
Robert  B.  Palmer  is  putting  dec's  sales- 
people on  notice:  Starting  Jan.  1,  up  to 
307'  of  their  existing  salaries  will  come 
from  sales  commissions — or  be  lost. 

That's  just  one  item  atop  a  laundry 
list  of  changes  that  Palmer  is  drawing 
up  for  DEC.  In  the  process,  he's  out  to 
radically  remake  the  limping  $13.9  billion 
minicomputer  maker.  Palmer's  bitter 
medicine,  broadly  outlined  in  a  Sept.  30 
telecast  to  employees,  portends  some  $1 
billion  in  cutbacks.  He  wants  an  organi- 
zational overhaul  aimed  at  giving  man- 
agers responsibility  for  everything  from 
pricing  to  marketing  strategies.  And 
Palmer  made  clear  that  he  has  no  pa- 
tience for  the  plodding  decision-making 
that  has  kept  DEC  from  responding  to 
market  changes.  "If  people  don't  make 
decisions,  I  will,"  Palmer  warned. 
QUICK  START.  So  far,  so  good.  "These 
are  huge  steps,"  says  Prudential  Securi- 
ties Inc.  analyst  Laura  C.  Conigliaro. 
"They  will  change  the  way  the  company 
does  business."  However,  analysts  are 
cjuick  to  point  out  that  this  does  not 
necessarily  assure  a  rebound  for  DEC, 
which  lost  $3.4  billion  in  the  past  two 
years.  That  will  require  a  long-term 
plan,  which  Palmer  is  still  plotting. 

But  this  much  is  plain:  DEC's  new  boss 
isn't  counting  on  a  languorous  honey- 
moon. Palmer  kicked  into  high  gear 
right  after  his  July  22  nomination  to 
dec's  top  job — long  before  he  officially 
took  over  on  Oct  1.  He  canceled  amuse- 
ment park  outings  for  employees  and 
their  families.  He  took  back  company 
cars  from  all  but  the-  busiest  salespeople 
and  even  ignored  Olsen's  aversion  to 
debt  by  preparing  a  $1  billion  bond  offer- 
ing— ^just  in  case  he  needs  money  for 
severance  payments  and  the  Nov.  10 
rollout  of  new  computers. 

If  that  wasn't  enough  to  make  DECers 
sit  up  and  take  notice,  there  was  Palm- 


er's killjoy  approach  to  budgeting.  In- 
stead of  letting  engineers  negotiate  their 
annual  budgets,  as  Olsen  had  done. 
Palmer  put  unit  managers  in  charge  of 
funding.  Now,  money  is  allocated  strict- 
ly by  how  much  each  business  plans  to 


ROBERT  PALMER'S 
BLUEPRIHT  FOR  DEC 

►  Put  sales  iotce  on  commissions  for 
first  time,  cut  company  cars 

►  Appoint  a  single  executive  to  man- 
age worldwide  sales 

►  Combine  two  computer  design 
groups  into  one 

►  Reduce  engineering's  role  in  setting 
their  own  annual  budgets 

►  Streamline  by  consolidating  150 
business  units  into  10 


sell.  "That's  never  happened  I" 
says  a  sales  manager.  "Ken  \\<m; 
'Well,  give  them  the  money.'  " 

Palmer,  a  product  of  the  cui 
semiconductor  biz,  is  trying  to 
DEC  with  the  chip  industry's  co.'j( 
sciousness.  After  taking  over  DE( 
ufacturing  in  1990,  Palmer  linkejc 
division  with  the  design  units  in 
cessful  effort  to  hold  down  costs, 
than  two  years,  he  shut  10  facj 
More  such  moves  at  DEC  could  I 
withstand  the  downward  spiral  ii  | 
puter  [iriees. 

SOME  SKEPTICS.  Palmer's  remec ' 
DEC  also   requires   dramatic  bl 
ting — a  tough  prospect  for  a  co 
that  has  already  seen  its  share  o 
Since  1989,  DEC  has  eliminated 
jobs.  In  July,  it  laid  off  another 
leaving  a  staff  of  about  109,000.  M- 
analysts  estimate  about  15,000— 
the  offing,  funded  by  a  $1.5  bill 
structuring  charge  taken  in  the  ( 
ny's  fourth  quarter,  ended  June  '. 

More  fundamental,  Palmer  mn 
tend  with  dec's  heavy  reliance  <ii 
computers — a  slow-growth  bu.■^in 
best.  Olsen  was  reluctant  to  e 
such  new  trends  as  desktop  com! 
and  "open  systems,"  which  let  ci 
ers  use  gear  from  a  variety  of  ma| 
turers.  Even  when  the  company 
such  products,  it  didn't  have  a 
marketing  plan  for  selling  then 
customers,  such  as  Rick  Lara,  ar 
ciate  vice-president  at  Los  A 
based  Maxicare  Health  Plans  In( 
what  they  hear  of  Palmer's  refon 
remain  skeptical.  "We're  beinj 
tious,"  says  Lara. 

Indeed,  a  turnaround  driven 
pense  reductions  didn't  last  at 
minicomputer  maker  Data  General 
It  slipped  back  into  the  red  this 
after  cost-cutting  had  yielded  tem; 
profitability.  Analysts  say  if  DEC  c 
develop  a  consistent  technology 
gy,  it  won't  fare  any  better.  "If  a 
doing  is  cutting  costs,  it's  ultima 
failure,"  says  PaineWebber  Inc 
Stephen  K.  Smith.  "Marketing  m 
whole  new  initiative  from  the  top  c 

As  he  reshapes  DEC,  Palmer  is 
ing  the  globe  for  executives  to  r 
those  who  left  during  Olsen's  ( 
last  months.  Palmer's  No.  1  recru 
priority:  finding  an  executive 
dec's  European  business,  which  c 
utes  48a  of  the  company's  reveni 

So  how  long  before  he  whips  DI 
fighting  shape?  Palmer,  who  zips  £ 
the  country  roads  near  his  Si| 
(Mass.)  home  in  a  Porsche  Tar'i. 
promising  a  full  turnaround  phmr 
days.  If  there's  one  thing  this  gu>i 
it's  moving  fast. 

By  Gary  Mc Williams  in 
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At 


bout  six  years  ago,  I  decided  to  stop  smoking.  So  I  tried  cold  turkey.  But  soon,  my  wife  caught  me 
neaking  cigarettes  out  the  bathroom  window. 


2UITE  FRANKLY,  I  NEVER  THOUGHT 
^  COULD  REALLY  QULT  SMOKLNG. 


Then  my  doctor  suggested  Habitrol™  Hahitrol  is  a  skin  patch,  available  only  by  prescription  to  help  relieve 
licotine  cravings.  When  used  as  part  of  a  comprehensive  behavioral  smoking  cessation  program,  it's  been 
linically  proven  to  increase  the  chances  of  quitting  in  the  critical  first  three  months.  That's  when  nicotine 
I'ithdrawal  symptoms  force  many  people  back  to  smoking. 

As  part  of  my  smoking  cessation  program,  I  attended  a  support  group  my  doctor  recommended.  He  also 
;ave  me  a  free  support  kit  with  tips  on  getting  through  the  rough  times.  And  an  audio  tape  for  relaxation 
,nd  motivation. 

Since  Habitrol  contains  nicotine,  do  NOT  smoke  or  use  other  nicotine  containing  products  while  receiving 
■labitrol  treatment.  If  you're  pregnant  or  nursing,  or  have  heart  disease,  be  sure  to  first  find  out  trom  your  doctor 
^11  the  ways  you  can  stop  smoking.  If  you're  taking  a  prescription  medicine  or  are  under  a  doctor's  care,  talk 
vith  your  doctor  about  the  potential  risks  of  Habitrol.  Habitrol  shouldn't  be  used  for  more  than  three  months. 

If  you're  really  determined  to  quit,  ask  your  doctor  it  Habitrol  as  part  of  a  comprehensive  smoking  cessation 
)rogram  is  right  for  you.  Or  call  l-SOO-YES-U-CAN,  for  a  brochure  today. 

If  you're  tired  of  quitting  and  failing,  Habitrol  can  help  you  with  the  nicotine  craving  and  this  can  help  you  in 
'our  program  to  quit  smoking.  After  that,  it's  up  to  you. 

YOmE  GOT  THE  WILL,  NOW  YOU  CAN  HAVE  THE  POWER.  Habitrol 

(nicotine 

armaceuticais  tpansclermal 

CiB^-GEIGY  Corporalion 
ew  Jersey  07901 
B^-GEIGY  Corporalon 


273-22860-A  C•!7C^■0■m^ 

See  next  page  for  additional  important  information.  . I 


Habitrol" 

(nicotine  transdermal  system) 

Systemic  delivery  of  21 . 14,  or  7  mg/day  over  24  hours 

BRIEF  SUMMARY.  FOR  FULi  PRESCRIBING  INFORMATION  SEE  PACKAGE 
INSERT. 

INDICATIONS  AND  USAGE 

HjIiiIk  ii  iiiMimtiii  IS  indiuled  as  an  aid  lo  smoking  cessation  loi  Itie  teliel  ol  nico- 
line  wilhdidwal  symplonis  Habitrol  liealmeni  should  be  used  as  a  part  ol  a  com- 
piehensive  behaviotal  smoking  cessaiion  pfogram 

Ihe  use  ol  Habilrol  systems  lot  longer  than  3  monlbs  has  not  been  studied 
CONTRAINDICATIONS 

Use  nl  HaDdrol  systems  is  conlraindicated  in  patients  *ilh  hypersensitivity  or  alter  - 
gy  lo  nicotine  or  lo  any  ol  the  components  ol  the  therapeutic  system 
WARNINGS 

Nicotine  Irom  any  source  can  be  toxic  and  ad()ictive  Smoking  causes  lung  cancer 
heart  disease  emphysema,  and  may  adversely  atlecl  the  tetus  and  Ihe  pregnant  woman 
For  any  smoker  with  or  without  concomitant  disease  or  pregnancy  tlie  risk  ot  nicotine 
replacement  in  a  smoking  cessation  program  should  be  weighed  against  the  hazard  ot 
continued  smoking  while  using  Habitrol  systems  and  Ihe  likelihood  ot  achieving  ces- 
sation ol  smoking  without  nicotine  replacemeni 
Pregnancy  Warning 

Tobacco  smoke  which  has  been  shown  lo  be  harmtui  to  the  letus,  contains 
nicotine  hydrogen  cyanide  and  carbon  monoxide  Nicotine  has  been  shown  in 
animal  studies  to  cause  letal  harm  it  is  Iherelore  presumed  that  Habitrol  treat- 
ment can  i.ause  letal  harm  when  administered  to  a  pregnant  woman  The  etiect 
ot  nicolme  delivery  by  Habitrol  systems  has  not  been  examined  in  pregnancy 
(see  PRECAUTIONS  Other  Ettectsi  Therelore,  pregnant  smokers  should  be 
encouraged  to  attempt  cessation  using  educational  and  behavioral  interven- 
tions betnre  using  pharmacological  approaches  II  Habitrol  therapy  rs  used 
dii"iiO  i:n  0'')'i' V  '      i'lt'fiii  tiecomes  pregnant  while  using  Habitrol 
!!■  i'  ■'  i:  ■  .  ::•  i^piised  Ot  Ihe  potential  hazard  10  the  telus 

Safety  Note  Concerning  Children 

Ihe  amounts  ol  nicotine  that  are  tolerated  by  adult  smokers  can  produce  symptoms 
ot  poisoning  and  could  prove  tatal  it  Habitrol  systems  are  applied  or  ingested  by 
children  or  pets  Used  21  mg/day  systems  contain  about  BCo  (32  mgl  ol  their  ini- 
tial drug  content  Therelore  patients  should  be  cautioned  to  keep  both  used  and 
unused  Habitrol  systems  out  ot  the  reach  ot  children  and  pels 
PRECAUTIONS 
General 

The  patient  should  be  urged  to  slop  smoking  completely  when  initiating  Habitrol 
therapy  (see  DOSAGE  AND  ADMINISTRATION)  Patienis  should  be  inlormed  that  rl 
they  continue  to  smoke  while  using  Habitrol  systems  they  may  experience  adverse 
ettects  due  to  peak  nicotine  levels  higher  than  those  experienced  (rom  smoking 
alone  II  there  rs  a  clinically  sigmticant  increase  in  cardrovascular  oi  other  ettects 
atliibutable  to  nicotine  the  Habitrol  dose  should  be  reduced  or  Habitrol  treatmenl 
disconlinued  (see  WARNINGS)  Physicians  should  anticipate  that  concomitant 
medications  may  need  dosage  adiustmeni  (see  Drug  Interactions) 

Ihe  use  ol  Habitrol  systems  beyond  3  months  by  patients  who  slop  smoking 
shfiiiH  >:r  iV:  iHiiaged  tiecause  the  chronic  consumption  ol  nicotine  by  any  route 
i.i  ■  ■  ■  ■/  '   ri:J  .iddicting 

Allergic  Reactions:  In  a  6-week  open-label  dermal  irritation  and  sensitization 
study  ol  Hdbiliol  systems  22  ot  220  patients  exhibited  detinite  erythema  at  24 
hours  alter  application  Upon  rechalleiige  3  patients  exhibited  mild-to-moderate 
contact  allergy  Patients  with  contact  sensitization  should  be  cautioned  that  a  seri- 
ous reaction  could  occur  troni  exposure  to  other  nicotine-containing  products  or 
smoking  In  the  elticacy  trials  erythema  lollowing  system  removal  was  typically 
seen  in  about  1  Ta  ot  patients  some  edema  m  4%  and  dropouts  due  to  skin  reac  - 
Irons  occurred  m  6%  ol  patients 

Patients  should  be  instructed  to  promptly  discontinue  the  Habitrol  treatment 
and  contact  their  physicians  it  they  experience  severe  or  persistent  local  skin  reac- 
lions  at  the  site  ot  application  (e  g  severe  erythema  pruritus  or  edema)  oi  a  gen  - 
eralized  skin  reaction  (e  g  urticaria  hives  or  generalized  rash) 
Skin  Disease:  Habitrol  systems  are  usually  well  tolerated  by  patients  with  normal 
skin  but  may  be  irritaiing  tor  patients  with  some  skin  disorders  (atopic  or  eczema  - 
lOLis  derniatilis) 

Cariioyasculai  ot  Peripheral  Vascular  Diseases:  The  nsks  ot  mcotme 
repi.ii  --iiii  iii  ir'  [latieiits  wilti  reitain  caidiovascolar  ,ind  peripheral  vascular  dis- 
eases stuiiild  tit;  weighed  against  the  benelits  ol  including  nicotine  replacemeni  in 
a  smoking  cessation  program  lor  them  Specilically  patients  with  coionary  heart 
disease  (history  ot  myocardial  mtarction  and/or  angina  pectoris)  serious  cardiac 
arrhythmias  or  vasospastic  diseases  (Buerger  s  disease  Prinzmetal  s  variant  angi  ■ 
nal  should  be  carelully  screened  and  evaluated  belore  nicotine  replacemeni  is  pre- 
scribed 

Tachycardia  occurring  in  association  with  the  use  ot  Habitrol  Ireatment  was 
reported  occasionally  It  serious  cardiovascular  symptoms  occur  with  Habitrol 
treatment  it  should  be  discontinued 

Habitrol  treatmenl  should  generally  not  be  used  in  patients  during  the  immedi- 
ate post  myocardial  mtarction  period  patients  with  serious  airythmias  and 
patienis  with  seveie  or  worsening  angina  pectoris 
Denal  or  Hepatic  Insutficiencf:  Ihe  phaimacokinelics  ot  nicotine  have  not 
been  'Jiidieil  in  itie  riiieiiy  oi  in  patients  with  renal  or  hepatic  impairment 
However  given  thai  nicotine  is  extensively  metabolized  and  thai  its  total  system 
clearance  is  dependent  on  liver  blood  How  some  inlluence  ot  hepatic  impairment 
on  ilriiq  kmelirs  Irpdin  ''il  rieaiance)  should  be  anticipated  Only  severe  renal 
in  !■  liMi'  I '  A" .  : !  Ill'  1     led  lo  atlecl  the  clearance  ol  nicotine  or  its  metabolites 
II         ■  .  :■      .  -   !  iNICAl  PHARIVIACOLOGY  Pharmacokinetics) 
Endocrine  Diseases:  Haliilrnl  liealmenl  should  be  used  with  caution  in 
patients  wilh  hyperlhyrmdism  phor)cbromocytoma  or  insulin  dependcnt  dia- 
betes since  nicotine  causes  Ihe  release  ot  catecholamines  by  the  adrenal  medul- 
la 

Pepf/cl/teerO/sease:  Nicotine  delays  healing  inpe[)tic  ulcer  disease  therelore 
Hjhi'iul  in  .iinieni  siiuniit  tie  used  with  caution  in  patients  with  active  peplic  ulcers 

.mil  n'i  Ai  1..  I  I ''iMil  including  nicotine  replacement  in  a  smoking  cessa- 

li  ■       I  I      ;.v  nsks 

Accelerated  Hypertension:  Nicotine  constitutes  a  risk  laclor  lor  development 
ul  malignjnl  hypertensiun  in  patients  with  accelerated  hypertension  Iherelore 
Habilrol  Ireatment  should  be  used  with  caution  in  these  patients  and  only  when  Ihe 
benelits  ol  including  nicotine  leplacemenl  in  a  smoking  cessation  program  out- 
wf'igh  Ihe  risks 
Inlormation  (or  Patients 

A  patient  iristiuclioii  stieet  is  included  in  the  package  ot  Habilrol  systems  dis- 
pensed lo  the  patient  It  contains  important  inlormation  and  instructions  on  how  lo 
ise  and  dispose  ol  Habitrol  systems  property  Patients  should  be  encouraged  to 
ask  questions  ot  the  ptiysician  and  pharmacist 

P  iiimls  must  be  advised  to  keep  both  used  and  unused  systems  out  ol  the  leach  ot 


childien  and  pels 
Drug  Interactions 

Smoking  cessation  with  or  without  nicotine  replacement,  may  alter  the  pharma- 
cokinetics ol  certain  concomitant  medications 
May  Require  a  Decrease  in 

Dose  at  Cessation  ot  Smoking     Possible  Mechanism 

Acetaminophen,  catteine  Deinduchon  ot  hepatic 

imipramine  oxazepam  enzymes  on  smoking 

pentazocine,  propranolol  cessation 
theophylline 


Insulin 


Increase  ot  subcutaneous 
insulin  absorption  with 
smoking  cessation 


Adrenergic  antagonists  Decrease  in  circutalinq 

(eg  prazosin,  labetalbl)  catecholamines  with 

smoking  cessation 

May  Require  an  Increase  In 

Dose  at  Cessation  ol  Smoking      Possible  Mechanism 

Adieneigic  jgonicls  Deciease  m  circulating 

le  g  licpnilerenul  ■  i'-  ■    ■■  ■  ;.'!h 

phenylephrine)  '  • 

Carcinogenesis,  Mutagenesis,  Impairment  ol  Fertility 

Nicotine  ilselt  does  not  appear  lo  be  a  carcinogen  in  taboialory  animals  However 
nicotine  and  its  metabolites  increased  the  incidence  ol  tumors  in  Ihe  cheek  pouch- 
es ot  hamsters  and  lorestomach  ot  F344  rats  respectively,  when  given  in  combina- 
tion with  tumor-imliators  One  study  which  could  not  be  replicated  suggested  thai 
cotinine,  the  primary  metabolite  bt  nicotine  may  cause  lymphoielicular  sarcoma  in 
the  large  intestine  in  rats 

Nicotine  and  cotinine  were  not  mutagenic  in  the  Ames  Sslmonelli 
test  Nicotine  induced  reparable  ONA  damage  in  an  f  coli  lest  system  Nicotine 
was  shown  lo  be  genotoxic  in  a  lesi  system  using  Chinese  hamster  ovary  cells  In 
rals  and  rabbits,  implantation  can  be  delayed  or  inhibited  by  reduclion  in  DNA  syn- 
thesis lh,ii  ippear,  lo  be  caused  by  nicotine  Studies  have  shown  a  decrease  in  litter 
size  II  •■■  ■      ■ .'.  ■■     oline  during  gestation 
Pregnancy  Category  0  (see  WARNINGS) 

The  tidii',',,,  ■  ii-  :.,  : :  igarette  smoking  on  maternal  and  letal  liealthare  clearly 
established  These  include  low  birth  weight,  an  increased  risk  ot  spontaneous 
abortion  and  increased  perinatal  mortality  The  specilic  ettects  ol  Habitrol  Ireal- 
ment  on  total  development  are  unknown  Therelore  pregnani  smokers  should  be 
encouraged  to  attempt  cessation  using  educational  and  behavioral  interventions 
belore  using  pharmacological  approaches 

Spontaneous  abortion  during  mcoline  replacement  therapy  has  been  reported 
as  with  smoking  nicotine  as  a  contributing  laclor  cannot  be  excluded 

Habitrol  Ireatment  should  be  used  during  pregnancy  only  rt  the  likelihood  ot 
smoking  cessation  lustities  the  potential  risk  ot  use  ol  nicotine  replacement  by  the 
patient  who  may  continue  to  smoke 
Teratogenicity 

Animal  S/i/rf/es;  Nicotine  was  shown  lo  produce  skeletal  abnormalities  in  Ihe  ott- 
spiing  ol  iiiiie  when  given  doses  toxic  to  the  dams  (25  mg/kg/day  IP  or  SO 
Human  Studies:  Nicotine  teratogenicity  has  not  been  studied  in  humans  except 
as  a  component  ol  cigarette  smoke  (each  cigarette  smoked  delivers  about  1  mg  ot 
nicotine)  II  has  not  been  possible  to  conclude  whether  cigarette  smoking  is  terato- 
gen" Ir,  hn-nans 
Other  Effects 

Animal  Studies:   nicotine  bolus  (up  to  2  mg/kg)  lo  pregnani  rhesus  mon- 
keys caused  acidosis  hypercarbia  and  hypotension  (tetal  and  maternal  con- 
centrations were  about  20  limes  those  achieved  alter  smoking  1  cigarelte  in  5 
minutes)  Fetal  breathing  movements  were  reduced  in  the  letal  lamb  alter 
intiavenous  iniection  ot  0  25  mg/kg  nicotine  to  the  ewe  (eguivalent  to  smok- 
ing 1  cigarette  every  20  seconds  lor  5  minutes)  Uterine  blood  How  was 
reduced  about  30%  alter  mlusion  ol  0  1  mg/kg/min  nicotine  tor  20  minutes  to 
pregnant  rhesus  monkeys  (eguivalent  lo  smoking  aboul  6  cigarettes  every 
minute  lor  20  minutes) 

Human  Ctperience:  Cigarette  smoking  during  pregnancy  is  associated  with  an 
iniie,)   '   ■  I  ,    '  ineous  abortion  tow-birth-weight  intants  and  perinatal  mor- 
tality Nil  III. lie  diiii  I  ,jii».in  monoxide  are  considered  the  most  likely  mediators  ot 
these  outcomes  Ihe  ettects  ot  cigarette  smoking  on  letal  cardiovascular  parameters 
have  been  sludred  near  term  Cigaiettes  increased  letal  aortic  blood  How  and  heart 
rate  and  decreased  uterine  blood  How  and  letal  breathing  movements  Habilrol 
treatmenl  has  not  been  studied  in  pregnant  humans 
Labor  and  Delivery 

Habilrol  systems  are  not  recommended  lo  be  letl  on  during  labor  and  delivery  The 
ellerls  ol  nicotine  on  the  mother  or  the  letus  during  labor  are  unknown 
Nursing  Mothers 

Caution  should  be  exercised  when  Habiliol  therapy  is  administered  to 
nursing  women  The  satety  ol  Habitrol  treatment  m  nursing  intanis  has  not 
been  examined  Nicolme  passes  treely  into  breast  milk  the  milk-lo-plasma 
ratio  averages  2  9  Nicotine  is  absorbed  orally  An  mtanl  has  Ihe  abihly  to 
clear  nicotine  by  hepatic  tirsl-pass  clearance  however  the  elticiency  ot 
removal  is  probably  lowest  al  birth  The  nicotine  concenlrations  in  milk  can 
be  expected  to  be  lower  with  Habitrol  Ireatment  when  used  as  directed  than 
with  cigarette  smoking  as  maternal  plasma  nicotine  concenlrations  are 
generally  reduced  with  nicotine  replacement  Ihe  risk  ot  exposure  ot  the 
intant  to  nicotine  Irom  Habiltol  systems  should  be  weighed  against  the 
risks  assocrated  with  the  intani  s  exposure  lo  nicotine  Irom  continued 
smoking  by  the  mother  (passive  smoke  exposure  and  contamination  ol 
breast  milk  with  other  components  ot  tobacco  smoke)  and  Irom  Habitiol 
systems  alone  or  in  combination  with  continued  smoking 
Pediatric  Use 

Habilrol  syslem:,  aie  not  recommended  lor  use  in  children  because  the  satety  and 
ellei  iiveness  nl  Habitrol  Irealmenl  in  children  and  adolescents  who  smoke  tiave  not 
been  evaluated 
Geriatric  Use 

Forty-eighl  patients  over  the  age  ot  60  participated  in  clinical  liials  ot  Habilrol  ther- 
apy Habitrol  therapy  appeared  lo  be  as  etteclive  in  this  age  group  as  in  youngei 
smokers 

ADVERSE  REACTIONS 

Assev  n  ■  '  '  ;  I.I  ■  I  '76015  in  Ihe  792  patients  who  participated  in  controlled 
cluneal  ;:„:i ,  i   ncij,  ,i  died  by  Ihe  occurrence  Ot  Gl  and  CNS  ettects  ot  nicotine 
withdrawal  as  well  as  nicotine  excess  The  actual  incidences  ol  both  are  conlound 
ed  by  concurrent  smoking  by  many  ol  the  patienis  In  the  trials  when  reporting 
adverse  events  Ihe  invesligalois  did  not  attempt  to  identity  the  cause  ol  Ihe  symp- 
Inm 

Topical  Adverse  Events 

Ihe  most  common  adverse  event  associated  with  topical  nicotine  is  a  short-lived 
erythema  pruritus  or  burning  at  the  apptication  site,  which  was  seen  al  least  once 


in  35%  ol  patients  on  Habitrol  treatment  in  the  clinical  trials  Local  erytherria 
system  removal  was  noted  at  least  once  in  1 7%  ot  patients  and  local  edemal 
Erythema  generally  resolved  within  24  hours  Cutaneous  hypersensrtivity  (cl 
sensilization)  occurred  in  2%  ot  patients  on  Habitrol  treatmenl  (see  PRECAIJ 
HONS  Alleigic  RedCtions) 
Probably  Causally  Related 

The  I ,  ,'.  ,      ,c  events  v»ere  reported  more  trequently  m  Habitrol-tieated 
than  III  pldcebo-lieated  patients  or  exhibited  a  dose  response  in  clinical  trials 
Drgestive  system  -  Diarrhea'  dyspepsia' 
Mouth/Tooth  disorders  -  Dry  mouth 
Ivlusculoskeletal  system  -  Arthralgia',  myalgia' 
Nervous  system  -  Abnormal  dieamst  somnolence! 
Freguencres  lor  21  mg/day  system 
■Reported  in  3%  lo  9°i>  ol  patients 
tReported  in  1%  lo  3%  ol  patients 
Umijrkeil  il  lepurted  in  <- 1%  ol  patients 
Causal  Relationship  Unknown 

Adv   ■.'  '  ■:  lied  in  Habilrol- and  placebo-treated  patients  at  aboul  ItJ 
same  Irequeniv  m  i  iinical  trials  are  listed  below  The  clinical  signilicance  oil 
association  between  Habilrol  Irealmenl  and  these  events  is  unknown  but  lhe| 
reported  as  alerting  inlormation  tor  Ihe  clinician 
Body  as  a  whote  -  Altergyt  back  paint 
Cardiovascular  system  •  Hyperlensiont 
Digestive  system  •  Abdominal  paint  conslipaliont  nausea'  vomiting 
Nervous  system  ■  Dizziness'  concentration  impairedl  headache  (17°/o),  insomnij 
Respiratory  system  -  Cough  mcreasedt  pharyngitist  sinusitist 
Urogenital  system  -  Dysmenoirhea' 
Freguencres  lor  21  mg/day  system 
■Reported  in  3%  to  9°b  ol  patients 
tRn!  ■'- :  '■  1'     j'-o  ol  patients 
Uii'ii,i .  •■  •!  m  ■  1%  ol  patients 

DRUG  ABUSE  AND  DEPENDENCE 

Habiliol  systems  die  likely  lo  have  a  low  abuse  polenlial  based  on  ditferences  b| 
It  and  cigarettes  in  lour  chaiacteristics  commonly  considered  important  m  contif 
lo  abuse  much  slower  absorption,  much  smaller  tluclualions  in  blood  tevels.  It] 
blood  levels  ol  nicotine  and  less  Irequent  use  (i  e  once  daily) 

Dependence  on  mcoline  polacrilex  chewing  gum  replacemeni  therapy  hai 
reported  Such  dependence  might  also  occur  Irom  transletence  to  Habilrol  sJ 
ot  tobacco-based  nicotine  dependence  The  use  ot  the  system  beyond  3  moif 
has  not  been  evaluated  and  should  be  discouraged 

To  minimize  Ihe  risk  ol  dependence  patienis  should  be  encouraged  to  withdl 
giadually  Irom  Habilrol  Irealmenl  alter  4  to  8  weeks  ol  usage  Recommended  df 
redurlion  is  In  progressively  decrease  the  dose  every  2  to  4  weeks  (see  DOSAG| 
A[ir,ir;i'  '(■■■'■■■■i 
OVERDOSAGE 

1'  "■  '  i.^.ying  several  Habiliol  systems  simultaneously  or  otswal 
ing  Habitrol  systems  are  unknown  ( see  WARNINGS  Satety  l^ote  Concerning 
Children) 

The  oral  LD...  lor  nicotine  in  rodents  varies  with  species  but  is  in  excess  d 
mg/kg  death  is  6ue  10  respiratory  paralysis  The  oral  mrnimum  lethal  dose  ol 
line  in  dogs  is  greater  lhan  5  mg/kg  The  oral  minimum  acute  lethal  dose  lorf 
tine  in  human  adults  is  reported  to  be  40  to  60  mg  (•.!  mg/kg) 

Two  or  three  Habitrol  30  cm-  systems  in  capsules  led  lo  dogs  weighing  8 
were  emetic  but  did  not  produce  any  other  signilrcanl  clinical  signs  The  adn| 
Iration  ot  these  patches  corresponds  to  about  6-17  mg/kg  ol  nicotine 

Signs  and  symptoms  ot  an  overdose  ot  Habitrol  systems  would  be  exi 
to  be  Ihe  same  as  those  ot  acute  nicotine  poisoning  including  pallor  coll 
sweat  nausea  salivation  vomiting  abdominal  pain  diarrhea  headache.F 
ness  disturbed  hearing  and  vision,  tremor,  mental  contusion,  and  weaknl 
Prostration  hypotension  and  respiratory  tailure  may  ensue  with  large  ovl 
doses  Lethal  doses  produi;e  convulsions  quickly  and  death  tollows  as  a  [ 
ol  peripheral  or  central  respiratory  paralysis  or  less  trequently,  cardiac  1^ 
Overdose  From  Topical  Exposure 
III- '■  ■ -"moved  immediately  lithe  patient  shows  sigrl 

ovei  1  :  "  .  ■  ■  '  '  uld  seek  immediate  medical  care  The  skin  suif 
may  be  liusOeU  with  walei  dnd  dried  No  soap  should  be  used  since  it  may 
increase  nicotine  absoiption  Nicotine  will  continue  lo  be  delivered  into  the  bl 
stream  lor  several  hours  (see  CLINICAL  PHARMACOLOGY  Pharmacokinetic| 
alter  removal  ot  the  system  because  ol  a  depot  ot  nicotine  in  the  skin 
Overdose  From  Ingestion 
Persons  ingesting  Habitrol  systems  should  be  relerred  to  a  health  care  lacitilyl 
management  Due  to  the  possibilily  ol  nicotine-induced  seizures  activated  chl 
coat  should  be  administered  In  unconscious  patients  with  a  secure  airway  ml 
activated  charcoal  via  nasogastric  tube  A  saline  cathartic  or  sorbilol  added  lol 
tirsl  dose  ot  activated  charcoal  may  speed  gdstromteslinal  passage  ol  the  sys| 
Repeated  doses  ot  activated  chaicoal  should  be  administered  as  long  as  the  s 
lem  lemairis  ni  Ihe  qaslioinleslinal  trad  since  it  will  conlinue  lo  release  nicoli| 
many  hours 

Management  of  Nicotine  Poisoning 

Other  supportive  measures  include  diazepam  or  barbiturates  lor  seizures  alropnj 
excessive  bronchial  secretions  or  diarrhea  respiratory  support  lor  respiratory  tai 
and  vigorous  lluid  support  tor  hypotension  and  cardiovascular  collapse 
Safety  and  Handling 

Habitrol  systems  can  be  a  dermal  irritant  and  can  cause  contact  sensitization 
Although  exposure  ol  health  care  workers  to  nicotine  Irom  Habitrol  systems  s 
be  minimal  care  should  be  taken  to  avoid  unnecessary  contact  with  active  sy; 
tems  II  you  do  handte  active  systems  wash  wilh  water  alone  since  soap  may 
im  lease  nicotine  absorption  Do  not  touch  your  eyes 
Disposal 

When  Ihe  used  system  is  removed  Irom  the  skin  il  should  be  lolded  over  and  p 
in  the  protective  pouch  whrch  contained  the  new  system  The  used  system  shou 
immediately  disposed  ol  in  such  a  way  lo  prevent  its  access  by  children  or  pets 
patient  inlormation  tor  lurther  directions  tor  handling  and  disposal 
How  to  Store 

Do  not  store  above  86  F  (30  C)  because  Habitrol  systems  are  sensitive  to  he; 
slight  discoloration  ol  Ihe  system  is  not  sigmticant  , 

Do  not  store  unpouched  Once  remover)  Irom  the  protective  pouch  HabilK 
systems  should  be  applied  promptly  since  nicotine  is  volatile  and  the  system 

lose  strength 

CAUTION:  Federal  law  prohibits  dispensing  without  prescription 
Printed  inUSA  C92-liRev.i 

BASEL 

Pharmaceuticals 

Dist  by 
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HOT  IN  THE  ARM  FOR 
E  FIGHT  AGAINST  CANCER? 


id  by  biotech  advances,  researchers  may  be  closing  in  on  'vaccines'  to  treat  tumors 


October,  Dr.  Steven  A. 
ienberg,  chief  of  surgery 
:he  National  Cancer  Insti- 
Bethesda,  Md.,  began  in- 
five  melanoma  patients 
revolutionary  vaccine.  It 
d  the  patients'  own  tumor 
lich  had  been  genetically 
ind  reintroduced  in  hopes 
ilating  their  immune  sys- 

fight  their  skin  cancer 
ercely.  While  Rosenberg 
results,  Memorial  Sloan- 
g  Cancer  Center  in  New 

about  to  try  something 
Dr.  Bernd  Gansbacher,  an 
st,  will  inject  melanoma 
ley  cancer  patients  with  a 

made  from  lab-grown, 
:ered  tumor  cells.  The 
revent  the  spread  of  [can- 
•oughout  their  bodies," 
'.  Bernadine  Healy,  director  of 
lonal  Institutes  of  Health, 
decades  of  work,  scientists  are 

close  to  such  a  breakthrough, 
lodel  is  vaccines  for  infectious 

such  as  smallpox,  which  work 
g  injections  of  killed  virus  to 
le  immune  system  so  it  responds 
e  live  virus  shows  up.  In  cancer. 


GANSBACHER:  USING  GENES  TO  AWAKEN  THE  IMMUNE  SYSTEM 


such  a  vaccine  would  be  used  therapeuti- 
cally, to  boost  the  immune  systems  of 
patients  already  afflicted.  This  should 
avoid  the  nasty  side  effects  of  chemo- 
therapy and  radiation.  Even  better,  a 
pumped-up  immune  system  might  react 
early  to  recurrence  of  the  cancer.  "The 
most  important  goal  of  cancer  treatment 
is  to  get  patients,  through  their  immune 


systems,  to  fight  cancer  them- 
selves," says  Dr.  Hilary  Ko- 
|)rowski,  a  professor  at  the  Wis- 
tar  Institute  of  Anatomy  & 
Biology  in  Philadelphia. 
'OUT  OF  MY  FACE.'  For  50  years, 
researchers  have  debated  wheth- 
er the  body  produces  an  immune 
response  to  tumor  cells.  But  it 
wasn't  until  the  1970s  that  scien- 
tists at  the  National  Cancer  Insti- 
tute and  elsewhere  began  large- 
scale  trials.  They  injected 
solutions  of  cancer  cells  and  adju- 
vants— immune-system  boost- 
ers— into  patients  suffering  from 
advanced  melanoma,  ovarian  can- 
cer, and  other  malignancies.  The 
results  weren't  especially  encour- 
aging: "It  was  a  'gemisch'  [a  mix- 
ture] that  they  were  injecting," 
says  Samuel  D.  Waksal,  president 
and  CEO  of  ImClone  Systems,  Inc.,  a 
New  York  biotech  company. 

Cancer  vaccine  work  went  under- 
ground after  that.  "The  financial  com- 
munity said:  'Cancer  vaccines,  get  out  of 
my  face,'  "  says  Matthew  F.  Heil,  an 
immunologist  and  partner  at  Delphi 
Group  Ltd.,  a  consultant  in  White  Plains, 
N.  Y.  But  now,  biotech  is  changing  atti- 


ON  THE  WAY  TO  A  CANCER  VACCINE 

entists  are  trying  a  number  of  strategies  to  jolt  the  immune  system  into  mounting  a  defense  against  tumor  cells 


CELLS 

m  a  tumor  or  those 
I  a  lab  are  irra- 
nd  injected  into 

where  they  stimu- 
Timune  response. 
i  measure,  re- 
's add  so-called 
ts  or  infect  the 
1  viruses  to  make 
!m  more  foreign 
>dy 


CHOPPED-UP 
TUMOR  CELLS 

Lab-grown  tumor  cells  are 
chopped  up  before  they're 
injected,  allowing  the 
recipient's  immune  system 
to  "see"  key  antigens- 
proteins  or  sugars— that 
may  be  hidden  inside  the 
cell  and  are  important 
immune-system  stimulants 


TUMOR-ASSOCIATED 
ANTIGENS 

Researchers  are  identi- 
fying antigens  that  are 
unique  to  cancer  cells  but 
might  exist  in  amounts  too 
small  to  excite  the  immune 
system.  In  preliminary 
tests,  scientists  have  begun 
injecting  large  quantities 
of  tumor-associated 
antigens  into  patients 
along  with  adjuvants 


ANTHDIOTYPE 
VACCINES 

Many  human  cancer 
antigens  provoke  only  a 
weak  immune  response 
when  used  as  vaccines. 
So  some  scientists  are 
experimenting  with  more 
potent  synthetic  versions 
that  are  manufactured  in 
the  bodies  of  mice 

DATA,  Dm  i  mmmiiommi  m 


GENE 
THERAPY 

Researchers  are  inserting 
genes  for  tumor-fighting 
substances  into  tumor  cells 
removed  from  a  patient. 
The  altered  cells  should 
provoke  an  immune  re- 
sponse and  churn  out  com- 
pounds toxic  to  cancer 
cells.  The  next  step: 
Adding  genes  for 
tumor-specific  antigens 


ECHNOLOGY 
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Transfer  your 
IRA  to  a  top-ranked 
mutual  fund. 

Here  are  two  solid  reasons  to  transfer  your  IRA  to  Twentieth  Century: 
Select  Investors  is  ranked  #2  and  Growth  Investors  is  ranked  #4 
out  of  324  long-term,  taxable  funds  in  the  country  for  their  perform- 
ance over  the  20-year  period  ending  June  30, 1992.*  For  more 
complete  infomiation  about  a  Twentieth  Century  IRA,  including 
charges  and  expenses,  call  for  a  free  prospectus.  Please  read  the 
prospectus  carefully  before  investing. 

Call  for  a  free  IRA  transfer  kit: 

1-800-345-2021 

■  Ranked  by  Lipper  Analytical  Services,  Inc.,  an  Independent 
mutual  fund  ranking  service  Past  performance  does  not 
guarantee  future  results, 


P.O.  Box  419200.  Kansas  City,  MO  64141-6200 


No -Load  Family  of  Funds 


PLANT  A  TREE  WITH  DISTINGUISHED  ROOTS 

Imagine  having  a  noble  red  maple  in  your  yard  descended  from  one  planted  at 
George  Washington's  Mount  Vernon.  Or  the  offspring  of  a  tree  growing  beside 
Henry  David  Thoreau's  Walden  Pond. 

Now,  through  one  of  America's  leading  conservation  groups,  you  can  enjoy  the 
shade  and  beauty  of  trees  authentically  associated  with  some  of  America's  most 
famous  historical  figures  and  sites. 

Seeds  from  trees  at  the  homes  of  American  presidents,  inventors  and  literary  fig- 
ures, and  at  Revolutionary  and  Civil  War  batdefields,  have  been  collected  and 
germinated  for  planting  at  America's  Historic  Forest  and  in  Historic  Groves 
throughout  the  nation.  A  limited  number  of  these  trees  are  now  available  to  Indivld- 
luils.  as  well. 

Each  Famous  &  Historic  Tree  comes  with  a  photodegradable  growing  tube, 
planting  instructions  and  personalized  Certificate  of  Authenticity  describing  its  his- 
toric lineage.  Saplings  are  well-established,  averaging  27"  in  height,  and 
replacement  is  guaranteed  if  they  fail  to  grow.  Individual  trees  are  priced  at  only 
$35  or  less,  plus  shipping. 

Famous  &  Historic  Trees  is  a  project  of  American  Forests,  the  nation's  oldest 
nonprofit  citizens'  conservation  group.  More  than  one  third  of  each  dollar  from  the 
sale  of  these  trees  goes  to  support  Global  ReLeaf  tree  planting  and  education  pro- 
jects and  to  preserve  the  historic  homes  and  lands  from  which  the  seeds  came. 


To  order,  write  Famous  &  Historic  Trees, 

P.O.  Box  7040,  Jacksonville,  Florida,  32238-7040 

or  call  904-765-0727. 


a®5AL 
RE^LEAF 


A  project  of  American  Forests,  America's  oldest  nonprofit  citizens'conservation  organization. 


tudes.  Its  tools  make  it  possible  i  t 
sect  cancer  cells  and  antibodies,  h 
scientists  understand  how  the  iir 
system  reacts  against  tumors  anc 
to  design  a  vaccine.  This  has  spj 
new  activity  (table)  at  universitie 
.\'f"l,  and  at  biotech  startups,  incl 
ImClone,  Idee  Pharmaceuticals  in  I 
la,  Calif.,  and  Biomira  Inc.  in  Edm 
Alta.  Cancer  vaccines  are  also  a 
goal  for  companies  such  as  Cell  Ge 
in  Cambridge,  Mass.,  and  Genetic  ' 
py  Inc.  in  Gaithersburg,  Md.,  whit 
experimenting  with  slipping  new 
into  human  cells.  Across  the  U.  S. 
are  at  least  three  dozen  vaccine  ti 
the  majority  for  melanoma. 

The  reason  the  body  fails  to  fig! 
cancer  is  that  it  doesn't  see  the  dis 
cells  as  foreign.  Scientists  aren't 
why,  though  they  think  cancerouf 
may  be  so  similar  to  normal  one; 
they  don't  stand  out.  And  they 
grow  too  slowly  at  first  for  immun 
to  spot  them,  or  may  release  comp 
that  suppress  the  immune  system 
FOREiGK  ATTACK.  The  latest  attem 
grapple  with  this  began  in  the  mid- 
when  researchers  infected  tumorj 
with  influenza  or  other  viruses  a 
jected  them  into  patients  suffering 
melanoma  and  other  cancers.  The 
was  that  the  virus  would  produce 
gens — proteins  or  sugars — that 
bud  out  of  the  cancer  cell's  meml 
The  body  would  see  them  as  foreig 
attack.  "The  vaccines  showed  mode 
suits  in  the  clinic,"  says  Dr.  Ral 
Freedman,  chief  of  experimental 
cology  at  M.  D.  Anderson  Cancer  C 
in  Houston.  But  it  was  hard  to  tell ' 
ly  what  caused  an  immune  respon 

That's  where  biotech  comes  in. 
tools  of  molecular  biology,  reseat 
are  beginning  to  identify  antigens, 
ed  either  on  the  outer  coating  of  c 
cells  or  hidden  inside,  that  ma 
unique  to  tumors.  The  idea  is  tha 
mulations  of  these  may  be  more 
five  than  the  messy  concoctions  ui 
experiments  just  a  few  years  ago.|r 

Some  human  trials  using  suchij 
gens  have  already  started.  Dr.  ■ 
Claude  Bystryn  at  New  York  IJniv  f 
is  using  a  vaccine  made  from  a  mir, 
of  several  proteins  removed  from  x 
noma  cell  cultures.  He  has  seen  imt. 
responses  in  about  one-third  of  tl 
tients  given  the  vaccine  after  mela) 
was  surgically  removed  from 
lymph  nodes,  and  he  is  starting  tri| 
see  if  the  vaccine  prevents  recur 
Ribi  ImmunoChem  Research  Ir 
Hamilton,  Mont,  is  testing  its  mela 
vaccine — made  from  a  mixture  of  t 
associated  antigens  with  a  propr 
adjuvant  called  Detox — in  27  res 
centers  in  the  U.  S.  According  t 
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Ueasions,  decisions,  decisions. 


Decider,  decider,  decider. 


01 -sizing,  upgrading,  multi- platform  envi- 
lents.  Today's  computer  hardware  issues  are 
•  numerous,  more  difficult,  more  critical  than 
So  how  do  companies  make  decisions? 
According  to  a  new  IntelliQuest  study,  they 
to  the  only  person  qualified  to  decide.  Some- 
ike  Bob  Barrett.  A  person  with  18  years  in 
)Uters.  Who  oversees  a  technical  staff  of  7  5 . 
A-hose  buying  decisions  and  approvals  affect 
y  3,000  users  worldwide, 
n  other  words,  they  turn  to  the  BYTE  reader. 
19  2%  of  whom  control  the  products  and 
Is  their  companies  buy. 
f  you  want  to  reach  an  audience  as  influential 
s,  then  yours  is  an  easy  decision -advertise 
rE. 

reader  Robert  N.  Barrett,  Vice  President  Management 
ation  Systems,  M/A-  COM,  Inc. 


It  doesn't  g 


YTE,  a  McGraw-Hill  publication  .  For  a  Drespntarinn  r>f  the.  \a 
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company,  survival  in  late-stage  melano- 
ma patients  has  doubled,  to  nearly  two 
years,  compared  with  those  receiving 
chemotherapy.  Biomira  is  using  synthet- 
ic carbohydrate  molecules — modeled  af- 
ter those  found  on  the  surface  of  certain 
solid  tumoi-  cells — in  a  similar  vaccine. 
CUSTOM  CLONES.  Some  companies  are 
trying  to  increase  the  effect  of  anti- 
gens— mainly  complex  fats — that  nor- 
mally would  provoke  weak  immune  re- 
sponses. The  concept  is  complicated,  but 
basically,  researchers  use  mice  to  manu- 
facture synthetic  versions  of  tumor-asso- 
ciated antigens.  These  anti-ids,  as  they 
are  called,  may  arouse  more  of  an  im- 
mune resi)onse  than  the  original  sub- 
stance, partially  because  they  are  more 
foreign.  Vaccines  using  anti-ids  might  do 
the  most  good  in  stalling  recurring  can- 
cers, says  ImClone's  Waksal,  who  imagi- 
nes boosters  every  six  months  or  so:  "If 
you  have  a  strong  immune  response 
there  all  the  time,  that  would  keep  [the 
cancer]  from  growing."  Idee  and  Im- 
Cione  are  testing  anti-id  vaccines  in  post- 
surgery  melanoma  patients. 

Still,  most  cancer  antigens  identified 
so  far  can't  provoke  a  strong  response 
from  T-lymphocytes,  white  cells  that  are 
key  in  destroying  cancer.  The  best  vac- 


cine, say  researchers,  will  employ  a  tu- 
mor-specific antigen  that  also  has  this 
effect.  Last  December,  Thierry  Boon,  di- 
rector of  the  Ludwig  Institute  for  Can- 
cer Research  in  Brussels,  located  the 
first  such  antigen — called  MAGE-1 — in 
melanoma  and  lung  cancer  cells.  He  also 
cloned  the  gene  that  produces  this  pro- 
tein. Dr.  Malcolm  S.  Mitchell,  professor 
of  medicine  and  microbiology  at  the  Uni- 


In  early  vaccine  tests, 
survival  for  late-stage 
melanoma  patients  doubled, 
to  nearly  two  years 


versity  of  Southern  California's  School 
of  Medicine,  has  found  nine  genes  that 
might  produce  antigens  unique  to  mela- 
noma. "To  make  a  synthetic  vaccine  with 
a  mixture  of  these  antigens  shouldn't  be 
impossible,"  says  Mitchell. 

There  are  several  ideas  about  how  to 
administer  these  antigens,  and  gene 
therapy  is  high  on  everyone's  list.  Ro- 
senberg thinks  T-lymphocytes  don't  rec- 


ognize cancer  antigens  if  they 
presented  right.  He  uses  the  analJ 
a  diamond  that  may  not  be  recoj 
by  its  owner  when  placed  in  a  dif 
setting.  For  T-cells  to  see  them 
truders,  cancer  antigens  must  t 
played  by  so-called  HLA-moleculej 
lular  diamond  settings — thatj 
among  individuals.  That's  why  I 
vaccine,  Rosenberg  uses  a  patient] 
tumor  cells.  By  year's  end,  he  plj 
slip  the  gene  for  MAGE-1  into  pa 
melanoma  cells  in  hopes  of  provoj 
strong  cancer  defense. 

Critics  say  it's  hard  to  commer] 
such  individualized  treatments! 
some  patients'  altered  tumor  celll 
growing  before  enough  can  be  harl 
to  make  a  vaccine.  Gansbacher's  v| 
at  Sloan  Kettering  may  offer  a 
solution:  He  uses  lab-grown  me\\ 
cells  that  he  says  can  provoke  f 
sponse  in  407"  of  white  melanoma 
ers  who  have  similar  HLA  moiecull 

In  the  end,  researchers  agree, 
there  are  100  or  more  cancers,  the! 
be  dozens  of  cancer  vaccines,  bad 
more  than  one  technology.  And  on 
perhaps  relatively  soon,  more  canJ 
tients  may  have  a  fighting  chanca 
By  Naomi  FretincUich  in  Nen 


Scuddet  put  100%  of  my  investtnent  to  wor\ 
for  me.Jfs  really  made  a  difference. 

It  stands  to  reason.  Put  100%  of  your  investment  to  work,  and  you'll  sta|F 
off  enjoying  greater  return  potential  than  if  that  amount  were  reduced  by 
sales  load.  That's  why  all  Scudder  Funds  are  pme  no-load™  —  totally  free  \ 
sales  charges  —  and  have  been  since  we  introduced  the  world's  first  i 
no-load  mutual  fund  64  years  ago.  With  Scudder  you  can  invest  in  mon( 
market  funds,  tax  free  funds,  domestic  and  international  bond  fun( ; 
domestic  and  international  stock  funds  —  28  in  all,  and  all  1 
100%  sales  commission  free.  To  discover  what  puie  no-loa^ 
investing  with  Scudder  can  mean  to  you,  call  toll  free. 


Scudder  Funds 
1^00-225-2470 3023 
SCUDDER 


America's  First 
Family  of  No-Load  Funds 


Contact  Scudder  Investor  Services,  Inc.,  Distributor,  for  a  free  prospectus,  which  contains  more  complete  information  on  management  fei 
other  expenses.  Read  it  carefully  before  you  invest  or  send  money. 
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AT  THIS  ANNUAL  INVITATIONAL  SYMPOSIUM, 
THE  REGION'S  LEADING  CHIEF  EXECUTIVES  ARE  CONVENING 
FOR  A  COMMON  PURPOSE: 
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ECONOMIC  ENGINE.. .AND  TO  DISCOVER  NEW  WAYS  TO  ENHANCE 
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Day  Runner  personal 
organizers  are  the 
one  place  more  peo- 
ple turn  to  for  help 
with  their  overloaded 
brain  -  offering  a 
choice  of  over  80 
combinations  of  ma- 
terials, sizes,  and 
styles  of  covers.  and 
over  70  different 
types  of  refills.  some- 
thing worth  remem- 
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/elopments  to  Watc 


IHER  DRUGS  FOR 

RDIER  STRAIN  OF  MALARIA 


Well-controlled  af- 
ter World  War  II, 
malaria  has  come  back 
in  Southeast  Asia,  Afri- 
ca, and  throughout  Latin 
America.  The  pathogens 
that  spread  it  have  ei- 
ther mutated  to  become 
drug-resistant  or  evolved 
ways  to  "spit  out"  the 
drugs.  More  than  1  mil- 
Hon  people,  mainly  chil- 
dren, die  from  malaria 
each  year. 
Hopes  for  a  new  treat- 
me  from  the  Worcester  Foundation  for  Experimental 
a  research  center  in  Shrewsbury,  Mass.  The  work, 
in  the  Sept.  15  Proceedings  of  the  National  Acade- 
■iciences,  hinges  on  new  antisense  drugs.  Strands  of 
ed  oligonucleotides  are  tailored  to  enter  only  red  blood 
ected  by  the  malaria  parasite.  Once  inside,  lab  tests 
iCy  block  the  synthesis  of  proteins  crucial  to  the  para- 
■owth.  Researchers  must  test  the  technique  in  mice, 
clinical  trials,  before  treating  people.  But  already,  they 
new  tool  working  against  any  drug-resistant  microbe 
igen — including  flu  viruses  and  tuberculosis  bacteria. 


mQ  A  POPGUN  TO  SHOOT 
OADS  INTO  ORBIT 


pergun"  that  may  one  day  shoot  projectiles  into  space 
learing  its  first  test  firing.  Essentially  a  giant  BB  gun, 
otype  Super  High  Altitude  Research  Project  (SHARP) 
■  is  being  assembled  in  the  hills  east  of  California's 
:e  Livermore  National  Laboratory,  which  has  spent 
ars  and  $4  million  developing  it. 
rst  SHARP  gun  will  shoot  an  11-pound  projectile  into  a 
)f  sand  at  9,000  mph.  Instead  of  gunpowder,  the  "bul- 
be  propelled  by  hydrogen  gas  that  is  compressed  by  a 
ston  in  a  270-foot-long,  14-inch-diameter  steel  tube. 
3  gas  is  squeezed  to  70,000  pounds  per  square  inch,  it 
)0sh  into  a  154-foot,  4-inch-diameter  barrel  and  blow 
ectile  out. 

test  goes  well,  John  W.  Hunter,  the  Livermore  physi- 
heads  SHARP,  hopes  to  build  bigger  guns  that  eventu- 
Id  launch  7-ton  payloads  into  orbit.  Hunter  figures 
levice  would  take  five  years  and  several  billion  dollars 
But  it  could  deliver  payloads  for  $500  per  kilogram, 
100  for  each  kilogram  carried  by  space  shuttles. 


UG  'COCKTAIL'  THAT 

UP  THE  BODY'S  DEFENSES 


otherapy  and  radiation  kill  cancer  cells,  but  they  also 
.state  the  person  being  treated.  So,  scientists  would 
ight  cancer  by  stimulating  the  body's  own  defense — 
lune  system.  They  have  identified  natural  substances 
interleukin-2  (IL-2)  that  do  this — and  occasionally  have 
1  tantalizing  results  with  purified  IL-2.  But  only  in  a 
ients,  who  still  suffered  some  side  effects. 


Now,  scientists  at  Cel-Sci  Corp.  in  Alexandria,  Va.,  have  a 
new  approach.  They  turn  human  cells  that  produce  IL-2  and 
other  substances  into  miniature  factories  that  manufacture  a 
cocktail  of  more  than  10  immune-boosting  chemicals.  With  that 
many  substances,  says  Cel-Sci  scientific  adviser  Michael  Chiri- 
gos,  the  brew  activates  more  of  the  complex  immune  system — 
at  a  much  lower  dose — than  does  IL-2.  In  a  preliminary  trial  at 
the  H.  Lee  Moffitt  Cancer  Research  Center  in  Tampa,  the 
concoction  was  able  to  boost  levels  of  T-cells,  which  are  key 
immune  cells,  and  dramatically  shrink  neck  tumors.  Chirigos 
thinks  the  approach  may  ultimately  help  fight  bacterial  and 
viral  infections,  too.  The  company  hopes  to  get  Food  &  Drug 
Administration  approval  for  more  cancer  trials  by  yearend. 


CROSS  A  FRACTAL  WITH  A  NEURAL  NET 
AND  YOU  GET— A  STOCK  ANALYST 


Fractals  are  an  effort  to  simulate  nature's  complexity.  Those 
computer  representations  are  tiny,  intricate  patterns  from 
which  models  of  virtually  anything,  from  snowflakes  to  moun- 
tains, can  be  created.  The  insights  from  this  exercise  can  be  so 
exciting  that  Wall  Street  firms  are  funding  extensive  research 
into  fractals  and  its  sister  field,  chaos  theory,  to  see  if  they 
can  predict  stock  market  behavior. 

While  the  Street  is  keeping  mum  about  the  results,  Hitachi 
Ltd.  boasts  that  it  has  developed  a  highly  reliable  way  to 
predict  the  market — by  marrying  neural  networks  and  frac- 
tals. A  neural  net  is  a  complex  web  of  simulated  neurons 
modeled  after  the  brain.  Because  neural  nets  are  adept  at 
uncovering  hidden  patterns,  they  seem  just  the  ticket  for 
traders  and  brokers.  But  designing  nets  capable  of  divining 
the  complexities  of  the  market  has  proved  frustrating. 

That's  where  fractals  come  in.  Using  them,  Hitachi  says  it 
has  created  mathematical  tools  that  quickly  plot  the  optimal 
neural-net  layout  for  a  given  task.  Hitachi  has  bundled  the 
fractal  tools  with  special  workstations  that  run  neural-net 
software.  The  machines  will  go  on  sale  in  Japan  next  March, 
starting  at  $9,000. 


HOW  ABOUT  A  POLYESTER 
SANDWICH  FOR  YOUR  ROOF? 


It  sounds  like  one  of 
those  breakthroughs 
advertised  on  late-night 
TV.  Except  that  it's  from 
Lockheed  Corp.,  design- 
er of  the  F-117  Stealth 
fighter.  Lockheed  engi- 
neers have  come  up  with 
a  new  roofing  material, 
made  of  synthetic  poly- 
mers, that  essentially 
shrink-wraps  existing 
roofs.  Lockheed  says  the 
material,  developed  by 
designers  of  the  space 
shuttle's  exterior  tiles,  is  easy  to  apply,  as  cheap  as  regular 
roofing,  and  should  last  longer. 

The  first  step  is  to  spray  a  Vs-inch-thick  layer  of  black 
rubber  over  existing  roofing.  Polyester  fabric  is  then  applied, 
followed  by  another  rubber  layer.  This  is  sealed  with  a  white, 
reflective,  plastic-like  coating.  Lockheed  says  that  since  1990,  it 
has  reroofed  more  than  160  of  its  buildings  near  Sunnyvale, 
Calif.,  with  "spectacular"  results.  It  is  marketing  the  materials 
and  process  to  contractors. 
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Investing 


PLAYING  THE  PRESIDENTIAL 
FUTURES  NUIRKET 


As  the  Presidential  con- 
tenders enter  the  last 
lap  of  the  '92  race,  in- 
vestors are  already  juggling 
their  portfolios  in  anticipation 
of  the  outcome.  Enough  is 
known  about  each  candidate's 
economic  plans  to  position 
yourself  to  make  the  most  of 
opportunities  no  matter  who 
wins  on  Nov.  3. 

Although  President  Bush 
could  pull  off  a  last-minute 
upset,  Arkansas  Governor  Bill 
Clinton  maintains  a  persistent 
lead.  And  for  several  reasons, 
the  prospect  of  a  Democratic 
victory  doesn't  displease 
much  of  the  normally  conser- 
vative financial  community. 
For  one,  the  President  has 
done  little  to  get  the  sluggish 
economy  moving  and  even 
less  to  reduce  a  staggering 
deficit.  He  has  also  spent  four 
years  locked  in  combat  with 
an  antagonistic  Congress. 

Clinton,  for  his  part,  has 
come  on  strong  as  an  econom- 
ics conservative  who  is  bullish 
on  business.  And  while  the 
Street  normally  dislikes  "tax 
and  spend"  Democrats,  the 
climate  may  be  right  for  gov- 
ernment spending:  Interest 
rates  are  so  low  and  the  econ- 
omy so  fragile  that  spending 


is  likely  to  trigger  growth  be- 
fore inflation.  "Inflation  won't 
heat  up  in  the  near  term," 
says  Dreyfus  Chief  Econo- 
mist Richard  Hoey. 

Not  only  has  the  Street 
warmed  to  Clinton,  it  is  al- 
ready reacting  to  his  moves. 
On  Sept.  25,  a  Clinton  speech 
about  containing  health-care 
costs  contributed  to  a  37-point 
drop  in  the  Dow,  with  health- 
care stocks  leading  the  slide. 

Overall,  the  stock  market 


Clinton's  health  plan 
may  hurt  almost  as 
many  stocks  as  it  aids 


isn't  expected  to  react  dra- 
matically to  a  Clinton  victory. 
It  may  lag  at  first  and  then 
rally.  "You  may  get  an  initial 
negative  reaction  to  Clinton," 
says  Goldman  Sachs  analyst 
William  Dudley.  "But  later 
on,  it  will  be  positive  because 
of  faster  economic  growth." 

Certain  stocks,  though,  will 
be  beneficiaries.  Clinton's 
plan  to  spend  $219.5  billion  to 
rebuild,  reeducate,  and  retrain 
America.  That  would  plow 


fresh  capital  into  building 
roads  and  bridges,  "smart 
highways" — where  computers 
would  control  traffic  flow— 
and  track  for  high-speed  bul- 
let trains.  A  host  of  industries 
from  engineering  and  con- 
struction to  materials  could 
gain. 

Among  the  infrastructure 
winners,  says  Shearson  Leh- 
man Brothers  political  analyst 
Thomas  Gallagher,  might  be 
Kasler,  Granite  Construction, 
Guy  F.  Atkinson,  and  Morri- 
son-Knudsen.  Steel  companies 
such  as  Birmingham,  Nucor, 
LiSX-U.  S.  Steel  Group,  and  Or- 
egon Steel  Mills  would  be  in 
demand.  Heavy-equipment 
makers  such  as  Caterpillar 
and  Ingersoll-Rand  would  also 
benefit.  So  would  materials 
companies  such  as  cement 
maker  Southdown  and  Vulcan 
Materials. 

HURT  AND  HELP.  Another  part 
of  Clinton's  rebuilding  plan 
could  spur  transportation 
stocks.  Development  of  smart 
highways  and  high-tech  short- 
haul  aircraft,  says  Gallagher, 
could  boost  companies  such  as 
Hughes  GM  Electronics,  TRW, 
Electronic  Data  Systems, 
Boeing,  and  General  Electric. 
Clinton's  plans  to  beef  up 


education  and  training 
help  such  companies  a 
tional  Education  and  te) 
publishers.  And  since 
and  his  running  mat 
Gore,  promise  to  be  gua 
of  the  environment.  Gal 
is  bullish  on  'Waste  Mi 
ment  and  Browning-Fer 
dustries,  among  others. 

Clinton's  plan  for 
care  could  hurt  almo 
many  stocks  as  it  helps 
program  would  insure 
one  in  managed-care 
works  at  community 
and  would  cap  prov 
prices,  according  to  Pi 
tial  Securities'  Barbara 
fuss.  A  play-or-pay  str 
would  compel  small  bus 
es  to  help  cover  costs 
winners,  says  Galla 
would  be  managed-care 
ties  such  as  U.  S.  Healt 
United  HealthCare,  and 
Health. 

Drugstores  and  makt 
medical  supplies  could 
from  the  demand  or 
when  35  million  people 
are  currently  uninsured 
the  health-care  sy 
PaineWebber  analyst  E( 
Kerschner  recommends 
ter  and  Becton-Dickinso: 

Now  for  the  bad 
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the  losers  would  be 
es  that  depend  on  fre- 
ice  hikes  for  profits — 
s,  drug  companies, 
rers.  Clinton  wants  to 
5  some  tax  breaks  for 
npanies  and  cap  their 
Some  big  drugmakers 
Merck,  Glaxo,  and 
lyers  Squibb  have  al- 
esponded  to  market 
s,  according  to  Drey- 
ley  could  live  with  a 
they  would  be  hurt  if 
were  extended  to  new 

MANGE.  Small  insurers 
e  in  trouble  because 
lid  neither  charge  ex- 
;ertain  medical  condi- 
r  exclude  others.  But 
uch  as  Aetna  Life  & 
CIGNA,  and  Travel- 
ich  have  moved  into 


managed  care  u\l'1'  the  past 
decade,  should  do  just  fine, 
according  to  Prudential's  G. 
Alan  Zimmermann. 

Other  potential  losers  are 
makers  of  big  high-tech  medi- 
cal equipment  and  biotech 
companies.  Both  produce  ex- 
pensive specialized  products, 
often  for  small  markets.  Fi- 
nally, Clinton's  emphasis  on 
home  care  could  wound  nurs- 
ing home  stocks. 

As  with  the  overall  stock 
market,  bond  markets  aren't 
expected  to  react  dramatically 
to  a  Clinton  victory.  Histori- 
cally, Democrats  and  bonds 
don't  mix,  says  Shearson  Leh- 
man's Gallagher.  That's  be- 
cause increased  spending  can 
spark  higher  interest  rates 
and  drive  bond  prices  down. 
"I  don't  think  a  Clinton  vic- 


tory can  turn  out  positive  for 
bonds,"  says  Prudential  Chief 
Investment  Strategist  Greg 
Smith.  But  few  expect  prices 
to  drop  much,  since  the  weak 
economy  can  easily  absorb  an 
uptick  in  interest  rates. 

Bond  markets,  though, 
would  cheer  a  Bush  win.  And 
it's  probably  not  smart  to  un- 
derestimate the  Republicans' 
potential  to  pull  off  a  last- 
minute  reversal,  especially  in 
light  of  the  Perot  factor.  "A 
Bush  reelection  will  be  more 
of  the  same,"  says  Goldman 
Sachs'  Dudley.  That  could 
mean  rising  bond  prices  be- 
cause inflation,  and  hence  in- 
terest rates,  would  be  lower. 
"So  bonds  would  probably  re- 
spond positively  to  Bush's  re- 
election," says  Merrill  Lynch 
economist  Charles  Clough. 


JSTRIES  FOR  INVESTORS  TO  WATCH  AFTER  THE  ELECTION 


SEaOR 

BUSH  IMPAa 

CLINTON  IMPACT 

COMMENT 

DICAL 
i 

No  change 

Negative 

Clinton  wants  to  cut  down  on  use  of 
expensive  equipmemt 

w 

No  change 

Negative 

Gore  supports  more  FDA-type  regulation 

tuaioN 

No  change 

Positive 

Clinton  will  sink  billions  into  new  infrastructure 

E 

^aoRS 

Negative 

Negative 

Clinton  would  cut  about  twice  as  much  as  Bush 
from  the  defense  budget 

OMPANIES 

No  change 

Negative 

Clinton  seeks  to  limit  drug  prices 

ETAILERS 

Positive 

Positive 

Both  plans  add  to  prescription  demand 

NMENTAL 

No  change 

Positive 

Clinton/Gore  have  a  pro-environment  agenda 

\ND  PPOs 

Positive 

Positive 

Both  Clinton  and  Bush  would  emphasize 
managed  health  care 

G  HOMES 

No  change 

Negative 

Clinton  would  stress  home-care  alternatives 

OMPANIES 

No  change 

Positive 

Clinton  would  improve  roads  end  bridges,  build 
high-speed  rail  line 

DATAt  PRUDENTIAL  SECURITIES  INC.,  SHEARSON  LEHMAN  BROTHERS  INC.,  8W 


The  President  is  proposing 
across-the-board  tax  cuts,  in- 
cluding one  on  capital  gains. 
These  will  benefit  investment 
firms  and  investors,  as  well 
as  retailers  who  cater  to  an 
affluent  clientele.  PaineWeb- 
ber's  Kerschner  singles  out 
Merrill  Lynch,  Bear  Stearns, 
and  retailers  Nordstrom  and 
Tiffany's.  Bush  also  plans  to 
cut  spending,  some  from  non- 
Social  Security  entitlements 
and  some  from  defense.  Still, 
defense-related  companies 
will  fare  a  lot  better  under 
Bush  because  Clinton  would 
cut  about  twice  as  much. 
CYCLICAL.  Health  stocks— par- 
ticularly drugs,  hospitals,  and 
insurers — will  also  do  better 
under  Bush.  Where  Clinton's 
health  plan  requires  small 
businesses  to  foot  the  bill. 
Bush's  relies  on  vouchers  and 
tax  deductions  to  cover  the 
uninsured.  It  would  also  make 
it  easier  for  small  businesses 
to  get  insurance.  "Another 
four  years  of  Bush  would  con- 
tinue to  benefit  health-care 
stocks  and  bonds,"  says  Mar- 
go  Vignola,  a  health-care  ana- 
lyst at  Salomon  Brothers. 

Although  you  can  analyze 
and  debate  the  merits  of  both 
candidates'  plans,  bear  in 
mind  that  business  cycles 
trudge  on  relentlessly,  often 
regardless  of  who  is  in 
charge.  And  the  odds  are  that 
the  recovery  will  pick  up 
steam  early  next  year,  no 
matter  which  of  the  two  can- 
didates gets  the  most  votes. 
If  that's  the  case,  the  man  in 
the  White  House  at  the 
time — whoever  he  is — will  get 
the  credit.  Pam  Black 
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Electronics 

CORDLESS 
PHONES— 
WITH  NO  KINKS 


Anyone  who  has  used 
cordless  phones  knows 
they  can  be  a  pain. 
Walk  too  far  from  the  base 
and  you  lose  the  connection. 
Talk  while  a  neighbor  vacu- 
ums and  you  get  an  earful  of 
static.  And  it's  easy  for 
pranksters  to  eavesdrop  on 
your  calls. 

But  a  new  generation  of 
cordless  phones  offers  solu- 
tions to  many  of  these  prob- 
lems. Manufacturers  have 
even  replaced  the  foot-long 
telescoping  metal  antennas 
with  shorter,  rubbery  ones. 

The  improvements  come  at 
a  price.  While  older  cordless 
phones  cost  $50  to  $250,  the 
upgraded  versions  start  at 
$300  and  can  go  as  high  as 
$500.  Vtech  Communications' 
new  $340  Tropez  900DX,  for 


example,  was  fol- 
lowed to  market  by 
Panasonic's  $500  KX- 
T9000.  Rival  models 
from  Code-a-Phone 
and  Cobra  will  be  out 
later  this  year,  and 
possibly  from  AT&T 
shortly  afterward. 

The  federal  gov- 
ernment can  take 
some  credit  for  the 
improvements.  Two 
years  ago,  the  Feder- 
al Communications 
Commission  carved 
out  a  fresh  slice  of 
the  airwaves — in  the 
900-Mhz  range — for 
the  new  phones.  The 
idea  was  to  improve 
sound  quality  and  re- 
duce airwave  congestion. 

The  higher  frequency 
makes  a  big  difference.  For 
one  thing,  the  new  signals  can 
penetrate  walls  more  effec- 
tively. So  you  can  use  a  phone 
in  your  home  or  even  carry  it 
across  the  street  without  wor- 
rying about  the  signal  fading. 
Some  will  work  more  than  a 
half-mile  from  the  base. 

The  new  models  reduce 


static  by  scanning  more  chan- 
nels for  one  that's  not  in  use 
or  has  no  interference.  Most 
existing  phones  scan  only  10 
or  so  channels.  But  the  new 
Epic  9050  from  Code-a-Phone 
checks  60  channels. 

Taking  another  tack, 
Vtech's  new  model  uses  digi- 
tal technology,  apparently  a 
first  for  cordless  phones.  That 
means  the  signal  between  the 


base  and  the  ha 
is  translated! 
computer  code.] 
result,  the  sigl 
much  clearer  tq 
phones  that  us| 
log  technology! 
it's  harder  for) 
neighbors  with! 
scanners  to  lisi 
on  your  call. 

At  present, 
is  a  downside 
new  digital  pi| 
Once  you  get 
the   reach  ol 
base,  the  call 
dies,  rather  thai 
ing  out  gradf 
But  Vtech  car 
with  a  clever  id^ 
you  near  the 
mum  range  of  the  hancj 
ideally  2,400  feet — you 
little  beep  on  the  line.] 
you've  got  30  seconds 
back  in  range.  If  you 
the  call  will  be  disconne 
As  with  most  electror 
vices,  other  innovations 
the  drawing  board.  Bi 
new  phones  already  sei 
be  an  answer  to  a  cleai 
sumer  call.  Mark 


To  many  stock  investors 
who  bought  initial  public 
offerings  six  months  ago, 
the  memory  is  about  as 
pleasant  as  a  chronic  back- 
ache. IPOs  are  often  bad 
buys  at  their  launch,  when 
all  the  hoopla  tends  to  jack 
up  prices  unrealistically — 
and  temporarily. 

But  this  might  be  just  the 
right  moment  to  pick  over 
some  of  these  beaten-up 
stocks,  searching  for  bar- 
gains that  will  soar  anew 
some  day.  Let's  look,  for  in- 
stance, at  five  that  were  is- 
sued in  April  when  the  IPO 
market  was  on  the  verge  of 
its  current  slowdown  (table). 
They're  a  mixed  bag,  but  an- 
alysts say  they  all  stand  a 
good  chance  of  eventually 
turning  around.  Caveat:  The 
wait  may  be  long. 

The  Brazilian  Equity  Fund 
is  an  example  of  how  outside 
factors  can  crunch  an  IPO. 
This  closed-end  fund  invests 
in  Brazil's  stock  market, 
which  was  buoyant  under 
the  privatization  program  of 


Smart  Money 

TIME  FOR  A  SECOND  lOOK  AT 
SOME  INITIAL  OFFERINGS 


President  Fernando  Collor  de 
Mello  but  sagged  after  a 
scandal  threatened  to  topple 
him.  The  gamble  is  that  once 
the  crisis  ends,  privatization 
will  resume  speed. 

Politics  also  has  hurt  In- 
ternationa! Family  Entertain- 
ment, which  owns  cable  tele- 
vision's Family  Channel. 
Washington's  moves  to  re- 


regulate  cable  may  limit  the 
Family  Channel's  growth,  if 
financially  pressed  cable  op- 
erators hesitate  to  take  on 
newcomers.  On  the  plus  side, 
the  channel's  menu  of  whole- 
some fare  attracted  a  10% 
boost  in  ad  revenues  during 
1992's  first  half. 

Seragen,  a  medical  re- 
search company  speciaHzing 


IPO  BARGAINS  RIPE  FOR  PLUCKING? 


Business 

Issue  price 

Apr.,  1992 

Current  price 
Sept.  28,  1992 

ADESA  Used-car  wholesaler 

$12.00 

$5.25 

AGCO  Farm,  garden  equipment 

11.50 

6.75 

BRAZILIAN  EQUITY  FUND  Closed-end 

15.00 

11.50 

INTERNATIONAL  FAMILY  ENTERTAINMENT 

Cable  channel 

15.00 

11.25 

SERAGEN  Medical  research 

12.00 

7.25 

DATA:  BW,  SECURITIES  DATA  CORP. 

in  genetically  engine 
agents  that  combat  artl 
and  diabetes,  is  more 
lematic.  The  infatuatio 
biotech  stocks  ended  i 
spring,  just  as  Seragen 
to  market.  Like  many 
brethren,  the  company  i; 
seeking  a  federal  0.  K 
its  products.  "But  that's 
years  away,"  says  Davii 
Pietro,  a  principal  at 
Brown  &  Sons. 

Then  there  are  eye 
stocks  linked  to  the  d< 
beat  economy.  One  is  A 
a  farm-equipment  make 
dove  after  second-qua 
earnings  plunged  to  3$  i 
$1.16  in  the  year-earlier 
od.  Sometimes  even 
proved  earnings  don't 
as  in  the  case  of  AD 
which  auctions  used  car 
dealers.  It  got  slammed  ( 
tesy  of  Detroit's  woes, 
spite  a  doubling  of  sec 
quarter  profits  to  14$.  Tm 
wounded  IPOs  may  yet 
better  days,  but  inves 
had  better  have  saint 
patience.  Larry  I 
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It's  time  to  switch 
to  the  No-Fee  IM  from 
Charles  Schwab. 

^u've  probably  noticed. 

Just  when  investors  need  reduced  costs  and 
increased  convenience,  full-commission  bro- 
kers are  coming  up  with  more  ways  to  charge 
more  fees.  There  are  full  commissions  for 
trading,  fees  for  not  trading,  and  annual  fees 
of  up  to  $100. 

And,  of  course,  an  annual  fee  on  your  IRA. 

That's  why  we  developed  the  Schwab 
No-Fee  IRA. 

Right  now,  if  you  bring  your  IRA  worth  more 
than  $10,000  to  Schwab  you'll  never  pay  an 
annual  fee  again.  Guaranteed.  For  the  rest  of 
your  life.  In  addition,  you'll  be  able  to  save  up 
to  76/6  on  commissions.'!' 


Schwab  Value  at  a  Glanct 

Charles       Merrill  Shearson 
Schwab       Lynch  Lehman 

Dean 
Witter 

,   IRA  Annual  Fee 
(Assets  over  $10,000) 

None 

$35-100* 

$40 

$30 

Additional  Fees 
per  Transaction 

Xone 

$4.85 

$3,85 

$2.35 

Commlssloii 
100  Shares  (g  $30 

$55 

$85 

$83 

$83 

Commlssloii 
500  Shares  #  $20 

$110 

$238 

$246 

$230 

•Fee  is  2't.  of  balance  with  a  minimum  of  S35  and  a  maximum  of  $100 
tSurvey  conducted  by  Charles  Schwab  &  Co .  Inc  .July  1992. 
Schwab  stock  transactions  subject  to  a  S.39  minimum  commission. 


With  a  Schwab  IRA  you  can  invest  your  retire- 
ment funds  in  a  wide  range  of  securities  such 
as  stocks,  bonds,  CDs  or  over  600  mutual 
funds  from  some  of  the  most  popular  families. 

Finally,  no  matter  how  many  IRAs  you  have, 
we've  made  it  easy  to  transfer  them  all  to 
Schwab.  A  simple,  toll-free  phone  call  starts 
the  process.  We  think  our  No-Fee  IRA  is  just 
one  more  way  of  proving— It's  time  to  come 
to  Schwab. 

Visit  your  local  Schwab  office  or  call  our 
toll-free  number  any  time,  any  day 

1-800-442-5111  Ext.  306 

No-Fee  M 

Charles  Schwab 

Helping  Investors  Help  Themselves™ 

Charles  Schwab  &  Co.,  Inc.  ©  1992  Member  SIPC/NYSE 
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ersonal  Business 


Travel 


CONQUERING 
TERROR  AT 
30,000  FEET 


As  a  golf  equipment 
salesman,  Blake  Mc- 
Henry  needs  to  travel 
widely.  But  it  hasn't  been 
easy.  When  McHenry  was  a 
young  man,  he  witnessed  a 
gruesome  collision  of  two  mil- 
itary aircraft  and  became  ter- 
rified of  getting  on  an  air- 
plane. He  decided  against  a 
honeymoon  in  Hawaii  and 
drove  or  took  a  train  from  his 
Ohio  home  whenever 
his  job  required  that 
he  travel.  McHenry  es- 
timates the  crimp  in 
his  mobility  cut  his 
earning  capacity  by 
50%  a  year.  "The  fear 
was  crippling,"  he 
says. 

Predicaments  such 
as  McHenry's  are  far 
more  common  than  is 
generally  thought.  An 
estimated  one  in  six 
Americans  suffers 
from  fear  of  flying,  or 
aviophobia,  sometimes 
to  the  detriment  of 
their  careers.  For 
some  of  these  "white 
knucklers,"  as  they're  called, 
the  fear  is  trauma-related. 
But  often  it  develops  sudden- 
ly and  inexplicably  in  people 
who  have  long  flown  happily. 
And  for  many  such  people, 
the  problem  may  stem  not  so 
much  from  fear  of  a  crash  as 
from  dread  of  closed-in 
spaces,  heights,  or  anxiety 
over  not  being  in  control. 

A  rare  few,  such  as  football 


flight  attendants,  air-fi} 
controllers,  and  mec 
These  experts  discuss 
training,  explain  how 
sive  tube  of  weighty 
can  stay  in  the  air,  anc 
ent  voluminous  data  oi  ] 
safe  flying  really  is.  On'  j 
forting  fact:  Turbulence  ii 
AAirBorn's  Brown,  is  a  i 
vice  issue."  Winds  bui  ? 
the  plane  may  spill  cof 
prevent  flight  atten 
from  delivering  meals 
treme  cases  but  don't  t  b 
en  the  craft  itself. 
PEP  TALKS.  Courses  Vi  ' 
length  from  an  int(  r 
weekend  to  eight  weet 
courses  offer  voluntary  t; 
nation  flights  in  which  i  i. 
pants  take  a  plane  b  t 


WHERE  TO  GO  FOR  HELP 


AGORAPHOBIA  TREATMENT  CENTER/708  577-8809    Seven-session  fear-of-flying 
course  in  Chicago  area,  $490;  individual  instruction  available 

AMERICAN  AIRLINES'  AAIRBORN/800  451-5106  Tv^o-day  intensive  seminars  offer 
coping  techniques  and  aviation  education  in  airports  nationwide,  $345 

ANXIETY  DISORDERS  ASSN./900  737-3400    Offers  referrals  for  800  phobia 
specialists  around  the  country,  $2  a  minute  for  call 

CAPTAIN  T.W.  CUMMINGS'  PROGRAM  FOR  THE  FEARFUL  FLYER/305  261-7042 
Intensive  v/eekend  courses  in  cities  throughout  Northeast,  $300 

FLY  WITHOUT  FEAR/212  697-7666    Weekly  meetings  at  Nev/  York's  LaGuordia 
Airport;  $10  membership  fee,  $30  per  meeting;  average  is  8  classes 

USAIR'S  FEARFUL  FLYERS  PROGRAM/412  366-81 12    Seven-week  evening  course 
includes  visit  to  air-traffic  control  tower;  at  airports  in  10  major  cities,  $295 


Worth  Noting 

■  GOOD  WORKS.  Useful  in 
yearend  tax  planning,  the 
Council  of  Better  Business 
Bureaus'  free  brochure,  Give 
but  Give  Wisely,  can  help  you 
evaluate  charities  that  make 
appeals  during  the  holidays. 
For  a  copy,  send  a  self-ad- 
dressed stamped  envelope  to: 
Holiday  Giving,  Council  of 


commentator  John  Madden, 
avoid  planes  by  traveling — 
however  long  it  takes — only 
by  land  or  sea.  Most  suffer 
quietly  or  ingest  alcohol  or 
drugs  to  dull  the  dread.  But 
there's  another  way. 
PAINFUL  CURE.  Several  airlines 
and  many  private  organiza- 
tions offer  courses  combining 
psychological  coping  tech- 
niques and  aviation  education 


Better  Business  Bureaus, 
4200  Wilson  Blvd.,  Arlington, 
Va.  22203. 

■  CAMCORDER  COMRADE.  ReCO- 

ton's  portable  8mm  video  cas- 
sette rewinder  can  save  wear 
and  tear  on  expensive  video 
cameras.  It  fits  in  a  coat  pock- 
et or  gadget  bag  and  costs 
less  than  $50.  On  two  AA  bat- 
teries (or  adapter),  it  can  re- 
wind two-hour  tapes  in  three 
minutes. 


to  help  flyers  combat  their 
fears.  Deep  breathing  and  re- 
laxation exercises,  frequently 
guided  by  audio  tapes,  are  of- 
ten prescribed.  Many  pro- 
grams also  offer  a  variety  of 
psychological  tricks  to  block 
out  panicky  thoughts.  Here's 
one  from  Duane  Brown,  who 
teaches  counseling  psycholo- 
gy at  the  University  of  North 
Carolina  at  Chapel  Hill  and 
co-leads  American  Airlines' 
AAirBorn  program  with  his 
wife,  Sandra.  The  technique 
"involves  inflicting  a  bit  of 
pain  initially."  Passengers 
wear  a  rubber  band  around 
the  wrist,  and  when  a  "bad 
thought"  comes  up,  they're 
told  to  "snap  themselves  pret- 
ty good"  to  interrupt  the 
thought  pattern. 

Professional  pilots  teach 
the  technical  part  of  the  semi- 
nars, often  with  help  from 


from  a  nearby  c: 
some  of  the  1 
courses,  suchf 
USAir's  Fearful 
program,  stu 
tour  a  control 
and  radar  room 
even  sit  in  a  cocl 
the  plane  heads 
a  runway.  Some 
nizations,  such  i 
Agoraphobia  & 
ety  Treatment  ( 
in  Arlington  H( 
111.,   have  priva 
struction  for  tho 
busy  or  embar: 
to  join  a  group. 

Most  courses 
provide  sugg 
reading  lists.  Widely  i 
mended  texts  include 
Knuckles:  Getting  Ov( 
Fear  of  Flying,  by  L. 
(Doubleday  &  Co.,'  $6.9i 
Fly  Without  Fear, 
L.  Stauffer  and  F. 
(USAir  Box  100,  Glensha 
15116,      $9.95  plus 
shipping). 

Instructors  boast  tha 
of  graduating  student 
able  to  fly  without  subsl 
anxiety.  Fearful  flyers 
find  it  tough  to  believJ 
Blake  McHenry  swear 
true.  After  grounding  h 
for  15  years,  he  signed  i 
American's  weekend  c| 
He  had  huge  doubts 
whether  it  would  do  the 
But  McHenry  has  since 
to  a  half-dozen  cities.  ' 
tell  you  with  a  straight 
he  says,  "I  really  enjoy<[ 
flights."        Andrea  Ro 
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REMEMBER  THE  LAST  TIME  YOU 
ERE  STUCK  IN  A  SMALL  SEAT  WITH  A 
TRAY  FULL  OF  FOOD  YOU  HATED? 


WERE  MISERABLE.  Strapped  into  a  tight  seat  for  what  seemed  Hke 
expected  to  swallow  something  you  just  knew  was  bad.  It  was 
1  to  put  practically  anyone  out  of  sorts.  And  the  worst  part  of  it 
wasn't  some  childhood  memory.  It  was  your  last  business  trip. 


f 


We  spend 
more  money  per 
passenger  on  food 

iless  you  flew  Alaska  Airlines.  We  think  dining  should  be  than  any  major  U  S 

airline.  Mature  of 
us,  wouldn't 

^     you  say? 


an  occasion  of  pleasure,  not  pain. 
We  offer  an  extremely  savory  menu 
of  flavorful  regional  dishes. 

We  frequently  serve  fresh  Pacific 


Northwest  salmon  and  only  use 
Choice  grade  beef.  We  always  offer 
complimentary  local  wines.  And 
because  we  cook  most  dishes  on  the 
spot,  in  kitchens  throughout  our 
service  area,  we  use  more  fresh 
ingredients 
than  other 
airlines  generally  do.  ' 

On  top  of  that,  we  give  you,  on 
average,  a  couple  of  inches  more 
legroom  than  any  major  U.S.  airline. 

And  since  we're  consistently 
voted  the  best  U.S.  airline  in  numer- 
ous readers'  polls  and  surveys,  we 
are  evidently  not  alone  in  thinking 
that  at  mealtime,  you  deserve  better. 
To  fmd  out  how  pleasant  an 
airline  meal  can  actually  be,  just 
contact  your  travel  agent 
or  Alaska  Airlines  toll-free 
at  1-800-426-0333. 


ir  medical  claims 
ree  examination. 


If  your  company  has  a  PPO  insurance 
plan,  send  us  200  claims  from  your  current 
carrier.  We'll  show  you  just  how  we  could  have 
processed  those  claims  for  less.  So  far,  every- 
one who's  taken  us  up  on  this  offer  has  saved 
up  to  40%.  Everyone.  Anyone  whose  company 
has  250  employees  or  more  is  invited  to  try 
this  remarkable  demonstration  of  how  well 
cost  management  really  works.  Please  call 
your  broker  or  a  Blue  Cross  group  sales  ofi&ce. 
We  make  the  system  work  for  your 

Blue  Cross  of  California 


Never  give  an 

addict  a 
second  chance. 

Confront  someone  in  your 
company  who's  using  drugs. 
This  is  what  youVe  Hkely  to 
hear:  "Fll  never  use  drugs  agi 
I  promise." 

But  drugs  he. 

The  people  don't  he.  Th 
drugs  do. 

DRigs  own  the  person 
who  uses  them.  That's  the 
danger  of  addiction. 
The  addict  promises,  and  the 
dmgs  break  the  promise. 

You  have  to  say,  '"Get  we 
or  get  out."  You  can't  afford 
to  give  an  addict  a  second 
chance.  The  addict  can  afforj 
it  even  less. 

An  addict's  only  chance 
is  treatment.  If  you  don't  havi 
a  treatment  progiam  in  your 
company,  please  call 
1.800-843-4971.  That's  the 
National  Institute  on  Dnig 
Abuse  hot  line  for  managers 
and  CEOs.  It's  manned  by 
trained  employee  Assistance 
Program  Planners  and 
designers,  from  Monday 
through  Friday,  9:00  a.m.  to 
8:00  p.m.  Eastern  Time. 
They  won't  tell  you  what  to 
do,  but  they  can  outline  the 
options.  Call  now;  please  dor 
pass  up  this  chance. 


1)0  w 
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Partnership  for  a  Drug-Free  Ameri 


Not  all  hotel  amenities 
are  found  in  a  marble 
)ath.  At  least  not  in  The  Pinnacle  Suites  at 
he  RIHGA  Royal  Hotel. 

For  example,  we  offer  a  cellular  phone  and 
ax  machine,  each  with  its  own  private  line. 
X^en  you're  away  from  your  suite,  calls 
orward  to  your  cellular  phone,  then  to  our  an- 
wering  service.  So  you  never  miss  a  message. 

To  let  your  associates  know  your  address, 
)hone  and  fax  numbers,  we  also  provide 


^private  line,  cellular  phone 
nd  personal  fax*  A  slight 
mprovement  over  the  free 
hampoo  and  shoe  buffers* 


^ou  with  personalized  business  cards.  And  for 
'our  convenience,  check-in  and  check-out 
ire  arranged  from  the  comfort  of  your  suite, 
vhich  features  a  bedroom  and  living  room  separated  by 


mirrored  French  doors,  as  well  as  a  large 
marble  bath  with  separate  tub  and  shower. 

From  our  intimate 
piano  lounge  to  our  private  ^ 
health  club,  the  RIHGA  Royal  is  designed 
to  make  you  forget  you  are  staying  at 
a  hotel  at  all.  So  if  you  place  a  higher  value 
on  performance  than  on  pretense,  now 
you  have  a  hotel  to  call  your  own. 


RIHGA  ROYAL  HOTEL* 
NEW  YORK 


151   West  54th  Street,  New  York,  New  York   10019  Toll  Free:  800-  93  7-  54  54 
(USA  &  Canada)  RIHCA-Royal  International  Hotel  Croup  Associates 


Since  1975,  Golden  Gate 
Senior  Services  has  been 
helping  the  elderly  maintain 
independent,  dignified,  and 
meaningLl  lives. 

We  serve  hot  meals  to 
those  who  may  desperately 
need  them.  We  provide  help 
and  advice  with  medical,  , 


housing,  financial,  and  tax  ^ 
problems.  We  have  classes  oijF 
everything  fi-om  exercise  to '  j 
painting.  And  we  fight  for  leg- 
islation that  helps  the  elderly 

We  can't,  however,  do  it 
all  alone.Your  help  is  greatly 

needed. 

Please  call  415-621-1112 


or  write  to  BSCTWaller Street, 
San  ffancisco,  CA  94117  as  soon 
as  you  can. 

After  all,  none  of  us  is  get- 
ting any  younger   :  . 

GOLDEN  GATE' , 
SENIOR  SERVICES 


Geritol*  is  a  registered  trademark  of  feeecham  Inc. 
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Delphi  Group  163 

DeSolo  110 

Deutsche  Bank  62 

DeWitt  Media  38 

Digital  Equipment  110,118,160 

Dillard  Department  Stores  108 

Discount  Auto  Parts  152 

Dow  Jones  62 

ORI/McGraw  Hill  25,50,  110 
Dun  &  Bradstreel  24 


Eastman  Kodak  7 
El  Al  107 

Electronic  Broking  Service  62 
Electronic  Data  Systems  170 
Ernst  &  Young  148 
ESPN  38,76 
Exxon  108 


Fonuc  49 
Farley  110 

Federal  Express  34,  108 
Federol  Poper  Board  108 
Federated  Department  Stores  40, 

108 
Fiat  50 

Fidelity  Investment  34 

First  Boston  110 

First  Financial  Management  108 

Fleet  Financial  Group  24 

Forbes  14 

Ford  7,34,70,  108 

Ford  of  Europe  50 

Forester  156 

Fruehauf  148 

Fuisz  Technology  150 

Fujitsu  49 

FWD  148 
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G.T  Lotin  American  Growth 

Fund  152 
Oe  108,  170 
General  Motors  148 
Genetics  Institute  108 
Genetic  Therapy  163 
Gensia  Pharmaceuticals  108 
Georgia-Pacific  1 10 
Glaxo  170 

GM  7,25,50,70,  108,  110,  14 

Golden  West  Financial  108 

Goldman  Sochs  28,  34,  156,  170 

Goodyear  34 

Granite  Construction  170 

Guy  F.  Atkinson  170 


Hambrecht  &  Quist  34 
Hammer  Galleries  80 
Harley  Davidson  7 
Hitachi  49,  169 
Home  Depot  1 10,  152 
Honda  49,50 
Horn  &  Hardart  154 
Hughes  GM  Electronics  170 


IBM  14,25,34,40,  108 

ICI  Bio  Products  &  Fine 

Chemicals  7 
Idee  Pharmoceuticals  163 
IDS  Financial  Services  24 
I,  Magnin  40 
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Index  Pacific  Fund  152 
Ingersoll-Rond  170 
Intel  108,  110,  178 


International  Family 
Entertainment  172 
Ives  Cornet  Pub  38 

J 


J  D.  Power  &  Associates  70 
Johnston  Industries  154 
Jupiter  Industries  154 
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Kasler  170 

KCS  Industries  148 

Kinder-Care  Learnings  Centers  40 


Lockheed  169 
Lodestar  Group  40 
Lone  Star  Steokhouse  & 

Saloon  154 
Loral  108 

Lotus  Development  156 
Ludvigsen  Associates  50 
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MacylR  H  I  40,  110 
Major  League  Boseboll  76 
Matsushito  Electric  49 
Moxicore  Health  Plans  160 
Mozdo  70 
McGraw-Hill  26 
MCI  Telecommunications  118 
Medical  Care  America  34 
Mercantile  Bonkshares  108 
Merck  170 

Merrill  Lynch   110,  118,  148.  170 

Microsoft  108,  156 
MINEX  62 

Mitsubishi  Motor  Soles  of 

America  70 
MMS  International  26 
Molex  108 

Moody's  Investors  Service  28 
Morgan  (J  P,|  48 
Morgan  Stanley  108 
Mornson-Knudsen  170 
Mostek  160 


Naico  Chemicol  108 
National  Bosketboll  Assn  76 
Nationol  Education  170 
Notional  Hockey  League  38 
NEC  49 

New  Plan  Realty  Trust  108 

Nike  108 

Nissan  49,50,70 

Nordstrom  170 

North  American  Airlines  107 

North  American  Resources  154 

Norton  (W  W.)  14 

Novell  156 

Nucor  170 
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Observers  Emerging  Growth 

Fund  152 
Oppenheimer  34,  38 
Oregon  Steel  Mills  170 
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Paine  Webber  24,  160 
Panasonic  172 
Pennzoil  40,  108 
Pelrie  Stores  108 
Peugeot  50 
Philip  Morris  43,  108 
Pioneer  Europe  Fund  152 
Price  110 

Prime  Ticket  Network  76 
Prudentiol  Securities  34,  160,  170 


Ouotron  Systems  62 
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Recoton  174 

Redlow  Industries  154 

Renault  50 

Reuters  Holdings  62 


Ribi  ImmunoChem  Research  163 
Royal  Bonk  of  Canada  55 
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[Editorials 

STOP  DANCINfi 

AROUND  THE  DEFICIT 

hope  of  eventual  spin-offs  is  no  longer  adequate.  Even  1 
we  still  win  most  of  the  Nobel  prizes,  America  isn't  w 
the  race  to  utilize  the  new  discoveries. 

In  Washington,  Congress,  science  agencies,  and  th( 
Administration  are  struggling  to  make  science  better 
the  economy  and  society's  broader  needs  (page  32).  T 
tion  needs  to  try  some  of  these  new  or  proposed  pro 
that  fund  commercially  important  research  or  that 
l)ridge  the  gap  between  the  lab  and  the  factory  floor, 
the  same  time,  caution  is  important.  Congress  is  n 
disturbing  noises  about  boosting  funds  for  these  m 
forts  at  the  expense  of  basic  science.  That  would  be 
take.  We  need  to  move  in  new  directions,  but  let' 
make  sure  we  don't  damage  our  enormously  productive 
research  system,  the  source  of  tomorrow's  seed  corn, 
rush  to  fix  today's  problems. 

■lor  all  his  idiosyncrasies,  Ross  Perot  has  performed  a 
real  service  in  the  1992  Presidential  campaign.  By 
H    ceaselessly  hammering  away  on  the  evils  of  the  feder- 
al budget  deficit,  he  has  forced  Ijoth  President  Bush  and  chal- 
lenger Governor  Bill  Clinton  to  give  more  attention  than 
they  wanted— which  was  as  little  as  possible— to  what  they 
would  do  to  stanch  the  flow  of  red  ink  (page  30). 

It's  easy  to  discount  the  Perot  plan  as  impractical.  With 
strong  enough  leadership,  it's  conceivable  that  it  could  be 
pushed  through.  But  five  years  of  IOC  boosts  in  the  the 
federal  gasoline  tax,  an  85%  rather  than  a  50%  income  tax  on 
Social  Security  benefits,  and  a  33%  rather  than  a  31%  margi- 
nal tax  rate  on  high-income  individuals  are  a  tough  sell. 
Equally  tough  is  Perot's  proposed  15%  cut  in  the  budgets  of 
all  federal  departments. 

The  issue  is  not  whether  the  plan  is  a  tough  sell,  but 
rather  whether  it  would  make  sense  to  enact  serious  deficit- 
cutting  legislation  now.  Many  economists  and  politicians  argue 
that  cutting  the  deficit  is  vital,  but  that  now  is  not  the  time 
for  spending  cuts  or  tax  increases.  The  do-nothing  case  says 
that  with  the  economy  in  a  fi'agile  recovery,  spending  cuts  or 
tax  increases  could  trigger  a  return  to  recession. 

It  is  true  that  too  sharp  a  turn  in  fiscal  policy  would  be 
perilous.  But  the  danger  seems  farfetched,  given  the  un- 
willingness of  Bush,  Clinton,  or  Congress  to  do  anything 
constructive  about  the  deficit. 

Then  too,  this  argument  has  been  used  to  deflect  every  at- 
tempt at  deficit  reduction  in  the  past  decade.  One  year,  it's 
no  good  to  cut  spending  or  raise  taxes  because  the  economy 
may  be  on  the  brink  of  a  slump.  The  next  is  no  good  l)ecause 
the  economy  is  in  recession.  The  next  two  years  are  out  be- 
cause the  recovery  needs  all  the  help  it  can  get.  By  then,  the 
expansion  is  aging,  so  it's  no  time  to  slash  the  deficit. 

The  fact  is  that  it's  always  possible  to  find  an  excuse  to 
avoid  i)ain.  That's  why  the  U.  S.  has  a  $300  billion-plus  defi- 
cit.  And  or  all  the  perils  the  U.S.  economy  faces,  the  risk 
that  politicians  will  somehow  cut  the  deficit  too  deeply  ranks 
very  low  indeed. 

THEY  CAME  THEY  SAW 

THEY  EXCELLED 

|H|he  overall  performance  of  the  BUSINESS  WEEI 
companies  last  year  mirrors  the  torpid  U.  S.  ecc 
H  The  nation's  most  important  corporations,  bas 
market  value,  managed  to  increase  sales  by  an  anemi( 
and  profits  plunged  a  horrific  21%  in  1991— compared 
5%  decline  in  1990.  Yet  even  in  the  carnage,  there 
corporate  managements  that  racked  up  impressive  j 
mances  (page  110). 

At  Williams  Cos.,  which  operates  gas  pipelines  and  1 
tion's  fourth-largest  telecommunications  network,  i 
come  sui'ged  43%,  to  $110  million,  on  $2.1  billion  in  sale; 
Lee  Corp.  saw  profits  jump  15.3%,  to  $620  million 
sales  increase  of  7%,  to  $13.2  billion.  And  Intel  Corp.'; 
increased  23.1%  last  year,  to  $4.8  billion,  vs.  a  6%  gain 
U.  S.  semiconductor  market.  Profits  grew  26%,  to  $8' 
lion,  in  1991. 

The  three  companies  share  a  common  lousiness  app 
They  have  adjusted  to  a  prolonged  slow-growth  er 
ment,  in  which  pricing  power  is  weak  and  demand  sla 
have  focused  on  what  management  gurus  like  to  cal 
competencies"  to  give  them  a  competitive  edge. 

In  1985,  Williams  management  followed  workers  s 
tions  and  strung  fiber-optic  cables  through  its  abandonc 
ural-gas  pipelines.  Last  year,  telecommunications  acc( 
for  27%  of  operating  profits.  Sara  Lee  management  d 
several  years  ago  to  use  the  food  company's  brand-mai 
savvy  to  move  strongly  into  packaged  apparel.  And 
once  a  broad-line  semiconductor  company,  has  abar 
many  markets  to  specialize  in  microprocessors  and  i 
chips  for  the  PC  market. 

Corporate  planners  need  to  confront  the  reality  th 
'90s  aren't  going  to  offer  the  strong  demand  that  boost 
bottom  line  in  yesteryear.  Many  of  our  largest  corpoiB 
are  acting  decisively  to  cut  costs  and  streamline  oper 
In  many  cases,  that  will  help  them  compete  in  a  si 
economy.  But  too  many  CEOs  stop  there.  Creating  grri 
often  just  a  matter  of  identifying  strengths  and  makil 
all-out  commitment  to  build  on  them.  i 

RUII  n  MORE  RRinAFC 

TO  BASIC  SCIENCE 

■  n  the  wake  of  science's  huge  contribution  to  victory  in 
H  World  War  II,  the  federal  government  embarked  on  a 
HI  momentous  policy.  The  idea  was  that  if  Washington 
poured  money  into  basic  science,  both  civilian  and  military, 
America  would  reap  the  rewards.  For  decades,  the  policy 
worked.  The  U.  S.  l)uilt  up  the  strongest  research  enter- 
prise the  world  has  ever  seen,  creating  high-tech  weapons, 
new  treatments  for  disease,  even  new  industries,  such  as  l)io- 
technology  and  computing.  But  times  have  changed.  In  to- 
day's global  economic  competition,  funding  science  in  the 
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Smooth  out  the  wrinkles  and 
straighten  the  curves.  An  advanced 
4-wheel  independent 
suspension  performs  magic 
on  the  roads  you  love.  As 
well  as  the  ones  you'd 
rather  forget. 


Hungry  for  power?  A 
fuel-injected  supercharged  3800  V6 
engine  serves  it  up  fast.  With  205 
horsepower  at  your  command, 
passing's  a  joy,  not  a  job. 
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"The  Amazon  is  a  very 
inhospitable  place  to  take  a 
computer.  It's  enormously  hot- 
always  in  the  100  degree  range. 
The  humidity  is  always  well  up 
neai  100  percent.  It  often  rains 
thi  ee  and  four  times  a  da\.  .^nd 
it's  teeming  with  insects.  Some- 
times you'd  have  to  hit  a  com- 
puter key  a  few  times  because  you 
knew  you  were  squashing  a  bug 
underneath.  My  Epson  portable 
worked  under  evei  y  adverse 
circumstance  1  can  think  of.  Even 
after  1  dropped  it  in  the  river" 

— Env  'mnmenlaM  Richard  Fuller, 
NYC,  NY.  Another  reason  Epson 
computers  are  the  onh  way  to  go. 
For  more  informalion,  cull 


In  the  last  five  years, 
environmental  consultant 
Retard  Fuller  has  put  in  over 
nO'^OOff  unusually  grueling 
- .  miles  of  business  travel. 


So  has  his  computer. 

EPSON 
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PRODUCTION 

Change  from  last  week:  0  3% 
Change  from  lost  yeor:  2  2% 


1967=100  (four-week  moving  average) 


LEADING 

Change  from  lost  week:  0.0% 
Change  from  last  year:  3.8% 
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The  production  index  moved  o  bit  higher  during  the  week  ended  Sept.  26  On 
o  seasonally  adjusted  basis,  output  levels  of  trucks,  outos,  paperboard,  lumber,  steel, 
and  electric  power  all  increased  Paper  and  cool  output  and  rail-freight  traffic  de- 
clined, while  crude-oil  refining  production  wos  unchanged  from  the  previous  week 
Before  calculation  of  the  four-week  moving  overage,  the  index  advanced  modestly  to 
185  1,  from   184  5 

BW  production  index  copyright  1  992  by  McGraw  H.ll  Inc 


Sept  Jon  May 

1991  1992  1992 

The  leading  index  was  unchanged  during  tne  week  ended  Sept  26,  as  the 
omy  continues  to  struggle  Lower  stock  prices,  higher  bond  yields,  and  deterio 
in  the  growth  rates  of  materials  prices,  real  estate  loans,  and  M2  offset  thd 
positive  sign  for  the  economy,  a  smaller  number  of  business  failures  As  a  resi 
fore  calculation  of  the  four-week  moving  average,  the  index  slipped  to  2 14. 2,1 
215  1  in  the  previous  week. 

Leoding  index  copyright  I  992  by  Center  for  International  Business  Cycle  Research 


PRODUCTION  INDICATORS 


LEADING  INDICATORS 


Latest 
week 

Week 
ago 

%  Change 
year  ogo 

Latest 
week 

Week 

ago      V  '-' 

STEEL  |10/3)thous  otnettons 

1,701 

1,683# 

-0.8 

STOCK  PRICES  (io/2)S&P500 

415.60 

419.91 

AUTOS  (10/31  unils 

120,617 

124,273r# 

-0.3 

CORPORATE  BOND  YIELD,  Aaa  (io/2) 

7.93% 

7.96% 

t 

TRUCKS  (10/3)  units 

89,021 

87,964r# 

7  6 

INDUSTRIAL  MATERIALS  PRICES  (10/2) 

98.3 

99  8 

2 

ELECTRIC  POWER  (10/3)  millions  of  kilowatt-hours 

55,129 

58,3 16# 

19 

BUSINESS  FAILURES  (9/25) 

375 

389 

CRUDE-OIL  REFINING  (io/3|thous  otbbl  /day 

13,799 

13,729# 

1.5 

REAL  ESTATE  LOANS  (9/23)  billions 

$396.0 

$397.2r 

COAL  (9/26)  thous.  of  net  tons 

19,197# 

19,596 

-5  8 

MONEY  SUPPLY,  M2  (9/2 1)  billions 

$3,415.9 

$3,41 6.0r 

PAPERBOARD  (9/26)  tfious.  of  tons 

799  2# 

784.0r 

2.2 

INITIAL  CLAIMS,  UNEMPLOYMENT  (9/i9)thous 

429 

414 

J 

PAPER  (9/26)  tfious,  of  tons 

759. 0# 

764.0r 

-1.9 

Sources:  Stondord  &  Poor's,  Moodys,  Journal  of  Commerce  (index:  1980^100),  Dun  t 
street  (failures  of  large  companies),  Federal  Reserve  Board,  Labor  Dept.  CIBCR  seasonally 
dota  on  business  failures  ond  real  estate  loans 

0'. 
M 

LUMBER  (9/26)  millions  of  ft. 

512.0# 

484.0 

-1.5 

RAIL  FREIGHT  (9/26)  billions  of  ton-miles 

21.3# 

214 

-2.3 

Sources:  American  Iron  &  Steel  Institute,  Word's  Automotive  Reports,  Edison  Electric  Institute, 
Americon  Petroleum  Institute,  Energy  Dept ,  American  Paper  Institute,  WWPA',  SFPA\  Association 
of  American  Railroads 


MONTHIY  ECONOMIC  INDICATORS 


FOREIGN  EXCNANGE 


Latest 

week 

Week 
ago 

Year 
ogo 

JAPANESE  YEN  (io/7) 

120 

120 

130 

GERMAN  MARK  (io/7) 

1.42 

1.41 

1  69 

BRITISH  POUND  (i0/7) 

1.73 

1.77 

1  72 

FRENCH  FRANC  (i0/7) 

4.83 

4  78 

5  77 

CANADIAN  DOLLAR  (10/7) 

1  25 

1  25 

1.13 

SWISS  FRANC  (10/7) 

1.24 

1.23 

1  48 

MEXICAN  PESO  (io/7)' 

3,094 

3,096 

3,059 

Sources:  Ma|or  New  York  banks  Currencies 
pound  expressed  in  dollars 

expressed  in  units  per  U.S.  dollar,  except  for  British 

PRICES  . 

Latest 
week 

Week 
ago 

%  Change 
year  ago 

GOLD  (10/7)  $/troy  oz. 

350.150 

349.000 

-2.1 

STEEL  SCRAP  (10/6)  #i  fieovy,  $/ton 

90.50 

87.00 

-6.7 

FOODSTUFFS  (10/5)  index,  1967=100 

198.1 

199.1 

-6.5 

COPPER  (10/3)  c/lb. 

108  8 

1 12.1 

-3  3 

ALUMINUM  (10/3)  c/lb. 

57.3 

58  2 

7  9 

WHEAT  (10/3)  #2  hard,  $/bu. 

3.67 

3  56 

6  4 

COTTON  (10/3)  strict  low  middling  1-1/16 

in.,  c/lb.  49.31 

52  82 

-16.3 

Sources:  London  Wednesday  final  setting,  Chicago  market.  Commodity  Reseorch  B 
Week,  Kansas  City  market,  Memphis  morket 

ureau,  Metals 

Latest 
month 

Month 
ago 

%  CI..J 
yea  ' 

EMPLOYMENT,  CIVILIAN  (Sept )  millions 

1  17.7 

1  17.7 

UNEMPLOYMENT  RATE,  CIVILIAN  (Sept ) 

7.5% 

7.6% 

MANUFACTURERS'  INVENTORIES  (Aug  )  billions 

$385  6 

$383.5r 

CONSTR.  SPENDING  (Aug)  annual  rote,  billions 

$424.0 

$427.5r 

Sources:  BLS,  Commerce  Dept.,  Census  Bureau 

MONETARY  INDICATORS  U 

Latest 
week 

Week 
ago 

%  Ch^. 
veorjo 

MONEY  SUPPLY,  Ml  (9/21) 

$991  5 

$986.2r 

9 

BANKS'  BUSINESS  LOANS  (9/23) 

275.9 

277.1 

FREE  RESERVES  (9/30) 

1,031 

43 1r 

NONFINANCIAL  COMMERCIAL  PAPER  (9/23) 

143.7 

145.7r 

7 

Sources:  Federal  Reserve  Board  (in  billions,  except  for  free  reserves, 
two-week  period  in  millions) 

which  ore  expressed  o 

MONEY  MARKET  RATES                      ^  JJ 

Latest 
week 

Week 
ago 

0 

FEDERAL  FUNDS  (io/6) 

3.10% 

3.26% 

5.U 

PRIME  (10/7) 

6.00 

6.00 

8,C 

COMMERCIAL  PAPER  3-MONTH  (io/6) 

3  14 

3  26 

5,3 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (io/7) 

3.1  1 

3  11 

5.4 

EURODOLLAR  3-MONTH  (io/3) 

3  10 

3.19 

5.4 

Sources:  Federal  Reserve  Board,  First  Boston 


#Raw  data  in  the  production  indicotors  are  seasonally  adjusted  in  computing  the  BW  index  (chart),  other  components  (estimated  and  not  listed)  include  machinery  and  defense  equipmi 
I  =  Western  Wood  Products  Assn      2  =  Southern  Forest  Products  Assn.     3  =  Free  market  value     NA=  Not  available     r  =  revised     NM  =  Not  meaningful 
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A  NEW  LEVEL  OF  PERFECTION  IN 
SWISS  WATCHMAKING, 


Concord.  Concord  logo,  Concord  Mariner  are  registered  trad 


INTRODUCING  THE 
CONCORD  MARINER  500  WATCH. 


The  meticulously 
ground  and  diamond 
polished  sapphire 
crystal  is  completely 
curved  to  follow  the 
contour  of  the  be:e 


The  polished  Roman 
numerals,  hand-set 
with  minute  pins,  are 
curved  to  follow  the 
distinctly  curved  bezel 
and  sapphire  crystal. 


The  hand-polished 
and  carved  18  karat 
gold  bezel  is  distinctly 
curved  to  follow  the 
wrist's  contour. 


No  other  watch  in  the  world  is  constructed  with  such  precise 
attention  to  detail  and  designed  with  such  consideration  of  perfect  fit. 
The  Concord  Mariner  500  Watch  in  18  karat  gold  or  18  karat  gold  and  stainless  steel 
is  truly  the  fine  line  between  sculpture  and  engineering. 

CONCORD  (P  MARINER 
500 


NEIMAN  MARCUS 


-etter  From  Euro  Disneylan 


.   USUALLY  FANS  OF  U.S. 

|k  CULTURE,  THE  FRENCH  HAVE 

^AVOIDED  EURODISNEY 


THE  MOUSE  THAT 
DIDN'T  ROAR 


Wlien  Euro  Disneyland  opened 
last  April,  just  a  sprinkle  of 
pixie  dust  east  of  Paris,  the 
Disney  folks  were  quite  bullish  about 
projections  for  visitors.  Eleven  million 
was  the  guess  for  the  first  year.  The 
reality,  while  not  exactly  Mickey  Mouse, 
has  been  less — about  a  million  less,  ac- 
cording to  analysts,  Disney  is  being 
forced  to  close  a  1,100-room  hotel  for  the 
off-season.  And,  posting  a  loss  for  the 
park's  just-finished  fiscal  year,  EuroDis- 
ney  is  skipping  its  dividend. 

To  my  surprise,  the  villain  in  this  piece 
has  been  neither  Captain  Hook  nor  a 
wicked  queen  with  a 
poisoned  apple,  l)ut  the 
French.  They  haven't 
shown  up  in  numbers 
expected.  And  when 
your  amusement  park 
sits  right  in  the  heart 
of  France,  that  means 
somebody  has  made  a 
s(.'rif)us  miscalculation. 
HONORED  GUEST.  My 
first  reaction,  of 
course,  was  to  dismiss 
this  explanation  as 
scurrilous  nonsense. 
After  all,  the  French, 
fans  of  American  cul- 
ture from  Jerry  Lewis 
tf)  Woody  Allen,  had 
gone  out  of  their  way 
to  lure  Disney  to 
France  and  away  from 


6E-2  BUSINESS  WEEK 


Spain.  They  spent  a  billion  dollars  ex- 
tending a  suburban  train  line  to  the 
park.  They  gave  Euro  Disney  Resort — 
as,  the  park,  hotels,  and  other  facilities 
are  formally  called — its  own  station  for 
high-speed  trains  that  will  whisk  other 
Europeans  to  the  Magic  Kingdom  in  just 
a  few  hours.  They  barred  other  theme 
parks  from  locating  in  the  area  and 
granted  the  Disney  operation  the  right 
to  purchase  the  equivalent  of  one-fifth 
the  area  of  Paris  to  install  the  various 
facilities  the  company  has  in  mind.  If 
there  was  ever  an  honored  guest,  Walt 
Disney  Co.,  which  manages  the  park, 


THIS  WAY  TO  'LE  ROYAUME  MAGIQUE' 


PARIS 


was  it.   I  was  ii!t?r'-l 
that  there  had  i|ep 
some  misunderst^" 
and  recently  head^ 
to  the  park  to  ii 
gate — with  two 
year-olds  in  tow. 

I  must  admit  I 
difficult  time  fi 
French  visitors  on 
made  it  througl 
turnstiles.  Italians 
Spaniards  were  th( 
profusion,  as  wer 
occasional  Belgiani 
Swiss.  On  my  30t 
proach.  however,  ] 
ceeded  in  findir 
French  family. 

'i  don't  give  a 
about    this  'cul 
Chernobyl'  thin 
about  the  troublel 
unions  have  had,"  said  Gilles  Sulti 
charming  salesman  who  was  yelli 
his  wife  and  two  small  children  w^ 
interrupted  their  outing.  "The  price: 
excessive,  unjustifiable.  I've  been 
for  two  davs,  and  I've  spent  9,000  fij 
[$1,885]!"  ' 

DELAYED  DISCOUNTS.  A  bit  of  exp 

tion:  The  unfortunate  comparison 
tween  the  Magic  Kingdom's  cul 
worth  and  Russia's  nuclear  accide 
few  years  back  has  become  part  oi 
French  idiom.  It  originated  with  one 
peptic  French  intellectual  who  warn( 
a  conspiracy  by  Pluto  and  Ariel,  the 
tie  Mermaid,  to  supplant  centuriei 
Gallic  culture,  including  the  world- 
ous  Crazy  Horse  topless  revue  and 
girlie  show  at  the  Moulin  Rouge.  It 
quickly  spread  by  the  national  p 
though  such  a  narrow  view  hardly 
justice  to  the  fun-loving  French  or 
civilization  that  has  already  survive 
love  affair  with  Mic] 
Rourke. 

There  was  also  a  li] 
dustup  between  Dis  ' 
managers  and  pros] 
tive  "cast  members." 
is  Disney  practice  to 
fer  to  park  workers 
part  of  the  cast — incl 
ing  those  starring 
dishwashers,  waitc 
and   ticket  takers.) 
the  casting  office, 
applicants    were  ti 
they  had  to  be  Disi 
types.  That  didn't  mi 
Pat  Boone  clones  exy 
ly.  But  the  rules  < 
state,  if  French  news] 
pers  can  be  believ* 
regular  showers,  no  i 
sal  jewelry,  and  no 
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cial  hair,  men  included.  As  you  can  mvd^- 
ine,  some  French  applicants — out-of- 
work  niemhers  of  ardent,  left-wing 
French  unions — got  upset.  An.d  why 
shouldn't  they'.'  Using  those  rules,  many 
teenage  denizens  of  America's  shopping- 
malls  would  he  ineligible. 

On  the  ninney  angle.  Monsieur  Sultan 
did  seem  t(i  have  a  legitimate  beef. 
"They  gave  discounts  to  everyone  else  in 
Europe,"  he  said.  "But  the  French  got 
nothing.  They  figured  we  would  come 
because  it  was  so  close.  But  they  were 
wrong."  Disney  has  since  mended  its 
ways  by  instituting  French  discounts 
and  cutting  some  of  the  high  holi.'l  and 
restaurant  prices  that  blew  the  Sultan 
budget.  In  response  to  French  picpie, 
they  even  made  Philii)pe  Bourguignon,  a 
Frenchman,  the  new 
president  of  Kuro  Dis- 
ney. But  for  Sultan,  the 
damage  had  already 
been  done. 

I  [iointed  out  he  and 
his  family  had  nonethe- 
less come.  Yes.  his  wife 
interrupted,  index  fin- 
ger considerately  jab- 
bing my  ril)s  so  I  would 
not  miss  one  word.  But 
they  had  come  only  be- 
cause she  got  discount 
entrance  tickets  from 
her  employer,  Renault, 
a  sponsor  of  one  of  the 
park's  attractions,  a 
Jules  Verne  film. 
'SCANDAL.'  Kven  with 
that  l)reak,  they  wei-e 
outraged  l)y  the  prices. 
"Nine  thousand  francs 
is  what  a  F'rench  mid- 
dle-class family  makes 
in  a  month  and  a  half!" 
Mme.  Sultan  opined. 
"It's  a  scandal." 

That  said,  the  Sultans  enjoye( 
selves — somewhat.  They  hadn't  been 
taken  in  i)y  the  flattery  of  Disney  litera- 
ture explaining  how  P^rench  fairy  tale 
classics,  such  as  Slcrpin(/  Jlca/il//  (Lit 
Bcllv  (III  /jois  Donna  III )  and  Ci  iiilcivlJd 
(Ccml lilloii),  which  bad  both  |)ri)(luced 
fat  ])r(jfits  for  Disney  over  the  years, 
were  just  "coming  home"  to  Finance.  But 
they  did  like  the  Haunted  House  and  the 
high-tech  space  I'ide  at  the  Star  Tours 
exhibit.  "Fo/v///Wf/6/c,  "  said  Sultan. 

Everything  else  in  the  Magic  Kingdom 
was  a  waste  of  money,  though,  he  add- 
ed, with  the  exception  of  the  exhibit  on 
Jules  Verne.  (It's  probably  just  a  coinci- 
dence, but  Verne  was  French.)  Particu- 
larly "superb"  was  the  movie  about 
Verne  starring  Michel  Piccoli  and  Ge- 
rard Depardieu. 

Unable  to  find  any  more  French  visi- 


tors, I  struck  out  for  the  tiny  villages 
near  the  park  that  were  supposed  to 
benefit  from  the  economic  boom  that 
was  expected  to  follow  Disney  to  the 
mostly  agricultyral  region.  Perhaps  in 
these  villages,  I  thought,  I  would  discov- 
er other  explanations  for  the  missing 
French  visitors. 

One  of  the  first  locals  I  talked  with 
was  Father  Jean  de  Montalembert,  who 
had  establishefl  a  refuge  in  a  nearby 
Benedictine  monastery  for  Disney  visi- 
tors needing  a  s|)iritual  time-out  from 
the  woi-ldliness  of  Neverland  or  Dum- 
l)o's  airplane  ride.  "I  asked  the  Disney 
people  to  post  the  locations  and  times  of 
Sunday  masses,"  he  said.  "Fiut  they  did 
nothing.  I'm  very  unhappy  with  them." 

Did  he  think,  i.)erhaps,  that  the  Disney 


CINDERELLA'S  CARRIAGE:  THE  BALL  HASN'T  STARTED  YET 


them 


])eople  didn't  want  visitors  going  to 
church  because  they  wouldn't  be  spend- 
ing money  in  the  park?  "One  hears  such 
things,"  he  replied.  Indeed,  I  myself  had 
read  them  in  another  interview  tliat  he 
had  given. 

Over  in  ('oupvray,  fr(im  whose  hilltop 
site  one  can  see  the  im))rol>al:)le  skyline 
of  the  park,  Alain  Boulet,  the  mayor's 
chief  (if  staff,  said  a  couple  of  Disney 
cast  members  had  injected  a  few  sous 
into  the  economy  of  his  restaurant-less, 
hotel-less  village  by  renting  rooms  in  pri- 
vate homes.  And  he  wasn't  holding  his 
breath  for  any  further  boomlet. 

Boulet's  key  complaint,  how^'ver,  was 
that  Ooupvray  "is  no  longer  a  rural  vil- 
lage. We're  becoming  a  suburb  of  Par- 
is." The  sale  of  farms  that  had  been  in 
families  foi-  generations  meant  that 
many  locals  had  "lost  their  way  of  life." 
But  what  about  the   benefits  Disney 


would   bring'.'   "We   shall  see, 
snapped. 

Most  of  the  people  I  talked  tj 
Coupvray,  Chessy,  and  other  villj 
surrounding  the  park  didn't  plan  to 
it  or  other  Disney  offerings,  such  a;] 
18-hole  golf  courses  and  American 
i-estaurants,  very  often.  It  would 
different  elsewhere  in  France,  Fathi 
Montalembert  insisted.  "The  Fr 
don't  visit  the  park,"  he  said.  "And 
should  they'?  All  the  articles  they 
are  so  negative." 

Boulet  thought  things  might  get 
ter  in  the  fall,  though.  And,  indee 
tendance  figures  for  September, 
pixived  perhaps  because  of  Disr 
price  cuts,  appeared  to  prove  his  as; 
ment  right.  Boulet  said  of  his  fellow 
zens:  "I've  heard 
experience  right  no 
too  much — too  m 
traffic  jams.  And 
French  don't  like  tc 
to  new  things  at  the 
ginning.  It's  a  cult 
difference.  They 
choose  the  moment. 

PROBLEM  SOLVED.  ' 

sounded  a  good  c' 
like  something  that  le 
kindly  Monsieur  Sun 
had  said.  I  checked  y 
notes.  Indeed,  thenit 
was  amid  my  scribbi 
"[Disney]  complas 
that  nobody  [Freni 
came  in  August,"  f 
had  told  me.  "Of  cou'e 
not!  August  is  for  viV 
tions,  not  for  comingo 
Euro  Disney." 

"It's  sacred,"  his  we 
had  added,  meaning 
purpose  of  the  mor'., 
not  the  park. 
Uo//f/.' There  was  the  explanation.  C  - 
tural  differences.  So  simple,  and  veto 
one  had  thought  of  it  before.  In  ff  . 
some  previous  explanations,  now  clea; 
discredited,  had  been  quite  unkind.  So 
friends,  for  example,  had  suggested  tl 
the  French  weren't  visiting  the  park  ' 
spite  the  big  campaign  to  woo  Disney  • 
France  because  the  French  were  ji 
naturally  perverse.  How  embarras.^: 
they  will  be  when  I  tell  them  what  ac 
ally  happened. 

Mystery  solved,  I  drifted  home  w 
visions  of  Mickey  and  the  gang  rumbli 
around  my  head  and  warmed  by  t 
knowledge  that  the  Disney  folks  woi 
likely  soon  come  to  know  and  love  t. 
French  as  I  have. 

PATRICK  OSl 

I'dtrich-  Osier  ri'/iin  ts  /or  H\V  from  Bn 
scls.  I  list  II  ji  I  he  rood  from  Friiiire,  home 
I  he  fiilix  pus. 
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CORUM'  Quadratus  Watch  Stlt-wind:ng 
movement  with  48  hour  reserve 
encased  within  a  solid  18  karat  gold  case 
Constant  seconds  and  calendar. 
Sapphire  crystal.  Water-resistant. 
Crocodile  strap. 
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MARVIN  Si  SONS  •  Ntw  VorL  Citv  TOURNEAU 
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in  a  row  How  did  we  do  it'  By  buying  mortgages  from  lenders,  and  packaging 
them  as  mortgage  securities  to  sell  to  investors.  That  keeps  funds  flowing,  makes 
financing  more  available  and  affordable,  and  helps  more  Americans  realize  the 
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WILL  THE  REAL 
JERRY  LEWIS  . . . 


Your  readers  have  now  had  an  oppor- 
tunity to  weigh  "Some  of  Jerry's 
kids  are  mad  at  the  old  man"  (Top  of  the 
News,  Sept.  14)  against  the  overwhelm- 
ing triumi)h  of  Jerry  Lewis'  Labor  Day 
Telethon.  The  writer's  statement  that 
"the  comedian  still  maintains  some  sup- 
port among  the  disabled"  is  downright 
ludicrous.  Beyond  the  indisputable  evi- 
dence of  the  telethon  itself,  a  readers' 
poll  conducted  last  winter  by  Accent  on 
Living,  a  magazine  for  persons  with  dis- 
abilities, indicated  that  80?'  of  respon- 
dents support  Jerry  and  his  show. 

Competition  for  political  power 
through  media  exposure  lies  at  the  heart 
of  the  attacks  on  the  Muscular  Dystro- 
phy Telethon.  Fortunately,  though  the 
competitors  are  obviously  willing  to  sac- 
rifice the  interests  of  those  the  telethon 
benefits  for  their  personal  ends,  that 
sacrifice  hasn't  been  exacted,  thanks  to 
the  wholesale  rejection  of  their  claims  by 
the  majority  of  the  disability  community 
and  the  American  public. 

Robert  Ross 
Executive  Director 
Muscular  Dystrophy  Assn. 

Tucson 

The  Jerry  Lewis  Telethon!  It  might  as 
well  be  called  The  Jerry  Lewis 
Shoiv.  It's  disgusting  that  Lewis'  name 
is  displayed  prominently  over  that  of  the 
cause.  He  has  turned  what  was  a  noble 
idea  into  a  parody.  As  for  Evan  J. 
Kemp's  concerns  that  the  telethon  uses 
a  "pity  approach"  and  "paints  disabled 
people  as  childlike  and  with  one  foot  in 
the  grave,"  that  approach  should  come 
as  no  surprise.  Lewis  has  been  using  it 
for  years  . .  .  it's  called  his  act. 

Alfred  Hassinger 
Red  Bank,  N.J. 

WHITTLING  AWAY 

AT  EDUCATION'S  STATUS  QUO 

In  "Saving  our  schools"  (Cover  Story, 
Sept.  14),  you  state  that  in  Whittle's 
Edison  Project,  "about  207^  of  the  stu- 
dents will  be  on  full  scholarship." 
But  since  Whittle's  schools  are  a  for- 


profit  venture,  the  economics  of  this 
claim  seem  remarkably  optimistic.  With 
Whittle  planning  to  charge  tuition  equal 
to  the  national  mean  while  giving  20'X  of 
students  free  passage,  he  will  be  left 
with  tuition  revenue  209^  below  the  na- 
tional mean,  not  to  mention  the  money 
that  must  be  set  aside  for  profit. 

While  it's  unclear  what  ultimata  effect 
the  Whittle  schools  might  have,  it  is 
clear  that  our  current  monopolistic  sys- 
tem of  forcing  children  in  lower-income 
areas  to  attend  inferior  neighborhood 
schools  needs  to  be  changed. 

It's  also  clear  that  we  need  to  provide 
equality  of  educational  opportunity  and 
mitigate  the  problems  faced  by  poorer 
districts,  including  poorly  paid,  inexperi- 
enced teachers,  fewer  support  personnel, 
obsolete  textbooks,  and  lack  of  modern 
equipment. 

Kathleen  Horn 
Policy  Researcher 
Horizon  Institute  for  Policy  Solutions 
Charlottesville,  Va. 

CRUNCHING  THE  NUMBERS 

IN  CLINTONOMICS  

In  "Clintonomics"  (Economic  View- 
point, Sept.  21),  Alan  Blinder  asks  us 
to  "figure  the  merits  along  with  the 
math"  when  reviewing  the  Democratic 
platform  of  government  mandates,  such 
as  family  leave  and  health  care.  When  I 
try  to  do  this,  neither  the  merits  nor  the 
math  add  up. 

Blinder  says  it  is  unfair  to  treat  such 
mandates  as  a  hidden  tax,  but  how  else 
can  you  evaluate  them?  Let's  look  at 
family  leave.  Is  it  a  hidden  tax?  Yes. 
Employers  would  have  to  keep  a  small 
surplus  work  force  or  pay  a  premium 
for  temporary  workers  to  meet  the  pro- 
visions of  this  mandate.  Considering 
how  hard  American  corporations  have 
worked  to  get  lean  and  mean  to  compete 
internationally,  it  seems  ludicrous  for 
the  government  to  legislate  against  such 
market  pressures. 

Blinder's  math  excludes  the  important 
component  of  international  competition. 
If  the  math  doesn't  add  up  in  America, 
jobs  will  migrate  overseas.  He  is  correct 
in  that  there  are  always  winners  and 
losers.  But  under  Clinton's  proposals, 
the  winners  are  overseas  workers.  Both 
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TkEGMGARK 
EVERY  TIME  YOU 
IT,  GM  WILL  GREI 
*  OF  YOUR  PURCl 
TOWARD  ANY  NE 
GMCARORTRUC 

Now  you  can  turn  I 
power  into  horsepower.  I 
into  steel.  With  the  ne^ 
MasterCard® 

Every  time  you  use 
will  credit  5%  of  youi 
chase  towardbuying  or  It 
any  new  Chevrolet,  Po 
Oldsmobile,  Buick,  Cadil 
CMC  Truck. 

5%  toward  a  nev 
vehicle  every  time  you  m 
purchase,  take  a  vacation 
out  to  dinner.  All  credits 
special  GM  rebate  ac( 
we'll  open  in  your  nan 
could  mean  saving  hund 
even  thousands  of  do 
over  and  above  any  othei 
counts  or  rebates. 

You  get  all  the  ac 
tages  of  MasterCard®  wi 
annual  fee.  And  you  can  ji 
start  your  savings  by  si 
transferring  your  outstar 
credit  card  balance  to  the 
Caret. 

You'll  get  the  ftill  GM 
rebate  of  5%  oh  money  y( 
already  spent.  .The  GM  C 
The  new  financial  vehicle. 

l-800-8GM-CAi 
NO  ANNUAL  Fl 
THE  GM  CAR] 

THE  NEW  FINANCl 
VEHICLE!" 

CHEVROLET  •  PONTIAC  •  OLDSMO 
BUCK  •CADILLAC*  CMC  TRIG 

Offer  is  redeemable  as  discount  on  new  GM  car  or  t  i. 
to  $500  annually,  or  maximum  of  $3500  over  7  ye;  I 
be  combined  with  other  GM  offers.  Subject  to  GM  Carifil 
Program  Rules.  Cash  advance  finance  charges  ill 
balance  transfers. 
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CORRECTIONS  &  CLARIFICATIONS 

In  the  story  "People  of  earth,  we  are  a 
friendly  channel"  (Top  of  the  News, 
Oct.  5),  we  erroneously  stated  that  Par- 
amount Communications  Inc.  had  plans 
to  open  some  80  "virtual  reality  ar- 
cades" in  shopping  centers.  In  fact,  the 
company  has  licensed  its  Star  Trek: 
The  Next  Generation  television  show 
to  provide  the  theme  for  three  enter- 
tainment centers  to  be  opened  by  a 
unit  of  Edison  Brothers  Stores  Inc. 
over  the  next  three  years.  Edison  is 
both  the  investor  and  developer. 


American  businesses  and  workers  are 
losers. 

Let's  let  government  stay  where  gov- 
ernment belongs — out  of  micromanag- 
ing  day-to-day  business  operations — and 
into  managing  global  business  condi- 
tions and  education. 

Peter  W.  Shaw 
Shelby,  Ohio 

CHECCHI 

AND  BALANCES  

■ found  Al  Checchi's  statement  that 
Northwest  Airlines  was  such  a  ragtag 
operation  that  "we  had  to  change  the 
management"  rather  interesting  ("KLM- 
Northwest:  Three  years  and  barely 
aloft,"  Cover  Story,  Aug.  24).  Interest- 
ing in  that  he  purchased  an  airline  that 
had  a  history  of  30-plus  years  of  profit- 
ability, owned  all  assets,  had  no  debt 
other  than  what  had  been  created  to 
stave  off  a  takeover,  and  had  never  laid 
off  any  of  its  employees. 

Checchi  and  company  leveraged  the 
carrier  to  .$3.6  billion  in  debt.  Since  that 
time,  they  have  sold  almost  all  assets, 
leased  them  back,  laid  off  hundreds  of 
employees,  and  discharged  the  manage- 
ment that  had  very  successfully  run  the 
company  for  years.  The  debt  still  ap- 
proaches $2  billion,  and  they  continue  to 
lose  money  on  a  daily  basis  because  of 
greatly  increased  management  and  oper- 
ational costs  and  the  perception  of  insid- 
ious fare  wars. 

It  would  lead  one  to  seriously  question 
Checchi's  ability  to  recognize  anyone's 
management  ability,  much  "less  his  own, 
and  his  understanding  of  the  airline  in- 
dustry in  general. 

Larry  N.  McCumber 
Norcross,  Ga. 

THIS  DOUBLE-SIDED  THING 

CALLED  ENTITLEMENTS  

Your  story  on  entitlements,  "Can't 
live  with  'em,  can't  live  without 
'em"  (Economics,  Sept.  7),  adopts  a  posi- 


tion about  the  economic  effect  that  con- 
cerns itself  with  only  one  side  of  the 
story — the  federal  deficit.  The  other  side 
is:  What  do  entitlement  recipients  do 
with  the  money  they  get? 

Retirees  living  on  Social  Security  tend 
to  spend  most  of  this  income,  thereby 
helping  to  maintain  the  level  of  consum- 
er spending.  Many  of  your  articles  on 
the  economy  have  noted  and  decried  the 
wariness  of  consumers  to  spend.  And 
you  have,  very  properly,  indicated  that 
without  an  increase  in  consumer  spend- 
ing, our  economy  will  continue  in  the 
doldrums.  Retirees  must  spend  because 
they  no  longer  earn  income.  And  those 
retirees  who  are  more  affluent  invest  in 
securities.  Does  this  injure  the  economy? 

Health  care,  the  most  rapidly  growing 
entitlement  program,  also  has  a  doul.)le 
impact.  On  the  one  hand,  it  provides  rel- 
atively needy  persons  (retirees  and  the 
indigent)  with  care  they  need  and  cannot 
afford.  On  the  other,  it  subsidizes  the 
development  of  advances  in  medical 
technology,  pharmaceuticals,  and  biolo- 
gy. If  there  were  no  market  for  such 
things,  there  would  be  either  no  or  very 
slow  development.  I  am  not  unmindful 
of  the  financial  cornucopia  that  medical 
professionals  have  harvested,  but  the  re- 
wards to  human  health  are  manifold  and 
deserve  our  attention. 

All  the  other  entitlements  you  men- 
tion, save  defense,  cater  to  various  hu- 
man needs.  Defense  spending,  however, 
has  now  become  a  job-saving  function 
rather  than  a  protective  function.  And 
the  current  investment  in  defense  hard- 
ware is,  as  any  economist  unconnected 
with  the  defense  industry  will  tell  you,  a 
waste  of  resources  that  would  be  better 
spent  on  infrastructure  improvement. 

Daniel  P^einberg 
West  Palm  Beach,  Fla. 

A  BOEING  CHRONICLER 

BEGS  TO  DIFf  ER  

In  your  review  of  Roltert  J.  Serling's 
Legend  &  Legaey:  The  Story  of 
Boeing  and  Its  People  ("Boeing's  wild 
ride,"  Books,  Sept.  21),  the  reference  to 
my  book,  Boeing:  In  Peace  &  War,  is 
appreciated.  However,  to  state  that  it 
"relies  mainly  on  secondary  sources" 
misses  a  most  important  point.  In  fact, 
the  primary  source  was  my  own  4.5-year 
career  with  Boeing — not  mentioned  in 
your  review. 

Hiring  on  as  engineer  in  194L  I  grew 
with  the  company.  A  member  of  man- 
agement from  19.56  until  my  retirement 
in  1988,  I  was  directly  involved  in  many 
major  projects.  Acquiring  an  MB.\  in 
1971,  I  held  the  international  desk  in  cor- 
porate headquarters,  sold  commercial 
airplanes  in  11  countries,  and  managed 
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Now  Delta  Gives  Frequent  Flyers 
Three  BetterWaysTo  Go. 
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The  most  generous  and  user- 
triendly  frequent  flyer  program  going 
just  got  better.  With  a  new,  lower 
requirement  of  just  30,000  miles  to 
receive  a  free  coach  ticket  good  for 
roundtrip  travel  within  North  America 
(excluding  Hawaii). 

What's  more,  Delta  Frequent 
Flyers  need  just  40,000  miles  to  receive  a 
free  roundtrip  transatlantic  (excluding 


India)  or  transpacific  coach  ticket.  Travel 
must  be  completed  by  April  30,  1993. 

And  because  Delta  awards  a 
minimum  of  1000  miles  on  every  flight, 
contrasted  with  the  500  or  so  awarded  by 
other  airlines,  you'll  be  able  to  qualify  for 
free  flights  much  more  quickly. 

Our  Medallion  "  level  program 
now  has  a  new,  lower  qualification 
requirement,  so  you  can  be  awarded 


Medallion  level  status  after  accruing  just 
30,000  base*  miles.  And  benefits  have 
been  substantially  increased. 

There's  a  new  Royal  Medallion" 
level,  with  increased  privileges  and 
awards  for  our  most  frequent  flyers. 

As  a  result  of  all  these  changes 
you'll  qualify  faster  than  ever  for  free 
travel  awards,  and  fly  far  easier  than  on 
most  other  programs. 


I 


Fi('(|uent  Flyer. 

Compare  our  program  to  the 
ition's  and  you'll  see  that  Delta 
It  Flyers  enjoy  numerous  unique 


:an  earn  free  tickets  for  as  little 
)00  accrued  miles. 
;arn  1000  miles  minimum  per 
jn  Delta  and  the  Delta  Connec- 
No  other  airline  gives  more. 
:an  earn  1000  miles  from  our 
ind  car  rental  travel  partners, 
r  mileage  adds- up  faster, 
double  mileage  when  flying 
]lass. 

150%  mileage  when  flying 
jss  Class. 

e  is  no  expiration  date  on 
;e  earned. 

1  imposes  no  blackout  period 
vei  awarded  on  North 
can  flights. 


Medallion  Level. 

Members  enjoy  greatly  reduced 
mileage  requirements  for  travel  awards, 
and  many  other  advantages. 

Delta  has  lowered  the  annual 
miles  needed  to  qualify  to  30,000  base 
miles  accrued  during  the  calendar  year.** 
And  you'll  be  awarded  Medallion  level 
status  within  30  days  of  qualifying,  so 
you  can  begin  enjoying  the  benefits  of 
Medallion  status  almost  immediately. 
These  include: 


^41 


•  Greatly  reduced  award  mileage 
requirements.  For  example,  you  can 
receive  a  free  ticket  for  as  little  as 
20,000  accrued  miles. 

•  Up  to  20  roundtrip  upgrades  for  as 
little  as  2500  miles  each.  In  many 
cases,  our  competitions  upgrades  are 
only  good  for  1-way  travel. 

•  Upgrades  can  be  confirmed  any 
time  prior  to  travel.  No  re-confirma- 
tion  is  necessary,  and  there  are  no 
24-hour  or  72-hour  rules. 

•  Threshold  bonuses  that  double 
your  miles  and  allow  you  to  accrue 
up  to  a  total  of  50,000  bonus  miles 
per  membership  year  (begins 
lanuary  1,  1993). 

•  Valuable  special  offers  from  time  to 

time,  made  to  members  only 


Royal  Medallion  Level. 

A  new  program  level  for 
Delta's  most  frequent  flyers,  beginning 
January  1,  1993.  Only  60,000  base  miles 
accrued  during  the  calendar  year  are 
needed  to  qualify,  and  you'll  be  awarded 
Royal  Medallion  level  status  within  30 
days  of  becoming  eligible.  As  a  Royal 
Medallion  member  you'll  receive  all  of 
the  benefits  of  Medallion  status,  plus: 


•  A  monthly  mileage  bonus  equal  to 
50%  of  the  base  miles  you  fly  each 
month. 

•  Additional  upgrades  available  for  as 
little  as  2500  miles  each. 

•  Complimentary  1-year  Crown 
Room  membership  after  100,000 
base  miles. 


Additionally,  all  Medallion  and 
Royal  Medallion  members  benefit  from 
preferred  seating  when  making  reserva- 
tions, special  Medallion/First  Class 
check-in  positions  (where  available), 
and  early  boarding  privileges. 

For  immediate  enrollment  in 
the  Delta  Frequent  Flyer  program,  call 
1-800-323-2323  in  the  U.S.  Outside  the 
U.S.,  call  Delta  or  stop  by  any  Delta  ticket 
office. 

ADEHA 

WeLovehFlyAndltShows: 


;andard  Delta  Frequent  Flyer  Program  rules  apply.  *"Base  miles"  exclude  First  Class  and  Business  Class  bonuses,  hotel  and  car  rental  credits,  airline  partner  credits 
than  the  Delta  Connection  carriers)  and  all  other  special  promotional  offers  and  bonuses.  tOelta  Connection  carriers  operate  with  Delta  flight  numbers  3000-5999 
and  7000-7999.  "Medallion  level  status  good  from  date  of  award  through  December  31  of  the  following  calendar  year.  ©  1992,  Delta  Air  Lmes,  Inc. 


DEALING  WITH  AT&T  CAN  BE  A 
IITTLE  DAUNTING. 
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nn  an  effort  to  keep  a  leg  up  on  the  competition,  AT&T  can  drive  its  customers  to  tlieir  knees. 
But  WilTel  '  helps  small  and  medium  size  businesses  stand  tall.  Offering  feature-filled  Norstar  digital  key  systems,  smart!; 
designed  by  Northern  Telecom.  Plus  flexible,  responsive  and  personal  service-oriented  supi.)ort. 

So  get  off  the  floor  and  get  what  you  want.  For  everything  from  key  systems 
to  PBXs,  call  WilTel  Communications  Systems  at  1-800-324-0608. 
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The  flexible  and  expandable 
Norstar  digital  key  system. 
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Turns  up  Technology 
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THE  DIAMOND  ANNIVEl^ARY  BAND. 

Wliellier  it's  your  1st,  5tK  or  lOtli  anniversary,  tliis  year, 
tell  lier  you'd  marry  lier  all  over  again. 

A  diamonil  is  forever 


Oc  Beers         Diamond  Anniversary  Band  shown.  $2,850.  Price  slightly  higher  in  Puerlo  Rico  &  Hawaii. 
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start  the  PC 
price  war. 


(We'd  never  back  down 
on  quality) 


SUM'S  TABLE;  RACE,  RESPECTABILITY,  AND  MASCULINITY 

By  Mitchell  Duneier 

University  of  Chicago  Press  •  192pp  •  $19.95 


BEYOND 
SUPERFLY 


I still  remember  when  the  lady  next 
door  hung  her  son  from  the  back 
porch.  Some  money  had  been  stolen 
from  another  neighbor,  and  the  tight- 
lipped  youngster  was  the  prime  suspect. 
So  his  mother  figured  a  few  minutes 
suspended  by  his  feet  from  a  rickety 
second-floor  tenement  porch  would  loos- 
en his  tongue.  After  that  dose  of  tough 
love — then  the  necessary  variety  in 
North  St.  Louis'  black  ghetto — the 
young  miscreant  disclosed  the  where- 
abouts of  the  missing  cash  (the  hollow 
of  a  nearby  tree)  and  stole  no  more. 

Today,  when  my  all-too-suburban  kids 
hear  that  story,  they  grumble  about 
child  abuse.  Or  they  dismiss  such  con- 
duct as  legend  from  the  same  prehistoric 
era  in  which  their  grandmother  rode 
miles  to  class  in  a  horse-drawn  wagon, 
because  blacks  weren't  allowed  to  attend 


high  school  in  her  Tennessee  hamlet. 

But  to  the  aging  black  men  at  Valois 
Cafeteria,  the  subjects  of  Mitchell  Dun- 
eier's  Slims  Table:  Race,  Respectabil- 
ity, and  Masculinity,  iron-rod  discipline 
is  as  necessary  and  right  today  as  it  was 
in  simpler  times  when  "entitlement"  was 
just  another  word  in  the  dictionary  and 
welfare  was  a  mark  of  shame.  Despite 
living  in  Chicago's  huge  black  ghetto 
with  its  attendant  poverty  and  crime, 
Slim's  buddies  still  retain  old-fashioned 
beliefs  about  work,  manhood,  and  ac- 
ceptable behavior  often  thought  to  have 
left  the  ghetto  long  ago. 

Researching  his  graduate  thesis  at  the 
University  of  Chicago,  sociologist  Dun- 
eier, who  is  white,  spent  four  years  liv- 
ing with  the  small  group  of  working- 
class  black  men  who  congregate  daily  at 
Valois — a  fixture  of  the  integrated  Hyde 


Park  enclave  that  borders  the  univeity 
and,  on  its  other  three  sides,  the  ghi:o 
While  Duneier's  inquiry  wasn't  ex;  1\ 
hangin'  with  the  homeboys — the  meij 
studied  were  aged  55  to  87 — it  none 
less  provides  an  insight  into  the  b| 
male  world  most  whites  never  see. 

Indeed,  whether  it  was  Superfly,  if 
Cosby's  Dr.  Cliff  Huxtable,  or  "Vvk 
Horton,  America's  stereotypes  of  h<± 
men  always  missed  the  mark.  One  * 
son,  Duneier  argues,  is  that  society 
ally  concentrates  on  the  extremes. > 
stead,  he  focuses  on  the  working  c!« 
that  makes  up  a  third  of  U.  S.  black 

Duneier's  book  revolves  around 
an  auto  mechanic,  and  the  mostly  siiik 
working-class  men  who  eat  or  sip  co  'h 
at  his  table  at  Valois.  As  confidant,  ;i 
vice-giver,  and  listening  post.  Slim  in\ 
the  center  of  discussions  revealing  i. 
hopes,  fears,  prejudices,  and  frustratii.- 
of  this  opinionated  bunch. 

Slim's  crowd  doesn't  fit  the  all-  i 
common  view  of  black  men  as  pronii.': 
ous  hustlers  with  an  aversion  to  worija 
taste  for  danger,  and  a  disregard  J|n!ti 
authority.  We've  all  seen  the  dismal  at 
that  give  credence  to  that  view,  sucHs 
the  fact  that  23''  of  young  black  md 
are  under  the  control  of  the  criml 
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;e  system.  DuneitT 
■s:  "The  two  most 
fion  things  I  was 
I  when  I  told  friends 
;  writing  about  blaciv 
'Is  it  safe?'  and  'Do 
live  on  the  streets 
them?'  " 

it's  ironic,  since 
of  the  men  at  Slim's 
work  hard  for  a  liv- 
Jackson  the  long- 
man  shows  Duneier 
;ar  box  filled  with 
"  bills  almost  as  a 
>  of  honor.  And  the 
)  displays  conserva- 
social  values  that 
1  make  Pat  Buchan- 
roud.  Ted,  a  dark- 
technician,  grouses  that  welfare 
rages  girls  to  get  pregnant.  Social 
;r  Ozzie  discovers  his  lover  is  a 
le  addict  and  ditches  her  when  she 
quit.  "I  live  in  a  different  world 
that  cocaine  world,"  Ozzie  says, 
len  complain  that  police  need  to  be 
er  on  ghetto  criminals,  and,  Dun- 
vrites,  "they  exhibit  many  of  the 
des  one  would  expect  from  a  group 
irking-class  white  men." 
be  sure,  Slim's  Table  has  neither 
itellectual  meat  of  sociologist  Wil- 


uneier  destroys 
caricatures  of  black 
men  as  promiscuous 
hustlers  ivith  an 
aversion  to  work 


Ham  J.  Wilson's  works  on  race  nor  the 
poignancy  of  Clifton  L.  Taulbert's  Once 
Upon  a  Time  When  We  Were  Colored. 
And  Duneier  never  provides  the  charac- 
ter development  his  material  deserves. 
Yet,  like  Taulbert's  bittersweet  reminis- 
cences of  his  youth  (another  work  where 
the  message  triumphs  over  sometimes- 
tortured  writing),  Duneier's  book  owes 
its  strength  to  the  quiet  use  of  every- 
day-life examples  that  slowly  knock 
down  preconceptions  that  these  black 
men  are  one-dimensional  or  valueless. 


Happily,  Duneier  goes 
one  step  further.  He  won- 
ders whether  such  men  as 
Slim — solidly  directed  by 
individual  standards,  but 
able  to  reveal  personal 
weakness — may  hold  a 
lesson  for  men  anywhere 
searching  for  a  new  defi- 
nition of  masculinity. 
Duneier  found  inner-gen- 
erated values  that  didn't 
need  gangs,  strength  that 
was  not  derived  from  the 
approval  of  others.  The 
men  care  for  one  another 
out  of  love.  And  that  is 
the  word  they  use. 
The  prospect  of  a  posi- 

 I  tive  male  model  rising 

from  the  i>lack  ghetto  is  an  intriguing 
one.  Duneier's  major  shortcoming  is  that 
he  fails  to  examine  adequately  factors 
among  Slim's  circle — age  and  family 
background,  for  example — that  may 
have  shaped  the  qualities  he  finds  so 
surprising  and  admirable.  Still,  he's  on 
target  to  recognize  that  perhaps  there 
are  broad  lessons  to  be  learned  from 
black  working  men  who  have  withstood 
the  urban  maelstrom  around  them. 

BY  JAMES  E  ELLIS 
Senior  Writer  Ellis  is  based  in  Chicago. 
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[This  is  where  we  draw  the  line.) 


the  shot 


486N  Specifications  •  :!2  bit  Intel  SX,  DX  and  IJX2  processors  at 
:i5.  33,  5()an(IC,(iMHz.  •  4  MB  RAM,  expandable  to  48  MB  •  Local 
bus  integrated  I  'Itra  VGA  •  Video  with  graphics  ac  celerators  • 
Sr)-43(»  MB  hard  drive  •  3.5"  floppy  drive  •  Three  Ki-bit  expansion 
slot.s  •  R(  )M-l);Lsed  internal  diagnostic  an<l.system  guide  • 
Integrated  Flash  Bit KS  and  boot- FiOM  •  Multilevel  hardware 
security  •  Chip-upgradable 


■SuggostciU'S  hsl  prircs  for  IIP  4RR/2r,N  anil  HP4K(;/3:5N  IVIi>iip|  1  PCs  Monitor  ncil  mcludcil  tPress  1  for  HP  First,  refercra  r- Il<K  umi-iil  ID  6310,  fi311, 631,3.  Microsoft  is  a  U.S.  registered  trademal' 
cjfMu  n.M.ft  (  on»>ralii]n  Winilciws3  1  isa  imKiui  f  of  Mu  roMifl  <  orpfpratiiin  Tho  Inli-I  Insjde  logo  ]s  a  tUS  trademark  of  Intel  Corporation    C  1992  Hewlett-Packard  Company  PPG-656 


^'s  new  low-priced  PCs  don't  surrender  features. 


cheap  PCs  don't  stand  a 
e.  Hewlett-Packard  has  intro- 
486  models  starting  at  under 
).*  With  prices  of  our  entire  line 
486  and  386  PCs  down  as  much 
I)  in  the  last  9  months. 

ir  low  prices  have  not  come  at 
pense  of  quality,  performance 
features  you  want. 

earn  through  those  high- 
red  Microsoft'  Windows  and 
jrojects,  our  revolutionary 
)us  technology  and  fast  graphics 
?rators  really  fly.  And,  with 


true  multivendor  compatibility, 
HP  PCs  fit  easily  into  your  computer 
environment. 

We've  also  made  big  advances  on  the 
networking  front.  Many  models  come 
with  preinstalled  network  interface 
cards  and  boot-ROMs.  And,  of  course, 
HP  PCs  are  fully  tested  and  certified 
with  all  the  major  NOSes. 

Our  security  features  are  so  conveni- 
ent people  actually  use  them.  And  our 
486  desktop  PCs  are  chip- upgradable. 
So  you  can  count  on  always  having 
the  latest  and  greatest. 


All  this  for  as  little  as  $1,200!  And 
for  a  few  hundred  dollars  more,  we'll 
throw  in  a  hard  drive  with  pre- 
installed DOS  5.0,  Windows  3.1 
and  a  mouse. 

To  be  a  winner  in  the  price  wars, 
call  1-800-752-0900,  Ext.  7094  for 

your  nearest  HP  PC  dealer  Or  call 
1-800-333-1917  from  your  fax  hand- 
set for  immediate  details.^  Then 
start  calling  the  shots. 


HEWLETT 
PACKARD 


Economic  Viewpoint' 


THIS  ELECTION,  THEY'RE  NOT 
JUST  STUCK  IN  THE  MUD 


BY  ALAN  S.  BLINDER 


Who  would  have 

guessed?  Clinton  and 

Bush  are  confronting 

substantive  issues 

such  as  education  and 

health  care.  However, 

they're  still  dancing 

around  two  big  ones: 

What  to  do  about  the 
deficit  and  how  to 
restart  the  economy 


ALAN  S  B'INDER  IS  THE  GORDON  5 
RENTSCHIL:  MEMORIAL  PROFESSOR 
OF  ECONO/.^ICS  AT  PRINCETON 
AND  THE  AUTHOR  OF  GROWING 
TOGETHER 


The  U.  S.  public  has  legitimate  gripes 
al>()ut  the  1992  campaign.  We  have  seen 
our  share  of  mud  slung  around  and  heard 
till)  many  appeals  to  our  baser  instincts.  But 
the  untold  story  of  this  campaign  is  that  it  has 
been  lain,  to  a  quite  unusual  extent,  on  the  is- 
sues—especially the  economic  ones. 

Compare  this  with  the  vacuous  campaigns  of 
1984  and  1988.  Can  you  remember  the  big  ec- 
onomic issues  of  the  1988  campaign?  By  Elec- 
tion Day,  about  all  we  knew  about  President 
Bush's  positions  was  that  he  wanted  to  re- 
store the  tax  preference  for  capital  gains  (bad 
idea)  and  didn't  want  Willie  Horton  in  the 
Caljinet  (good  ideal.  It  was  a  thin  platform 
on  which  to  govern,  which  may  explain  why 
the  past  four  years  have  l:)een  so  uninspired. 

The  1992  campaign  has  been  refreshingly 
different.  Even  before  any  face-to-face  encoun- 
ters. Governor  Clinton  has  forced  the  Presi- 
dent to  carry  on  a  wide-ranging  debate  on 
the  economic  issues.  And  even  Ross  Perot's 
cat-and-mouse  candidacy  focuses  on  an  eco- 
nomic issue:  how  to  reduce  the  budget  deficit. 

So  the  voters  really  do  have  some  l.)asis 
for  choice  this  time.  For  example: 

■  Taxes.  President  Bush  continues  to  back  a 
tax  l)reak  for  capital  gains  and  has  tantalized 
the  voters  with  the  prospect  of  another  across- 
the-board  cut  in  personal  income-tax  rates. 
How  he  would  cover  the  revenue  loss  is  mys- 
tei'ious.  (Sound  familiar?)  Governor  Clinton 
rejects  most  of  these  ideas  and  suggests  in- 
steafl  a  reallocation  of  the  tax  burden.  He 
would  raises  taxes  on  the  top  2%  of  taxpayers, 
to  l)ring  in  some  $23  billion  per  year,  and 
close  sevei'al  corpoi'ate  tax  loopholes,  for  an 
additional  $15  liiilinn.  But  he  would  return 
about  twothirds  of  the  revenue  via  a  middle- 
class  tax  cut  labout  $15  billion  per  year),  an 
exi)ansion  of  the  Earned  Income  Tax  Credit 
for  the  working  poor  ($3  billion),  and  several 
pro-investment  tax  credits  for  business  (I'ough- 
ly  $8  l)illion).  On  balance,  the  Clinton  plan 
would  raise  govei-nment  revenue  by  about  $12 
billion  per  year  while  improving  the  tax  code. 

■  Investment  incentives.  To  promote  busi- 
ness inveslmenl,  I!ush  favors  lower  capital- 
gains  taxes;  Clinton  prefers  a  targeted  version 
of  the  investment  tax  credit.  The  economic 
evidence  favors  Clinton's  position. 

■  Health-care  reform.  Governor  Clinton  pi'o- 
poscs  ;i  coinpreliensive  overhaul  of  the  n;i- 
tion's  system  of  financing  medical  care,  re- 
(luiring  employers  to  insure  their  workers  or 
pa\'  the  gover)iment  to  do  so.  It  woukl  also  try 
to  control  spiraling  health-care  costs  through 
si)ending  ceilings.  The  President  wants  to  re- 
tain the  old  system  but  offer  low-income  fam- 
ilies tax  credits  to  purchase  heallh  insurance. 


■  Infrastructure.  Governor  Clinton  w  d| 
spend  about  $20  billion  more  per  yeai  n 
much-needed  pul)lic  infrastructure.  Presi( 
Bush,  I  siu'mise,  woidd  not. 

■  Defense  spending.  I>oth  candidates  i 
pose  (k'feiise  cuts,  bvit  Clinton's  are  deep( 

■  School  choice.  Both  candidates  would  r 
courage  competition  in  the  school  systerr  i 
allowing  parents  to  send  their  kids  (and  s  i 
of  their  tax  dollars)  to  other  than  their  ne  \ 
borhood  schools.  But  Governor  Clinton  w(  I 
limit  public  funds  to  puiilic  schools,  while  F 
ident  Bush  would  let  tax  dollars  pay  for  p  > 
chial  and  private  schools,  as  well.  The  h  i 
here  goes  well  beyond  economics.  j! 

■  College  loans.  Clinton  proposes  a  new  (k 
program  in  which  students  could  pay  off  tji; 
debts  as  a  small  percentage  of  future  ince 
or  by  public  service.  Bush  does  not. 

■  Job  training.  Governor  Clinton  would  mK 
comijanies  spend  at  least  1.5%  of  payroll" 
training  their  employees,  or  else  pay  t»i 
amount  into  a  government  fund.  Presicai 
Bush,  a  i-ecent  convert  on  the  subject,  pref.- 
training  sulisidies  to  selected  workers. 

■  Manufacturing  and  technology.  Clin  i ' 
has  offererl  a  detailed  [ilan  that  would  reor 
the  national  laboratories,  create  manufactut 
extension  centers,  and  otherwise  promote 
diffuse  technology.  The  President  prefers 
get  the  government  out  of  the  way  by  rec 
ing  regulations. 

Personally,  I  have  no  trouble  scoring 
al)ove  list  for  Clinton.  But  others  will  k 
score  differently.  My  point  is  simply  that  it 
real  list  of  substantive  issues,  not  a  catalo 
sound  bites.  However,  readers  may  notice 
conspicuous  omissions— both  related  to 
monstrous  budget  deficit. 

First,  as  Ross  Perot  keeps  reminding 
neither  candidate  has  pushed  deficit  red 
tion  very  hard.  President  Bush  has  been 
worse  offender  l)y  far,  for  his  proposed 
cuts  would  exacerbate  the  problem  and 
simply  refuses  to  name  concrete  expendit 
cuts.  Governor  Clinton  does  better,  but  e^ 
his  plan  offei's  only  modest  deficit  reductic 

This  omission  is  easy  to  understand.  If 
incumbent  promises  pie  in  the  sky,  a  cl 
longer  who  advocates  tax  hikes  and  deep  c 
in  government  programs  is  falling  on 
sword.  Blame  the  White  House  foi-  sweep 
this  issue  under  the  rug. 

Second,  neither  candidate  has  said  mi 
aljout  how  he  would  kick-start  the  stalled 
covery.  It  is  presumably  fear  of  the  deficit,  £ 
of  Ross  Perot,  that  has  all  but  silenced  b( 
fieorge  Bush  and  Bill  Clinton  on  this  qu 
tion.  But  when  the  new  Presidency  begins, 
will  be  the  No.  1  item  on  the  national  agenc 
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The  only  thing  more 
attractive  than  our  hotels 
are  our  rates. 

It's  something  you  don 't  see  today.  The 
quality  of  a  hotel  going  up  and  the  rate  going 
down.  At  ITT  Sheraton,  we  spent  $1  billion 
improving  our  hotels  and  then  added  one  final 
touch— SureSavers.  Rates  that  make  business 
travel  simpler  and  easier. 


Previous      SureSaver    SureSat'er  SiireSarer 
Hdck        Business       li-Day  Weekend 
Rales          Rales     Mrance  Rales  Rales 

Los  Angeles 

Sheraton  Grande 

$190 

$166 

$140 

$  95 

Los  Angeles 

Sheraton  LW  Airport 

$13.5 

$  96 

$  76 

$  59 

Los  Angeles 

Sheraton  1  'niversal 

$150 

$133 

$120 

$104 

Santa  Monica 

Sheraton  Miramar 

$185 

$165 

$130 

$130 

Anaheim 

Sheraton  Anaheim 

$140 

$105 

$  76 

$  79 

Newport  Beach 

Sheraton  Newport  Heach 

$150 

$140 

$  85 

$  65 

City  of  Industry 

Sheraton  Industry  Hills 

$130 

$  91 

$  85 

$  79 

Cerritos 

Sheraton  Cerritos 

$159 

$110 

$  90 

$  79 

Riverside 

Sheraton  Riverside 

$  99 

$  78 

$  70 

$  65 

\orwalk 

Sheraton  Norwalk 

$125 

$  91 

$  59 

$  45 

San  Pedro 

Sheraton  Ims  Angeles  Harbor 

$135 

$  85 

$  79 

$  79 

Fall  Sure  >y  Saver 
Business  Rates  5%-30%  off 

The  business  traveler  finally  gets  a  break. 
This  option  is  available  Sunday  through  Thursday 
with  no  advance  reservations  or  purchase 
requirement. 

Special  offer  for  Visa"  cardholders 

Now  there's  even  more  for  you  to  enjoy  when 
you  charge  your  stay  on  your  Visa  card.  Simply 
ask  for  the  special  Visa 
upgrade  when  you  check 
in  on  your  SureSaver  V/SA 
rate.  Based  upon 
availability,  you'll  be 

upgraded  to  an  Executive  Floor  or  the  next  best 
available  room.  (Offer  valid  through  12/31/92.) 

At  ITT  Sheraton,  there's  no  such  thing  as 
business  without  pleasure. 

For  reservations,  call  your  travel  professional 
or  800-325-3535. 

SureSaver  rates  are  available  in  continental  U  S,,  the  Bahamas  and 
Canada,  Not  applicable  to  groups.  Subject  to  change  without  notice 
and  based  upon  availability  at  participating  properties.  Rates  do  not 
include  taxes  and  gratuities.  Some  restnctions  apply.  Kids  17  and 
under  slay  free  when  shanng  room  with  an  adult  using  existing 
bedding.  «,  1992  ITT  Sheraton  Corporation.  C 


sraton  Palace,  San  Francisco 


ITT 


Sheraton 


ADOPTED  WORLDWIDE  AS  A  REFERENCE 
WHEN  MEASURING  GAR  SAFETY. 


At  BMW  we  believe  the  more  you  can  trust  a  car, 
the  more  you'll  enjoy  it. 

Which  is  why  we  go  out  of  our 
way  to  ensure,  through  innovative 
engineering  and  comprehensive 
testing,  that  BMW  provides  a  stand- 
ard of  safety  to  which  the  whole  ■ 
industry  can  refer. 

Each  and  every  BMW  is  equipped  with  ad- 
vanced safety  features  designed  not  only  to  help 
the  car  better  sustain  a  frontal  impact,  but  more  im 
portantly,  to  help  drivers  avoid  accidents  altogether. 


Preventing  collisions  is  the  idea  behind 
number  of  "active  safety"  systems. 

These  include  suspension  s' 
?  I^gi  tems  engineered  for  greater  stabil 
and  handling  in  emergency  situat 
Anti-lock  braking  systems.  Ergonc 
ically  designed  seats  to  keep  you 
fortable  and  alert  at  all  times.  And 
instrument  panel  that's  clearly  arranged  and 
within  easy  reach. 

In  case  of  an  unavoidable  frontal  impact 
cident,  however,  a  BMW  is  ready  with  a  variet^c 


NO  WONDER 


ive  safety"  systems  to  minimise  damage 
ijury. 

extremely  rigid  passenger  compartment 
IS  a  protective  safety  cell.  Carefully  engineered 
iple  zones;' including  hydraulic  bumpers  and 
tubes,  provide  controlled  deformation.  There's 
1  driver's  side  airbag,  and  upon  impact  the 
;  automatically  unlock  to  assist  occupants  in 
)e  or  rescue. 

kW  of  which  is  designed  not  only  to  protect 
Dut  to  inspire  you.  Because  inherent  in  the 
driving  is  the  joy  of  feeling  secure. 


And  in  the  final  analysis,  the  pleasure  you 
derive  from  a  car  is  perhaps  the  most  important 
measure  of  all. 


THE  ULTIMATE  DRIVING  MACHINE. 


Economic  Trends 


BY  GENE  KORETZ 


VOTERS  MAY  HAVE  A 
JAUNDICED  VIEW 
OF  THE  ECONOMY... 


Practitionei'8  of  polimetrics,  the  ai'- 
cane  science  of  calculating  how  eco- 
nomic factors  influence  voter  behavior, 
ai'e  perturbed.  Most  of  their  econometric 
models,  which  have  accurately  projected 
the  results  of  past  Presidential  elections, 
now  favor  Geoi-ge  Bush.  Yet,  the  consen- 
sus among  the  experts  is  that  a  Clinton 
victory  is  nearly  assured. 

"Our  statistical  model  indicates  that 
Bush  should  win  handily,"  says  econo- 
mist Roger  Brinner  of  DKl/McGraw-Hill, 
"l)ut  Clinton's  continuing  sti-ong  show- 
ing in  the  polls  suggests  it  isn't  going  to 
happen."  As  he  sees  it,  if  Clinton  does 
win.  it  will  be  because  of  voters'  dis- 
torted view  of  econcimic  conditions. 


DO  PEOPLE  THINK  THINGS 
ARE  WORSE  THAN  THEY  ARE? 


100 


PERCENT  OF 
CONSUMERS  HEARING 
BAD  ECONOMIC  NEWS 


A7H 


CONSUMER 
DISCOMFORT  INDEX 

iNfLATION 
tUNEMPlOYMENT 
MORTGAGE  RATE 


Q  I  I  1  n  I  1  1  I  I  r  I 

JULY  '88  SEPT.  '92 

A  PERCENT         ^^^^  ^^^^        UNIVERSITY  OF 

MICHIGAN  SURVEY  RESEARCH  CENTER  DRI/McGRAW-HIEl 


To  be  siu'e,  the  business  cycle  has 
not  l>een  as  kind  to  Bush  as  it  might 
have  tieen.  When  the  recession  began 
in  the  second  half  of  WM),  many  Repub- 
licans were  relieved.  Since  no  one  really 
believed  a  cyclical  adjvistment  was  avoid- 
able, col'  strategists  felt  it  was  better  to 
accept  the  i)ain  two  years  before  the 
next  Presidential  election,  as  Reagan 
had  in  1982— i)articularly  since  down- 
tiu-ns  usually  last  only  a  few  (juarters 
and  are  almost  always  followed  by  the 
kind  of  rajiid  gi-owth  that  voters  like. 

In  pai't,  this  scenario  unfolded  on 
schedule.  After  declining  for  three  (luai"- 
lers,  the  economy  turned  up  in  the  sec- 
ond (piarter  of  1991  and  has  expanded 
for  five  straight  quarters.  Although 
growth  has  been  unusually  sluggish,  em- 
ployment hit  bottom  in  early  1991  and 
lias  edged  higher.  Inflation  is  sulxlued, 
and  mortgage  rates  ai'e  at  20-year  lows. 


According  to  DRi's  statistical  model, 
such  factoi's— plus  the  advantage  of  in- 
cumbency—indicate that  Bush  should 
win  by  a  54%  to  46%  margin.  "The  pvol)- 
lem,"  says  Brinner,  "is  that  the  public's 
view  of  the  economy  is  less  benign  than 
the  statistics  suggest."  One  measui-e  of 
this  gap  is  found  in  responses  to  the 
University  of  Michigan's  consumer-sui'- 
vey  question  regarding  news  that  people 
have  heard  about  the  economy.  Since 
19(55,  answers  to  this  (luestion  have  been 
closely  coi'related  with  measures  of  eco- 
nomic discomfort  tiased  on  such  statistics 
as  unemployment,  inflation,  and  moil- 
gage  rates.  But  in  recent  years,  the  per- 
cent saying  they  have  heard  bad  news 
has  moved  sharply  higher,  while  discom- 
foi"t  measures  have  not  (chart). 

As  Brinner  sees  it,  two  factors  are 
mainly  i'esponsil)le  for  this  discrepancy. 
One  is  a  shift  in  the  job  market  toward 
permanent  layoffs.  "Some  of  the  bad 
news  is  coming  from  employei's  who  tell 
their  work  forces  that  positions  have 
l)een  completely  eliminated."  The  sec- 
ond is  that  the  Northeast  and  California, 
the  centers  of  publishing  and  communi- 
cations, have  been  particularly  har'd  hit. 
"Media  people's  reports  are  inevitably 
affected  by  their-  own  experiences,"  says 
liJi'inner,  "and  this  time  they've  STiffered 
more  than  people  in  Middle  Amer'ica." 

Olwiously,  none  of  this  bodes  well  for 
the  col'.  But  if  Bi-inner  is  right  and  the 
economy  is  healthier  than  it  seems, 
there's  still  a  chance  that  the  polimetri- 
cians'  forecasts  of  a  Bush  victory  will 
prove  accurate.  After  all,  in  April,  1988, 
when  Bush  trailed  Governor  Michael  S. 
Dukakis  by  15%  in  the  polls,  the  T)i;i 
model  forecast  a  52.3%  Bush  win— close 
to  the  actual  5."5.9%  margin  of  victorv. 


...AND  SO,  APPARENTLY, 
DOES  THIS  KEY 
BUSINESS  INDICATOR 


One  statistic  that  seems  to  confii'm 
the  view  that  the  economy  is  still 
in  the  soTip  is  the  composite  index  of 
coincident  indicators.  In  five  of  the  past 
six  business  cycles,  this  index  touched 
bottom  in  the  very  month  that  was  later 
declared  the  I'ecession's  end,  and  in  the 
sixth  cycle,  it  was  off  by  only  a  month. 
This  time  around,  however,  the  index 
seemed  to  bottom  out  in  March,  1991, 
only  to  hit  a  new  low  at  the  start  of 
1992,  and  to  fall  even  further  in  August. 
All  of  which  implies  that  the  recession 
hasn't  ended. 

Not  to  won-y.  In  a  recent  issue  of  the 
Siirrei/  of  Current  Business,  the  Com- 
mei'ce  Dept.  claims  that  the  usual  meth- 
od of  calculating  the  coincident  index. 


which  tries  to  coi'rect  for  a  long-ti- 
upward  bias  in  its  components,  "hasli 
torted  its  recent  movements."  To  retii 
this,  Commerce  now  publishes  twc^ 
perimental  alternative  indexes.  T;- 
indicate  that  the  composite  hit  a  lo 
March,  1991,  and  is  now  well  above  a 
level— reinforcing  the  picture  of  a 
gish  but  intact  recovery. 


GUESS  WHO'S  STILL 
LEADER  OF 

THE  INDUSTRIAL  PACK 


Believe  it  or  not,  the  U.S.  lops, 
developed  world  in  current  ■j^n 
of  industrial  output.  Comparing  Ih.'  ■ 
formance  of  seven  major  economics 
the  latest  three  months,  ecoim 
James  R.  Solloway  of  Argus  Re^c 
Corp.  finds  that  the  U.S.  leads  the 
with  an  annualized  gain  of  2.1  v  • 
the  pi"evious  three  months.  Ccni 
comes  in  last  with  an  8.3%  drop.  ( 
the  past  year,  the  U.S.  is  still 
even  though  its  industrial  product  ii 
up  an  anemic  0.6%.  Industrial  oiiEpi 
every  other  nation  in  the  gi'oup  is  b 
its  year-ear'lier  level,  with  Germanv 
Japan  posting  year-over-year  dediiu 
2.9%.  and  6.1%  respectively. 


IMMIGRANTS,  TOURISM 
AND  EXPORTS  SPELL  I 
AN  UPTURN  FOR  ISRAEr 


While  most  advanced  economie,- 
struggling,  one  .small  indii.s 
nation  is  jjicking  up  steam.  Israel's  ( 
(miy,  which  .grew  at  a  5%  pace  ii  ; 
cent  years,  mainly  because  of  coi!  i 
tion  to  accommodate  500,000  Si 
immigrants,  now  seems  likely  to 
growth  of  6%  to  7%  in  1992. 

The  good  news  is  that  the  pick; 
being  fueled  by  a  sui'ge  in  exports-: 
ticularly  high-tech  items  and  chemic- 
and  record  tourism  receipts.  Base( 
fast-i"ising  tax  revenues,  Israel's  tax  i 
missioner,  Yoram  Gabby,  says  gros^ 
mestic  product  may  have  been  gi'o\! 
at  a  9%  clip  in  recent  months. 

That's  not  all.  Consumer  prices  i 
rising  at  a  9%  annual  r-ate,  half  nl 
year's  pace  and  the  lowest  in  2-">  \  i 
Despite  38%  unemployment  amm  rj, 
immigrants,  Israel's  overall  jobless 
has  slipped  from  11.5%  in  the  first  i 
ter  to  10.9%.  And  the  government's 
icit  is  i"unning  far  below  projection 
immi.gi-ation  has  slowed.  Indeed,  p'-r 
ita  CDP  is  growing  for  the  firsi 
since  the  Soviet  influx  exploded  in 
With  Neal  Sandler  in  'I  ' I  . 
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"Everything  that  could  go 
wrong  did... except  for 
Pitney  Bowes.  They  kept 
us  in  touch  with 
our  chents." 


"We  sell  decorative  fabrics 
and  wallpapers  to  interior 
designers  all  around  the 
country.  So  it's  essential 
that  we  stay  in  contact  with 
them  by  mail." 

"That's  why,  before  we 
moved  our  offices  from 
San  Francisco  to  Essex, 
Massachusetts,  we  called 
Pitney  Bowes  and  asked 
them  to  have  a  new  postage 
machine  ready  for  us." 

"The  day  we  arrived,  one 
of  the  first  people  at  our 
door  was  our  Pitney  Bowes 
representative.  And  by  the  end 
of  that  week,  we  had  our  new 
mailing  system  in  place." 

"Unfortunately,  that  was  all. 
Our  desks,  chairs  and  samples 
had  been  delayed  in  the  move. 
All  we  had  was  a  typewriter, 
a  customer  list  and  a  Pitney 
Bowes  mailing  machine." 

"Thanks  to  Pitney  Bowes, 
we  were  able  to  reach  our 
customers  by  mail. ..and 
keep  our  business  running 
during  a  very  trying  time." 

Al  Pitney  Bowes,  customer 
satisfaction  is  a  commitment 
that's  at  the  very  fiber  of 
our  l->usiness.  It  shapes  the 
attitudes  and  actions  of  our 
people.  And  it's  reflected 
in  the  quality  and  reliahility 
of  our  products.  What's 
more,  we  hack  it  up  with 
our  Customer  Satisfaction 
Guarantee-"  For  more 
information,  call  I-HOO- 
MR  BOWES  e.xt.  1234. 


Kathleen  Wick  Galacar 
Executive  Vice  President 
Galacar  &  Co. 
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"Dealing  with  Akzo  means  dealing  with  business  largest  chemical  companies.  We  much  pref< 

units  who  are  right  in  the  forefront  of  their  chosen  big  in  the  areas  we  choose.  Yes,  we  make  ac 

field.  So  it  may  surprise  you  that  we  haven't  the  tions.  But  never  just  to  grow  bigger.  Only  if| 

slightest  inclination  to  become  one  of  the  world's  value  to  our  existing  operations.  Yes,  we  pee 


■ket 


Akzo  is  one  of  the  world's  leading  companies  in  selected  areas  of  chemicals,  fibers,  coatings,  salt  and  health  care  products.  Somi 
people,  active  in  50  countries  around  the  world,  make  up  the  Akzo  workforce.  For  more  information,  write  or  call:  Akzo  Ami 
Corp.  Comm.  Dept./R2,  300  South  Riverside  Plaza,  Chicago,  II.  60606.  Phone  (3  1  2)  906-7500. 


Hans  van  Oosterom,  Executive  Vice  President  Strategic  Planning  Akzo: 


**I^D  HAVE  TO  GO     ^^^^         ^  ^  ^^^'^ 

Qfl  VE  ARC  UflTUnilT         ^'^^^^  '^^^^^  without  missing 

MISSINU  A  PUT  I    I  haven't  gone  off  the  deep  end. 

"I'm  just  making  a  point  about  the  unbelievably  high  qualit 
standards  that  Motorola  Cellular  sets  lor  itsell. 

"The  tact  is,  they're  among  the  highest  in  the  world. 

"And  since  Motorola  cellular  phones  are  made  so  well  it 
should  come  as  no  surprise  that  they're  the  world's  best  sellers,  d  Jj 
livering  the  kind  ot  customer  satisfaction  nobody  else  can  matchf 

"Motorola.  It's  an  American  com- 
pany setting  standards  of  quality 
the  whole  world  can  shoot  for, 

"Something  that  gets  a 
big  thumbs  up  from  me!' 


TO  HIT  THE 
QUAUTY  STAHDARDS 
MinOROU  SETS  FOR  ITS 
CELUILAR  PHONES." 


and  ^''otorola  are  trademarks  of  Motorola,  Inc  ,  ®  1992  Motorola.  Inc.  1-800-331-6456 


Mj  MOTOROLA 

Cellular  Telephonei 

Technology  that  can  take  i 
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k  merica's  job  machine  has  broken  down.  Until  it 
L  ,t>;ets  fixed,  the  economy  will  continue  to  muddle 
^through  the  1%  to  2%  range  of  growth  that  it  has 
mired  in  for  most  of  the  past  six  quarters.  Judging 
?  latest  report  from  the  labor  markets,  that  pattern 
'ly  to  continue  through  the  end  of  the  year, 
there  could  be  a  problem  brewing.  The  economy  is 
rously  weak  and  increasingly  susceptible  to  some  un- 
stable shock  that  could  freeze  consumer  spending 
irecipitate  another,  full-blown  recession.  Manufac- 
;  already  may  be  in  its  own  downturn,  the  victim  of 
foreign  economies,  generally  sluggish  domestic  de- 
,  and  especially  sharp  cuts  in  defense  spending. 

Barring  any  harmful  surpris- 
es, the  economy  has  a  good  foun- 
dation for  continued,  if  lackluster, 
growth.  Low  inflation,  low  inter- 
est rates,  faster  productivity 
growth,  and  rising  profit  mar- 
gins have  promoted  some  healing 
since  last  year.  That's  particu- 
larly true  for  corporate  financ- 
es. Household  balance  sheets  are 
also  improving,  although  very 
slowly. 

in  terms  of  job  growth,  the  economy  is  nowhere 
recovery  in  the  traditional  sense.  After  the  four 
)us  recessions,  jobs  in  private  industry  grew  in  the 

of  4%  to  7%  during  the  first  17  months  of  recovery. 
April,  1991,  when  the  economy  began  to  expaiifl,  ])ri- 
obs  have  not  grown  at  all  (chart).  In  fact,  employ- 
is  a  bit  below  where  it  was  17  months  ago.  And 

a  big  reason  why  the  economy  is  vulneralile. 

REAL  The  data  from  corporate  i)ayrolls  in  Sep- 
IWING  tember  give  no  hint  that  the  labor  mar- 
lELP  l^ets  are  improving.  Jobs  fell  by  57,()(.)() 
last  month  after  a  128,000  drop  in  Au- 
Only  49%  of  the  356  industries  surveyed  added 
?rs  last  month.  That  percentage  has  been  below 
ince  June,  meaning  that  most  companies  are  either 
dug  their  work  forces  or  holding  them  steady. 
5ummer-job  program  for  youths  lifted  the  payroll 
ers  in  July  and  August  but  pulled  them  down  when 
:"ogram  ended  in  September.  Adjusted  for  those  ef- 
on  government  payrolls,  private  employment  rose  a 
31,000  in  Septeml)er,  but  it  fell  a  stunning  203,0(X)  in 
it.  Monthly  declines  of  that  size  are  usually  seen  only 
5  recessions. 


An  especially  worrisome  sign  of  job-market  deterioration 
is  the  upsurge  in  weekly  jobless  claims.  New  claims  plus 
those  filed  under  the  Emergency  Unemployment  Com- 
pensation program  have  risen  steadily  for  five  consecutive 
weeks.  The  upward  bia?  caused  by  Hurricane  Andrew 
should  have  already  riui  its  course.  Except  for  an  August 
jump,  reflecting  temporary  plant  closings  at  General  Mo- 
tors Corp.,  the  four- week  average  of  claims  through  mid- 
September  is  the  highest  since  early  April. 

The  jobless  rate  dipped  fi'om  7.6%  to  7.5%  in  September, 
but  the  improvement  was  tarnished.  It  resulted  fi'om  a  big 
decline  in  the  labor  force,  not  because  more  people  found 
jobs.  The  number  of  discouraged  workers— those  who 
have  dropped  out  of  the  lalior  force  l^ecause  they  don't  ex- 
pect to  find  work— rose  last  quarter  to  1.15  million,  the 
highest  level  in  six  years. 

(SHORTER  The  biggest  job  losers  in  September  were 
HOURS,  two  areas  that  typically  give  a  recovery 
TALLER  much  of  its  lift:  construction  and  manufac- 

STOCKPILES  turing.  Builders  laid  off  21,000  workers 
last  month— 67,000  since  May.  And  manufacturers  have 
been  shedding  workers  since  early  1989,  primarily  the 
result  of  downsizing  to  enhance  productivity.  A  2(i,000 
decline  in  September  brought  the  total  losses  since  then  to 
1.4  million  jobs,  hut  the  latest  round  of  weakness  in  man- 
ufacturing is  Ijeginning  to  look  ominous. 

Until  recently,  manufacturers 
had  been  producing  more  by 
working  their  employees  longer 
hours.  But  since  May,  the  factory 
workweek  has  shrunk  from  41.3 
hours  to  41  hours  in  June,  July, 
and  August,  and  to  40.8  hours 
in  September.  Fewer  jol)S  and 
hours  last  month  prol)al)ly  mean 
that  industrial  production  fell  for 
the  second  consecutive  month  in 
September. 

Weakness  in  the  industrial  sector  was  also  evident  in 
the  purchasing  managers'  index.  It  fell  to  49%  in  Sejjtem- 
ber  fi-om  53.7%  in  August,  according  to  the  National  Asso- 
ciation of  Purchasing  Management  (chartl.  A  sustained 
reading  below  50%  means  that  manufacturing  is  in  reces- 
sion. The  trouble  spot  was  orders.  The  napm's  index  of 
new  orders  fell  below  50%  for  the  first  time  since  May, 
1991— a  bad  sign  for  the  immediate  future. 

Another  bad  sign  is  an  unwanted  backup  of  factory 
inventories.  Stock  levels  rose  by  0.5%  in  August,  the 
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largest  increase  in  almost  two  years.  Because  of  a  broad 
2.4%  drop  in  shipments,  the  ratio  of  stock  levels  to  sales 
jumped  sharply  in  August.  Inventories  looked  especially 
heavy  in  the  nondurable-goods  industries.  The  combination 
of  weak  new  orders,  a  shrinking  backlog  of  unfilled  orders, 
and  heavy  inventories  bodes  ill  for  future  gains  in  factory 
output  and  employment. 

HOURLY  A  slack  labor  market  is  not  only  a  prol)- 
PAY  LAGS  lem  for  those  searching  for  work  but  it 
BEHIHD  also  creates  downward  pressure  on  wage 
INFLATION  gains  for  those  still  holding  jobs.  Wage 
growth  is  likely  to  slow  further,  putting  a  drag  on  con- 
sumers' efforts  to  shore  up  their  finances. 

Average  hourly  pay  slipped  by  0.2%  in  September,  to 
$10.63.  All  of  the  loss  was  among  pay  for  service  employ- 
ees, especially  finance-industry  workers.  In  the  third 
quarter,  nonfarm  wages  advanced  by  just  2.4%  from  a 
year  ago— the  weakest  pace  since  mid- 1987  (chart). 

Household  earnings  are  rising 
slower  than  inflation,  which  is 
one  reason  why  consumers  are 
having  a  tough  time.  Consumer 
outlays  picked  up  in  the  third 
quarter,  but  retailers  could  face 
yet  another  poor  Christmas  sea- 
son if  shoppers  pull  back  this 
quarter. 

That's  especially  true  because 
gift-buying  consumers  are  un- 
likely to  reach  for  their  credit 
cards.  So,  any  spending  must  be  supported  by  a  pickup  in 
income  growth,  not  new  debt  accumulation.  This  shift 
away  from  plastic  is  a  big  reason  why  the  1990s  do  not  re- 
semble the  high-flying  1980s. 

The  latest  news  on  Household  America's  lialance  sheet 
shows  that  their  finances  are  improving— although  they 
still  have  a  long  way  to  go.  According  to  Federal  Reserve 
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data  released  on  Oct.  5,  household  net  worth  increased 
8.4%  in  1991,  to  $20.4  trillion.  That  reversed  a  declin  i 
wealth  in  1990— only  the  second  time  in  the  postwar -r 
that  wealth  has  fallen. 

Consumers  are  spiffing  up  both  sides  of  the  ledsi 
Assets  rose  7.8%  in  1991,  led  by  gains  in  long-term  s 
ities  and  corporate  equities.  In  1990,  assets  were  al 
flat,  mostly  because  of  losses  in  real  estate. 

On  the  credit  side,  consumers  sharply  cut  their  bori| 
ing.  Liabilities  rose  only  4.6%  last  year— compared  to 
11.7%  averaged  in  the  economic  expansion  of  the  1 
However,  the  ratio  of  liabilities  to  assets  remained  hi; 
ically  high,  so  further  improvement  is  needed 

In  fact,  the  balance-sheet 
cleanup  continues  in  1992.  Ac- 
cording to  the  Fed's  tracking  of 
financial  flows  in  the  economy, 
households  should  see  another 
increase  in  their  net  worth  this 
year  as  well  (chart).  Although 
the  pause  in  the  housing  market 
in  the  spring  suggests  that  the 
value  of  home-related  assets  may 
not  grow  as  quickly  as  it  did  in 
1991,  consumers  are  still  keep- 
ing their  debt  accumulation  to  a  minimum. 

In  particular,  installment  credit  is  in  a  steady  declim 
fell  by  $959  million  in  August— the  seventh  consecutive 
cline.  Installment  credit  now  stands  at  only  16.4%  of 
posable  income,  down  from  17.2%  a  year  ago.  And  co: 
mers  are  unlikely  to  use  their  credit  cards  until  t 
feel  more  comfortable  with  their  financial  future 

Clearly,  the  biggest  source  of  comfort  would  be  a  f 
up  in  hiring.  That  remains  the  key  to  the  economy's 
ture.  Indeed,  until  the  job  machine  is  purring  on  all  c; 
ders,  consumers  will  remain  hesitant  about  leading 
charge  toward  a  stronger  recovery— and  the  econc 
will  remain  easy  prey  to  any  unforeseen  surprises 
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THE  WEEK  AHEAD 


PRODUCER  PRICE  INDEX 


Wvdnvsduij,  (Jet.  U,  8:30  a. 
Producer  prices  for  finished  goods  likely 
I'ose  by  0.3%  in  Septemlier,  say  econo- 
mists surveyed  by  MMS  International,  a 
division  of  McGraw-Hill  Inc.  Prices  rose 
by  just  0.1%  in  l)0th  .July  and  August,  as 
inflation  remains  no  threat  at  the  pro- 
(hicer  level.  Ovei'  the  past  year,  whole- 
sale costs  have  risen  by  only  1.6%.  Ex- 
cluding food  and  enei'gy,  pi-ices  probably 
increased  0.2%  last  month,  after'  falling 
0.1%  in  August. 


RETAIL  SALES 


Wednesdoi/,  Oct.  U,  8:30  cum. 

Retail  sales  probably  advanced  by  0.3% 

in  Septemi)er,  reversing  a  0.5%  drop  in 


August.  Car  sales  edged  higher  last 
month,  after  a  dismal  August  perfor- 
mance. And  a  late  Labor  Day  helped 
back-to-school  shopping.  The  Johnson 
Redbook  Service,  which  surveys  depart- 
ment and  chain  stores,  projects  sales  at 
those  i-etailei's  i-ose  0..5%  last  month. 

CONSUMER  PRICE  INDEX  

Tliursdai/,  Oct.  15,  8:30  a.m. 
The  MMS  economists  expect  that  consu- 
mer prices  likely  inched  up  by  0.2%  in 
September,  after  a  0.3%  gain  in  August. 
Excluding  food  and  energy,  prices  prob- 
ably rose  0.3%  last  month,  on  top  of  a 
0.2%  increase  in  August.  The  core  rate 
of  inflation  is  at  its  lowest  pace  in  nine 
years,  thanks  to  the  sluggishness  of  con- 
sumer demand  and  slow  wage  growth. 


BUSINESS  INVENTORIES 


Thursday,  Oct.  1.5,  10  a.m. 
Inventories  held  at  factories,  whol< 
ei's,  and  retailei's  likely  increasec 
0.4%  in  August,  after  a  0.1%  rise  in 
Factories  have  already  reported  a  (  H 
gain  in  their  stock  levels.  Business  s  ^J- 
probalily  fell  1.5%  in  August,  after  ri 
0.8%  in  July. 

MERCHANDISE  TRADE  DEFICIT 


Fridat/,  Oct.  16,  8:30  a.m. 
The  trade  deficit  likely  narrowed  to 
billion  in  August,  say  the  mms  ec 
mists.  The  trade  gap  in  July  stooi 
$7.8  l)illion.  Exports,  which  fell  2.2' 
July,  are  expected  to  be  flat.  Importf 
0.6%  in  July,  likely  retreated  in  Aug 
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GM  IS  MEANER, 
BUT  HARDLY  LEANER 

AS  JACK  SMITH  TRIES  TO  HACK  THE  FAT,  SIGNS  OF  REVOLT  ARE  INCREASING 


When  the  restive  board  of  fal- 
tering General  Motors  Corp. 
last  April  installed  John  F. 
Smith  Jr.  as  the  company's  new  presi- 
dent, Smith  pretty  well  knew  he  faced 
one  of  the  knottiest  turnarounds  in  busi- 
ness today.  Yet  he  figured  to  whip  the 
world's  largest  carmaker  into  the  black 
this  year — a  remarkable  goal,  given  its 
disastrous  $4.5  billion  loss  in  1991. 

Six  months  later,  it's  clear  that  Smith 
isn't  going  to  make  the  mark.  Analysts, 
who  have  been  slashing  profit  projec- 
tions for  a  month,  now  figure  the  compa- 
ny will  lose  some  $870  million  this  year, 
on  sales  of  about  $115  billion.  CM  shares, 
trading  around  $30,  have  lost  a  third  of 
their  value  since  June.  Wall  Street,  says 
Alliance  Capital  Management  Corp.  auto 
analyst  Tim  Pettee,  is  telling  GM:  "It 
looks  like  you've  bitten  off  more  than 
you  can  chew." 

Indeed,   turning  CM  around 
will  be  a  heck  of  a  lot 


harder  than  Smith  had  counted  on.  For 
one  thing,  the  company's  cost  structure 
is  far  worse  than  anyone  had  figured:  A 
study  released  on  Oct.  5  showed  that  GM 
operates  at  a  $4  billion  annual  labor- 
cost — or  $795  per  car — disadvantage  to 
rival  Ford  Motor  Co. 
CRIPPLING  UNREST?  And  as  Smith  tries 
to  cut  the  fat,  signs  of  revolt  are  every- 
where. GM  has  been  hit  by  a  series  of 
recent  strikes  that  may  signal  crippling 
labor  unrest — ^just  as  the  company  gears 
up  to  renegotiate  its  United  Auto  Work- 
ers contracts  next  year.  Suppliers,  in- 
cluding such  heavy  hitters  as  Goodyear 
Tire  &  Rubber  Co.  and  Michelin,  have 
balked  at  demands  for  big  cuts  in  their 
prices.  Rockwell  International  Corp.  has 
walked  away  from  one  contract  alto- 
gether. Even  the  economy  has  proved  to 
be  a  thorn  in  Smith's  side:  Weak 
1  demand  forced  him  to  cut  Gm's 
planned  fourth-quarter  output 
by  27,000  units,  to  1.18  million. 


These  pummeling  blows  could  kE( 
Smith  off  stride.  A  round-faced  ex! 
five  whose  laid-back  manner  belies.v 
toughness.  Smith  has  built  a  strategy 
cost-cutting  and  bureaucracy-slashing 
a  model  he  used  during  the  late  198C  i 
turn  around  GM's  European  operaii 
This  time,  he  wants  to  cut  20,000  w$. 
collar  workers  from  GM's  bloated  i; 
reaucracy  by  the  end  of  1993.  By  Di 
he  wants  to  shutter  21  plants  and  lay), 
54,000  blue-collar  workers. 

So  far,  though,  Smith  has  yet  tofc 
off  a  soul — he  still  hopes  to  cut  emp 
ment  by  attrition  and  early  retiremtt 
And  just  one  of  the  noncore  busineit 
that  Smith  has  put  on  the  block  has  te 
sold.  Even  Smith's  top  lieutenant,  5) 
chasing  czar  J.  Ignacio  Lopez  de  Aro 
tua,  isn't  talking  as  tough  about  the  i 
ply  problem  as  before. 

Smith  has  had  some  impact  at  theto 
of  the  company.  "Generous  Motors"* 
der  Smith  has  eliminated  executive!i' 


and  perks,  frozen  salaries,  and 
back  health-care  benefits.  Smith 
s  following  through  on  plans  to 
H's  corporate  staff,  slashing  10,000 
13,500  employees.  "Today,  you 
hoot  a  cannon  through  the  14th 
"  where  the  executive  suites 
I  gm's  Detroit  headquarters,  says 
i  C.  Meyers,  a  management  con- 
t  and  former  American  Motors 


GM'S  PRODUCTIVITY  HAS  BARELY 
IMPROVED  SINCE  1989,  WHILE 

THAT  OF  DOMESTIC  RIVALS 
HAS  SOARED.  CAN  SMITH  FIND 
A  WAY  TO  CATCH  UP? 


lan. 

he  cuts  staff.  Smith  is  trying  hard 
st  gm's  hierarchical  and  fiefdom- 
;d  bureaucracy.  Smith  is  "the  first 
ever  met  in  GM  management  who 
;d  that  General  Motors  doesn't 
'  says  James  P.  Womack,  a  Massa- 
tts  Institute  of  Technology  auto 

To  help  change  that.  Smith  has 
)  the  North  American  Operations 
gy  Board — his  inner  circle.  It  in- 

newcomers  who  are  willing  to 
nge  assumptions  and  bash  bureau- 
There  are  some  members  from 
)ld  guard,  too.  Conspicuously  miss- 
om  the  makeover  is  GM  Chairman 
t  C.  Stempel.  Their  relationship 
ne,  but  not  close,"  one  consult- 
lys. 

new  guard's  most  aggressive 
er  may  be  Lopez,  who  has  become 
iary  in  Detroit  for  such  idiosyncra- 
is  his  fruit-and-liquids  "Warrior 
and  his  demand  that  aides  wear 
watches  on  the  wrong  wrist  until 
back  in  the  black.  He  initially  in- 
i  GM  suppliers  during  a  June  2 
ig  by  announcing  that  all  of  the 
my's  existing  supply  contracts 

be  put  up  for  "review." 

by  late  September,  Lopez  had 
led  his  tone.  Now,  he  denies  break- 
Kisting  contracts  but  says:  "If  a 


supplier  is  not  competitive,  he  will  re- 
ceive a  phone  call  from  us"  asking  for 
improvements.  To  help  them  adjust  to 
this  regime,  Lopez  has  persuaded  some 
parts  makers  to  let  him  send  manufac- 
turing SWAT  teams  into  their  factories. 
GM  has  completed  101  such  one-week  fac- 
tory visits  since  May,  Lopez  says,  which 
have  resulted  in  an  average  improve- 
ment of  627'  in  supplier  productivity. 
gm's  internal  parts  makers  are  subject 
to  the  same  scrutiny. 
NEW  LINE.  But  some  of  gm's  biggest  out- 
side suppliers,  including  major  tire- 
makers,  have  successfully  resisted  Lo- 
pez' demands  for  additional  price  cuts. 
Another  risk:  Suppliers  could  take  their 
best  new  technology  to  other  carmakers, 
or  hold  off  on  developing  components 
for  GM.  Ultimately,  warns  William  J. 
Fife  Jr.,  chairman  of  machine-tool  maker 
Giddings  &  Lewis  Inc.,  GM's  parts  quali- 
ty may  suffer  if  Lopez  forces  suppliers 
to  shave  their  prices  too  much. 

Quality  is  the  last  thing  that  Smith 
can  afford  to  sacrifice  as  he  struggles  to 
revamp  GM's  unimpressive  model  line. 
GM  has  no  decent-selling  minivans  or 
sports-utility  vehicles — two  of  the  auto 
market's  hottest  items.  To  fill  in  the 
gaps.  Smith  is  speeding  up  the  redesigns 


of  models  such  as  the  Chevy  Blazer 
sports-utility  vehicle  and  Chevy  Lumina, 
gm's  lagging  family  sedan.  Analysts  fig- 
ure Smith  also  will  dump  GM's  slow  sell- 
ers, including  the  Oldsmobile  98,  Buick 
Skylark,  and  Chevy  Caprice. 

Revamping  GM's  line  looks  easy  next 
to  the  headaches  that  Smith  faces  with 
the  UAW.  In  the  past  few  months,  UAW 
locals  called  costly  strikes  at  a  GM  parts 
factory  in  Lordstown,  Ohio,  and  at  a 
body  assembly  plant  in  Lansing,  Mich. 
On  Oct.  7,  the  union  authorized  a  strike 
by  a  local  representing  3,400  workers  at 
gm's  exterior-parts  plant  in  Anderson, 
Ind.  Such  a  strike  would  shut  down 
much  of  GM,  since  the  Anderson  plant 
makes  lights  for  virtually  all  CM  models. 
The  union  insists  that  the  walkouts  in- 
volve local  issues,  but  union  insiders  con- 
cede privately  that  the  strikes  are  a 
warning:  They  will  fight  hard  to  fore- 
stall job  losses. 

That  battle  could  be  a  doozy.  Accord- 
ing to  the  recent  study  by  manufactur- 
ing consultants  Harbour  &  Associates, 
gm's  productivity  has  barely  improved 
since  1989,  while  that  of  domestic  rivals 
has  soared.  The  study  found  GM  needs 
507  more  workers  to  assemble  a  car 
than  Ford  does.  If  Smith  has  a  prayer  of 
catching  up,  it  means  he  must  keep  his 
reforms  in  high  gear.  "I've  only  seen 
two  ways  of  changing  the  ways  compa- 
nies behave,"  says  Ralph  G.  Collelo, 
a  management  consultant  with  Arthur 
D.  Little  Inc.:  "Shock  effect  and  man- 
agement persistence."  Smith  has  tried 
the  first.  Now  he  needs  plenty  of  the 
second. 

By  Kathleen  Kerivin  <ntd  .lames  B. 
Treece  in  Detroit  and  Zaeliary  Sehiller  in 
Cleveland 
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WHO  WILL  RAISE  TAXES?  TRY  CLINTON,  BUSH,  AND  PEROT 


Americans  know  which  Presidential  candidate  will 
raise  their  taxes:  all  three.  But  maybe  the  public 
is  resigned  to  that  fate.  A  majority — 56% — now  say 
they'd  rather  have  the  federal  government  trim  the 
deficit  than  cut  taxes  for  the  middle  class.  That's  up 
from  48%  when  we  asked  the  same  question  almost 


a  year  ago.  And  they're  a  bit  more  willing  to  see  a  v< 
riety  of  tax  hikes,  ranging  from  higher  income  levies 
the  wealthy  to  more  gas  taxes.  Still,  Americans  arei: 
wild  about  Ross  Perot's  plans  to  raise  revenues — or| 
about  Perot:  58%  say  he's  just  on  an  ego  trip  and  , 
he'll  only  disrupt  the  race  for  the  White  House. 


1 
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MANAGING  THE  ECONOMY 

■  Which  one  of  the  following  statements  do  you  most  agree  with? 

The  Republican  Administration  has  done  a  good  job 
managing  the  economy  under  the  circumstances  and 
deserves  another  turn  at  the  wheel   13% 

The  Republican  Administration  has  done  a  rather  poor 

job  of  managing  the  economy,  but  the  Democrats 

would  be  even  worse   16% 

The  Republicans  have  done  a  poor  job  of  managing 

the  economy,  and  the  Democrats  might  do  better  30% 

The  Democrats  have  a  better  approach  to  managing 

the  economy,  and  they  should  get  their  turn  23% 

Neither  the  Republicans  nor  the  Democrats  have  a 

good  approach  to  managing  the  economy,  and 

independent  Ross  Perot  deserves  a  chance   13% 

Not  sure  5% 

THE  DEMOCRATS 

■  Which  of  the  following  statements  comes  closest  to  your  view  of 
the  Clinton-Gore  ticket? 

They  are  a  new  breed  of  Democrats  more  attuned  to 

economic  growth  and  the  concerns  of  the  middle  class  56% 

They  are  posing  as  champions  of  growth  and  the  middle 

class,  but  are  really  "tax  and  spend"  liberals  in  disguise  ...  39% 

Not  sure  5% 

THE  INDEPENDENT 

■  Which  of  the  following  comes  closer  to  your  view  of  indepen- 
dent candidate  Ross  Perot? 

He  has  entered  the  Presidential  campaign  because  he  is 

genuinely  concerned  about  the  issues  and  wants  to  see 

America  change  for  the  better  38% 

He  has  entered  the  Presidential  campaign  to  satisfy  his 

own  ego,  and  he  will  serve  only  to  disrupt  the  race  58% 

Not  sure  4% 

THE  DEFICIT  DILEMMA 

■  The  federal  deficit  has  now  risen  to  nearly  $300  billion  a  year, 
which  some  argue  con  hurt  the  economy.  But  some  economists 
also  believe  that  only  a  tax  cut  for  middle-income  families  will 
speed  economic  growth.  If  you  had  to  choose,  which  would  you 
favor  the  federal  government  doing — cutting  taxes  for  middle-in- 
come families  or  cutting  the  federal  deficit? 

Oct.  '92  Nov.'91 

Cut  taxes  for  middle-income  families    41%  49% 

Cut  the  federal  deficit   56%  48% 

Not  sure   3%  3% 


INCREASING  REVENUE 

■  If  there  were  no  other  way  to  cut  the  deficit  while  maintain! 
spending  on  programs  such  as  Social  Security,  would  you  be  w- 
ing  to  see  each  of  the  following,  or  not? 

Willing       Not  willing       Not  su 
Oct.    Nov.     Oct.    Nov.     Oct.  N 
'92      "91      '92      '91  '92 
An  increase  in  federal  income  tax  rates  for  married  couples 

with  annual  incomes  of  $125,000  or  more  

 80%    74%    19%    25%  1% 

An  increase  in  taxes  on  alcohol,  tobacco,  and  luxury  items  . 

 77%    73%    23%    26%  0% 

An  increase  in  the  tax  on  imported  oil  

 57%    52%    41%    45%  2% 

A  national  sales  tax  40%    38%    58%    60%  2% 

An  increase  in  everyone's  federal  income  taxes   

 40%    33%    59%    65%  1% 

An  increase  in  the  gasoline  tax  

 38%    32%    62%    68%  0% 
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THE  CANDIDATES  AND  TAXES 

■  If  George  Bush  is  reelected  President,  do  you  think  your  toxe 
will  go  up,  go  down,  or  stay  about  the  some? 

Go  up  61%      Go  down  1%     Stay  some  37%      Not  sure 

■  If  Bill  Clinton  is  elected  President,  do  you  think  your  taxes  will 
up,  go  down,  or  stay  about  the  same? 

Go  up  64%      Go  down  6%     Stay  same  29%      Not  sure 

■  If  Ross  Perot  is  elected  President,  do  you  think  your  taxes  will 
up,  go  down,  or  stay  about  the  same? 

Go  up  67%      Go  down  4%     Stay  some  22%      Not  sure  ; 


PEROT'S  REMEDIES 

■  I'm  going  to  read  you  a  number  of  steps  that  Ross  Perot  has  p 
posed,  which  he  says  will  help  reduce  the  federal  deficit.  For  e< 
statement,  tell  me  if  you  favor  or  oppose  it: 

Favor  Oppose  s 

Increasing  the  tax  on  Social  Security  income 
for  upper-income  recipients   58%.  .  .  .  40%. 

Increasing  the  top  tax  rote  from  31  %  to  33%    .  48%  50%. 

Eliminating  interest  deductions  on  mortgages 
bigger  than  $250,000    47%. . . .  50%. 

Increasing  the  tax  on  gasoline  by  50(^  per 

gallon,  phased  in  over  five  years  28% ....  72% .  ( 


I 


tea 


Edited  by  Mark  N.  Vamos 


surveys  of  1,248  adults  conducted  Oct.  2-4,  1992,  and  of  1,258  adul 
conducted  Nov.  13-18,  1 99 1 ,  for  BUSINESS  WEEK  by  Louis  Harris  &  Ass 
ciates  Inc.  Results  should  be  accurate  to  within  three  percentage  point! 
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ACE  IH  THE  HOLE 

R  THE  CALIFORNIA  

lero  of  the  Voyager  round-the-world  flight  could  land  in  Congress 


ack  in  1986,  it 
was  hard  to  miss 
'Dick  Rutan.  To- 
r   with  co-pilot 

Yeager,  Rutan 
1  the  globe  in  the 
y  Voyager  air- 
flying  for  nine 
without  stopping 
"ueling.  The  feat 
i  Rutan  in  the 
ness  Book  of 
i  Records  and 
im  a  trophy  from 
vfational  Air  & 
Museum.  But  af- 
sxchanging  his 
suit  for  a  politician's  pinstripes, 
nky,  54-year-o;d  former  Air  Force 
f  pilot  is  fighting  a  headwind  in  his 
mission:  to  unseat  one  of  the 

of  Representatives'  most  wily 
ors,  Science  Committee  Chairman 
e  E.  Brown  Jr.  of  California, 
matchup  pits  one  of  the  science 


HOT  SEAT: 
INCUMBENT 
BROWN  AND 
CHALLENGER 
RUTAN  (RIGHT) 


NVASION  OF  THE 
MBA  LIBERALS 


keter  Barnes's  slogan  might  be 
p"Reach  out  and  lobby  someone." 

On  Sept.  30,  the  president  of 
cing  Assets  Long  Distance,  a  San 
cisco-based  long-distance  discount 
ce,  got  many  of  his  50,000  sub- 
ers  to  campaign  for  allowing  abor- 
counseling  at  federally  funded 
s.  That  day,  20,000  letters  and 
;ards  from  Working  Assets  cus- 
rs  deluged  the  U.  S.  Senate.  Each 
c  contained  a  miniature 
hanger,  a  pro-choice  sym- 
"We  want  to  give  people 
opportunity  to  communi- 
in  the  same  timely  way 
lobbyists  do,"  he  says. 
ITERWEIGHT.  Barnes  and 
;ustomers  didn't  get  their 
but  this  new  breed  of  cor- 
te  arm-twisters  is  undaunt- 
rhey  hope  to  use  1960s- 
!  activism  as  a  savvy, 
3-style  marketing  gimmick, 
ial  awareness  is  the  life- 
fashion"  for  the  decade, 
Susie  Tompkins,  founder 


industry's  best  Democratic  friends  in 
Congress  against  one  of  its  genuine 
modern  heroes.  And  with  scarcely  a 
month  to  go  before  Election  Day,  the 
Republican  Party  is  rallying  behind  Ru- 
tan, sensing  that  after  28  years  in  Con- 
gress, the  72-year-old  Brown 
may  be  ripe  for  an  upset. 


"George  Brown  is  a  walking,  talking  ar- 
gument for  term  limits,"  says  onetime 
Presidential  candidate  Patrick  Buchan- 
an, who  has  been  stumping  for  Rutan  in 
San  Bernardino  County.  In  coming 
weeks,  such  GOP  luminaries  as  former 
President  Gerald  Ford,  Senate  Minority 
Leader  Bob  Dole,  and  actor  Charlton 
Heston  are  scheduled  to  follow  Buchan- 
an to  California's  42nd 
District,  60  miles  east 
of  Los  Angeles. 

The  race  offers  the 
GOP  a  rare  chance  to 
knock  off  a  powerful 
opponent.  Thanks  to  re- 
apportionment. Republi- 
can registration  in  the 
district  has  grown  to 
39%'  from  30%  two 
years  earlier.  Moreover, 
the  electorate's  disgust 
with  the  status  quo  is 
threatening  Brown,  an 
old-style  liberal  first 
elected  when  John  F. 
Kennedy  was  President. 


"If  the  reaction  is  'throw  out  the  incum- 
bents,' I'm  in  trouble,"  concedes  Brown, 
who  narrowly  defeated  a  longtime  coun- 
ty supervisor  two  years  ago. 

In  his  door-to-door  campaign,  Rutan 
tries  to  tap  voter  anger  by  blasting 
Brown  for  writing  more  than 
two  dozen  bad  checks  on  the 


of  Esprit  de  Corp.,  the  San 
Francisco  clothing  maker  and 
retailer. 

But  is  it  just  a  passing  fancy?  At 
least  70  corporate  executives  bet  it 
won't  be.  Such  companies  as  Working 
Assets,  Ben  &  Jerry's  Homemade,  Lo- 
tus Development,  Reebok,  and  Hasbro 
have  joined  a  group  formed  earlier  this 
year  called  Businesses  for  Social  Re- 
sponsibility, aimed  at  countering  the 
pinstriped  conservatism  of  other  busi- 
ness groups.  So  far,  BSR  has  lobbied 
unsuccessfully  to  get  Congress  to  cut 
funding  for  Vice-President  Dan 
Quayle's  Council  on  Competitiveness,  a 
darling  of  right-wingers.  BSR  has  yet  to 


WHERE  POLITICS 
IS  COMPANY  POLICY 


THE  BODY  SHOP  Purveyor  of  politically  correct  beauty  prod- 
ucts registers  voters  in  its  100  stores  nationwide 

ESPRIT  Clothing  retailer  is  registering  voters  in  17  of  it  stores 
across  the  U.S. 

MEMBERS  ONLY  Menswear  maker  is  devoting  its  $3.5  mil- 
lion fall  ad  budget  to  ads  encouraging  voter  registration 


WORKING  ASSETS  LONG  DISTANCE 

Long-distance  reseller  gives  subscribers  free  colls  to  lobby  for 
selected  issues,  such  as  abortion  choice.  Sponsored  mailing  to 
legislators  to  back  Freedom  of  Choice  Act.  Each  letter  includ- 
ed miniature  v/ire  coat  hanger 


pick  its  next  cause,  but  it's 
more  likely  to  push  for  environ- 
mental awareness  than,  say, 
trimming  dairy-price  supports  or  reduc- 
ing the  number  of  toy  commercials  on 
Saturday  morning  kids'  programs. 

Others  have  chosen  to  project  a  so- 
cially conscious  image  without  actually 
getting  entangled  in  controversy.  Nat- 
ural soap  and  shampoo  seller  The  Body 
Shop  Inc.  is  registering  voters  in  its 
stores,  as  is  Esprit.  And  menswear 
maker  Members  Only  has  devoted  its 
entire  fall  ad  budget  of  $3.5  million  to 
a  get-out-the-vote  campaign. 

The  bottom-line  benefit  of  all  these 
efforts  isn't  clear.  Working  Assets  and 
BSR  have  yet  to  score  a  lobby- 
ing victory.  And  while  activism 
might  get  free  publicity  for  Es- 
prit and  Members  Only,  others 
in  the  rag  trade  think  they 
know  what  really  catches  the 
public  eye.  As  retail  consultant 
Alan  G.  Millstein  notes,  "Calvin 
Klein  knows  that  the  most  im- 
portant marketing  tool  is  sex." 
It's  hard  to  top  topic  A,  but 
Barnes,  Tompkins  &  Co.  aim  to 
make  their  liberal  agenda  a 
close  second — even  as  they  try 
to  make  a  few  extra  bucks. 
By  Peter  Hong  in  Washington 


House  Bank  and  keeping  his  wife,  Mar- 
ta,  on  his  payroll.  And  he  blames  Brown 
for  the  district's  jobless  rate,  at  nearly 
117^  a  full  two  points  higher  than  the 
state  average.  "If  he's  such  a  great 
House  committee  chairman,"  asks  Ru- 
tan,  "what  has  he  done  to  bring  jobs  to 
his  own  area?" 

Brown  hasn't  been  totally  ineffective. 
Trained  as  a  physicist,  he  is  a  staunch 
proponent  of  solar  energy  and  space  ex- 
ploration and  was  the  key  mover  behind 
a  joint  venture  between  Lockheed  Corp. 
and  Japan  Airlines  to  convert  the  obso- 
lete Norton  Air  Force  Base  into  a  refur- 
bishing plant  for  747s.  But  another 
Brown  effort,  to  win  a  Commerce  Dept. 
manufacturing-technology  center  for  his 
constituents,  came  up  short  when  Com- 
merce chose  Torrance,  a  high-tech  center 
far  outside  the  42nd  district. 
CASH-POOR.  Whether  Dick  Rutan  can 
take  advantage  of  Brown's  apparent 
weaknesses  is  still  unclear.  After  his  rec- 
ord flight,  Rutan  went  into  business 
with  his  brother,  Bert,  designing  experi- 
mental aircraft.  He  was  recruited  into 
politics  by  Representative  David  Dreier 
(R-Calif.),  and  with  help  from  the  party's 
right  wing  he  beat  Brown's  1990  oppo- 
nent. Bob  Hammock,  in  the  June  prima- 
ry. Now,  running  a  probusiness  cam- 
paign, Rutan  is  pushing  for  accelerated 
depreciation  rules,  research  tax  credits, 
and  other  incentives  for  business  devel- 
opment. But  mostly  he  wants  to  reform 
Congress.  "How  can  these  guys  sit 
around  and  congratulate  themselves  on 
running  up  a  $4  trillion  deficit  without 
any  idea  of  how  to  get  out  of  it?"  he 
says.  "I  was  in  business,  and  when  we 
added  debt  we  had  a  plan  to  pay  for  it." 

Brown,  stuck  in  Washington  until  Oct. 
6,  when  the  House  adjourned,  has  at- 
tacked Rutan  as  a  hard-right  conser- 
vative who's  out  of  touch  with  the  dis- 
trict's needs.  Rutan's  biggest  problems 
are  financial:  With  aircraft  and  defense 
companies  unwilling  to  incur  Brown's 
wrath,  Rutan  has  had  a  tough  time  scar- 
ing up  campaign  funds.  He'll  be  able  to 
spend  only  about  half  the  $700,000 
Brown  has  budgeted  for  the  campaign. 

Rutan  needs  the  money  so  badly  that 
he's  taken  to  putting  the  touch  on  back- 
ers of  Ross  Perot  rather  than  the  dwin- 
dling ranks  of  GOP  diehards.  "It's  no  se- 
cret that  I  would  be  doing  better  with  a 
stronger  President  Bush,"  says  Rutan, 
mindful  of  Bush's  poor  prospects  in  the 
state.  But  for  all  Rutan  seems  to  have 
going  against  him,  he's  a  man  who 
knows  something  of  battling  adversity. 
And  when  the  votes  are  counted,  this 
race  could  be  as  tight  as  the  two-seater 
he  shared  with  Yeager  six  years  ago. 

Bi/  Ronald  Grover  in  San  Bernardino, 
Calif.,  ivitfi  John  Carey  in  Washington 
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MARRIOTT  UNIOADS 
SOME  BAGGAGE 


CFO  Bollenbach  cuts  loose  the  real  estate  arm,  and  bondholders  fui 


Stephen  F.  Bollenbach  is  fast  be- 
coming the  Cardiac  Kid  of  real  es- 
tate finance.  Back  in  1990,  he  went 
to  work  for  Donald  Trump  and  within 
two  years  engineered  a  massive  workout 
of  Trump's  free-falling  hotel  and  casino 
empire.  And  when  Bollenbach  last 
March  rejoined  a  struggling  Marriott 
Corp.  as  chief  financial  officer,  it  wasn't 
for  the  travel  perks.  "Given  his  reputa- 
tion as  a  financial  wizard,  everyone  was 
waiting  for  something  big  to  happen," 
says  Gerald  W.  Petitt,  president  of  rival 
Choice  Hotels  Interna- 
tional Inc. 

Bollenbach  ended  the 
suspense  on  Oct.  5, 
when  Marriott  an- 
nounced plans  to  spin 
off  its  profitable  man- 
agement business  from 
its  debt-drenched  real- 
estate  holdings.  The 
logic  is  simple:  By  carv- 
ing the  $9.1  billion  Mar- 
riott domain  into  two 
separate  companies, 
Marriott  frees  for  ex- 
pansion its  profitable 
hotel  and  food-service 
management  business- 
es, which  have  been 
constrained  by  crushing 
real  estate  debt.  "If 
we'd  taken  more  debt, 
we  would  have  been  un- 
der the  gun  even  more 
from  the  rating  agencies,"  says  Chair- 
man J.  W.  "Bill"  Marriott  Jr. 

Not  everyone  is  buying  the  rationale, 
though.  Bondholders  and  debt-rating 
agencies  are  concerned  about  the  real 
estate  arm's  ability  to  carry  its  weighty 
burden.  Those  worries  suggest  Bollen- 
bach faces  a  chilly  reception  the  next 
time  he  tries  to  sell  bonds. 
COMEUPPANCE.  Marriott's  woes  stem 
from  torrid  expansion  during  the  1980s' 
boom.  The  company  had  enjoyed  207f  av- 
erage profit  growth  by  building  hotels 
that  were  quickly  sold  off  to  investors. 
Marriott  not  only  booked  a  profit  on  the 
hotel  sale  but  also  retained  lucrative  con- 
tracts to  manage  them.  But  when  the 
credit  crunch  hit,  Marriott  was  stuck 
with  150  hotels  it  couldn't  unload. 

The  split  doesn't  mean  that  Marriott's 
hotel  portfolio  is  on  the  block.  "This  is 


MARRIOTT'S  HIGH-RISE 
IHTEREST  BILLS... 


'I 


not  a  liquidation,"  vows  Bollenbac 
who  will  serve  as  chief  of  the  real  e, 
arm.  Host  Marriott  Corp.  He  figure 
new  charge  will  generate  enough 
flow  to  service  its  debt.  And  he  eve: 
visions  of  tapping  the  credit  marke 
finance  more  hotel  purchases. 

Bollenbach  could  be  in  for  a  su: 
Marriott's  bondholders  are  fuming 
the  reorganization.  The  move  place; 
tually  all  of  Marriott's  $2.9  billion  in 
on  the  back  of  Host  Marriott,  whicji 
seen  collecting  revenues  of  $1.7  billijs 
year.  "It's  outragecjfe. 
says  Deborah  Pedei; 
a  portfolio  manage.. 
IDS  Financial  Ser\fe 
Inc.  "Bondholders  ' 
lied  to.  We  didn't  1^ 
we'd  be  making  re; 
tate  loans." 

Such  sentiments 
haunt  Bollenbach: 
Marriott  will  likely 
to  refinance  $250 
lion  in  notes  coming 
next  year.  Compo 
ing    Host  Marri( 
woes  is  the  lodgin: 
dustry's  severe  sh 
While  Marriott's 
pancy  rate  is  more 
757— above  the  61 
dustry  average — M 
spread  discounting 
hurt.  Marriott's  ov 
operating  income,  w 
should  total  $530  million  this  year, 
run  flat  since  the  mid-'80s. 

Prospects  are  brighter  for  the 
management  and  services  companj 
be  known  as  Marriott  International 
to  reflect  the  company's  ambitions  ( 
seas.  Bill  Marriott  also  hopes  to  cent 
expanding  the  $7.4  billion  unit  be; 
hotels  and  cafeterias  into  such  pre 
ing  areas  as  corporate  day  care  and 
janitorial  services.  Freed  from  $262 
lion  a  year  in  net  interest  expe 
(charts),  its  earnings  should  rise  sha 
No  wonder  stock  players  are  bid 
up  Marriott's  shares,  recently  to  nea 
The  applause  from  the  equity  tra 
will  grow  louder  if  Bollenbach  can 
around  Host  Marriott.  But  Bollenl 
should  just  hope  bondholders  don't 
him  anything  worse  than  a  Bronx  el 
By  Dean  Foust  in  Washin 
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)UCH  POTATOES  ON  A  BINGE 


DATA;  EliORONICS  INDUSTRY  ASSN.,  6W  ESTIMATE  "tST. 


MER  ELECTRONICS 


iCESSION,  HELL— 
r'S  BUY  ANOTHER  TV' 


199  for  a  27-mch  set,  dealers  and  makers  see  'profitless  prosperity' 


ob  Lund  is  worried  about  his  job. 
The  Chicago-area  computer  pro- 
grammer already  has  seen  dozens 
workers  laid  off  from  the  tele- 
switching-gear  factory  where  he 
.  Worse,  the  plant  is  set  to  close 
ear.  Not  surprisingly,  "I'm  not  go- 
it  and  buying  a  lot  of  things,"  he 
es.  Yet  in  early  October,  Lund 
I't  resist  picking  up  a  new  video- 
te  recorder  for  a  mere  $288 — load- 
,h  such  features  as  on-screen  pro- 
ning  and  stereo  sound.  "I've  been 
ig  one  for  a  while,"  he  says,  and 
irgain  price  "spurred  me  to  do 
King  about  it." 

d  had  plenty  of  company  in  the 
)ut  line.  While  worries  about  the 
sh  economy  have  persuaded  many 
Tiers  to  forgo  a  trip  to  Hawaii  or  a 
ur  coat,  shoppers  have  been  snap- 
ip  TVS,  VCRs,  camcorders,  and  oth- 
ctronic  items  at  a  dizzying  clip. 
1,  unit  sales  to  dealers  of  video 
:ts  since  May  have  surged  more 
5%  a  month  over  1991 's  tallies. 
U-HOMES.  If  the  robust  pace  con- 
through  the  fourth  quarter,  TV 
CR  sales  could  approach  or  even 
>s  records  set  during  the  1980s — a 
turnaround  from  the  big  declines 
I  during  the  past  two  years  (chart). 

are  beyond  brisk,"  says  Richard 
lulze,  chairman  of  Best  Buy  Co.  in 
apoiis,  a  91-store  consumer-elec- 


tronics chain.  "We  expect  the  holiday 
season  to  be  very,  very  strong." 

Some  of  the  uptick  comes  from  buyers 
who  can't  wait  to  pick  up  the  latest  in 
new  features  and  design.  France's 
Thomson  Consumer  Electronics  Inc.,  for 
instance,  expects  to  rack  up  record  unit 
sales  and  "substantially  improved  finan- 
cial performance"  in  1992,  says  Joseph 
P.  Clayton,  marketing  chief  for  the 
North  American  unit.  He  attributes  the 
surge  to  updated  styling — including  new 
big-screen  sets  that  sit  on  sleek  pedes- 
tals— and  easy-to-use  programming  con- 
trols in  Thomson's  RCA  and  GE  brands. 

Then,  there's  the  recession  mentality 
many  consumers  have  adopted:  Some 
buyers  say  if  they  have  to  give  up  din- 
ners out  and  expensive  vacations  in  fa- 
vor of  nights  at  home,  they'll  at  least 
invest  in  a  decent  TV.  Kurt  Miller  says 
he's  concerned  about  the  economy  and 
that  business  has  been  slow  at  his  land- 
scaping business.  Nonetheless,  he  and 
his  wife,  Mary,  who  have  two  young 


Consumers  figure  that 
if  they  have  to  give  up 

going  out,  they'll  at  least 
invest  in  a  decent  TV 


children,  just  replaced  their  eight-year- 
old  VCR  with  a  top-of-the-line  RCA  model. 
"It's  cheap  entertainment  for  the  kids," 
Mary  Miller  says. 

But  unfortunately  for  most  of  the 
$30  billion  consumer-electronics  indus- 
try, much  of  the  buying  binge  is  the 
result  of  an  old-fashioned  price  war. 
Take  27-inch  color  TVs.  At  this  time  last 
year,  they  sold  for  $599  to  $799.  Now, 
they  go  for  as  little  as  $399.  "All  we're 
doing  is  selling  a  lot  more  units  but  at 
lower  average  dollar  prices,"  says  Ger- 
ald M.  McCarthy,  senior  vice-president 
for  Zenith  Electronics  Corp.  Observes 
Gary  Shapiro,  vice-president  of  the  Elec- 
tronic Industries  Assn.:  "It's  profitless 
prosperity." 

And  there's  nothing  electronics  com- 
panies need  less  than  more  profitless  pe- 
riods. Few,  if  any,  manufacturers  were 
making  money  on  such  staples  as  TVs 
and  VCRs  before  this  latest  price  war. 
Now,  their  profit-and-loss  statements 
are  strained  even  more.  Figures  are 
hard  to  come  by,  since  nearly  all  big 
consumer-electronics  companies  are  for- 
eign-owned and  do  not  break  out  U.  S. 
results.  But  Zenith,  the  last  major  Amer- 
ican TV  maker,  lost  $43.8  million  during 
the  first  half  ol  1992  on  sales  of  $545.2 
million — a  5.77'  decline. 
CLOSING  SHOP.  Many  retailers  are  being 
hurt  by  the  profit  squeeze,  too.  Particu- 
larly hard  hit  are  department  stores  and 
mom-and-pop  outlets,  which  have  seen 
their  market  shares  erode  and  profits 
shrink.  The  pinch  has  forced  even  some 
of  the  biggest  retailers,  including  former 
No.  2  chain  Highland  Superstores  Inc., 
to  seek  Chapter  11  protection.  Others 
have  simply  closed  up  shop. 

Amid  the  tumult,  some  of  the  strong 
are  getting  stronger.  Circuit  City  Stores 
Inc.,  the  nation's  No.  1  electronics  chain, 
and  Best  Buy  are  picking  up  market 
share  as  other  specialty  retailers  re- 
trench. Best  Buy,  for  example,  opened 
eight  stores  in  greater  Chicago  in  Sep- 
tember— ^just  one  week  after  Highland 
pulled  out  of  the  market.  Mass  merchan- 
disers, led  by  Kmart,  Wal-Mart,  and  Tar- 
get, as  well  as  price  clubs,  are  pouring  it 
on  by  moving  tons  of  no-frills  consumer 
electronics  gear. 

Consumer  electronics  retailers  could 
be  in  for  a  further  sales  boost  during 
the  holidays,  thanks  to  two  new  audio 
products  due  to  hit  the  stores  this 
month:  Sony  Corp.'s  Mini  Disc  and  Phil- 
ips Electronics'  Digital  Compact  Cas- 
sette players.  But  thanks  to  the  fickle 
behavior  of  worried  consumers,  hardly 
anyone  in  the  business  is  willing  to  pre- 
dict that  the  electronics  buying  spree 
will  last  into  the  new  year.  For  now,  no 
one  is  disputing  one  fact:  Plunging 
prices  mean  that  buyers,  at  least,  are 
cleaning  up.  Just  ask  Bob  Lund. 

By  Lois  Therrien  in  Chicago 
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Commentary /by  Karen  Pennar 


A  LITTLE  INFLATION  COULD  JUMP-START  THE  ECONOMY 


U 


I  neniployinent  is  stuck  at  7.5%, 
factory  orders  are  falling,  pur- 
chasing managers  are  gloomy, 
consumers  are  depressed.  For  the 
fourth  year  in  a  row,  slow  growth  is 
verging  on  no  growth. 

What  this  economy  needs  is  some- 
thing that  economists  have  been  railing 
against  for  years,  something  that  poli- 
cymakers have  been  fighting  tooth  and 
nail  to  prevent,  something  that  we've 
all  learned  just  isn't  good  for  us.  What 
this  economy  needs  is — a  little  dose  of 
inflation. 

Even  just  the  threat  of  in- 
flation that  comes  with  strong 
demand  will  do.  Now  before 
you  turn  the  page  in  disgust 
at  the  musings  of  an  economic 
heretic,  ponder  this:  In  the 
1970s,  a  decade  when  inflation 
climbed  to  double  digits  in  the 
U.  S.,  growth  averaged  2.8'/?  a 
year.  True,  the  tail  end  of  the 
decade  brought  stagflation — 
slow  growth  accompanied  by 
rising  prices.  But  in  the  three 
years  from  1976  through  1978, 
inflation-adjusted  growth  was 
quite  strong,  averaging  4.7%, 
while  prices  rose  rapidly.  Even 
in  1978,  when  the  consumer 
price  index  jumped  to  9%,  real 
output  climbed  by  4.8%.  It's 
clear  why  growth  was  so 
strong:  Healthy  demand 
stokes  prices,  and  rising  prices 


in  turn  prompt  businesses  and  consum- 
ers to  build  and  buy  before  costs  climb 
still  further. 

To  beat  back  inflation,  growth  had  to 
be  slowed.  So  in  the  inflation-fighting 
1980s,  average  growth  slowed  to  2.6% 
a  year.  And  thus  far  in  the  sluggish 
1990s,  inflation  is  tame — but  growth, 
at  0.4%',  is  even  tamer. 
ASSET  PLUNGE.  This  is  not  a  brief  for 
galloping  inflation.  Everyone  knows 
about  the  cumulative  and  corrosive  ef- 
fect that  rising  prices  have  on  purchas- 
ing power,  financial  instruments,  and — 
perhaps  most  important — economic 
planning.  Everyone  knows  that  rapid 
inflation,  unchecked,  can  lead  to  hyper- 
inflation, which  paralyzes  economic  ac- 
tivity and  destabilizes  societies.  One 
need  only  recall  one  word:  Weimar. 

But  a  little  bit  of  price  pressure  is  a 
virtual  concomitant  of  economic  recov- 
ery. And  even  though  the  govern- 


ment's overall  statistics  say  that  the 
U.  S.  economy  is  in  recovery,  the  em- 
ployment, income,  and  industrial  pro- 
duction numbers  say  otherwise.  Nor  do 
the  price  indexes  tell  a  fair  story  about 
the  economy.  True,  inflation  has  not 
been  eradicated.  Consumer  prices  have 
risen  throughout  this  slump,  but  at  a 
declining  rate — inflation  slowed  to  3.5% 
over  the  past  year. 

But  the  value  of  assets  such  as  com- 
mercial and  residential  real  estate,  af- 
ter bubbling  up  in  the  1980s,  have 


plunged.  That  means  that  someone 
owning  a  home  that's  lost  15%  of  its 
value  over  the  past  couple  of  years  will 
either  take  a  loss  on  its  sale  or  sit  with 
an  unrealized  loss.  Either  way,  that 
person  is  likely  to  cut  back  on  spend- 
ing, figuring  he  or  she  isn't  quite  so 
well-off  as  before.  Clearly,  the  bubble 
of  rising  asset  values  had  to  burst — 
but  the  effects  may  be  deeper  and 
more  long-lasting  than  even  policymak- 
ers expected.  "People  just  aren't  focus- 
ing on  the  wealth  and  net-worth  effect 
of  lower  asset  values,"  says  Roger  Ku- 
barych,  economist  at  Henry  Kaufman 
&  Co. 

Obsessed  with  holding  the  line  on 
prices,  the  Federal  Reserve  has  pur- 
sued a  gradualist  course,  nudging 
rates  lower  ever  so  gently,  to  no  dis- 
cernible effect.  Short  rates  are  hover- 
ing below  3%,  while  long  rates  remain 
stuck  at  7.4%.  The  economy,  says  Neal 


M.  Soss,  chief  economist  at  First  Es- 
ton  Corp.,  appears  stuck  in  a  19<:i5- 
style  liquidity  trap,  in  which  peoit 
hang  on  to  cash,  fearful  that  liquicv 
will  not  be  as  ample  in  the  future.  E;iti- 
er  credit  is  thus  rendered  ineffectivtsi 
promoting  investment  and  growth.  ' 

So  how  to  set  loose  the  animal  spi::; 
that  John  Maynard  Keynes  wr 
about?  Nothing  in  the  private  seci 
seems  capable  of  moving  the  econo 
off  dead  center.  Businesses  and  c 
sumers  take  one  hesitant  step  forwa 
then  one  or  two  steps  ba- 
And  since  the  slowdown  n 
global,  exports  can't  pick  :p 
much  of  the  economic  slacl 

So  the  impetus  has  to  coie 
from  Washington — and  tV 
means  stimulus  that  is,  \- 
potentially  inflationary.  1 
Fed  could  be  more  aggres.'^ 
than  it  has  been,  but  in  puri 
ing  gradualism  it  has  alrea 
lost  the  chance  to  ease  bok! 
Stimulus   now   must  co 
largely  on  the  fiscal  side. 
STIRRING  THE  POT.   By  n(| 

most  mainstream  economii 
agree  that  such  stimulus  is 
quired  But  concern  about 
deficit-widening  and  inflati 
ary  consequences  of  stimuis 
is  prompting  many  to  sugg 
that  tax  credits  to  spur  h\ 
ness  investment,  for  exam) 
be  granted  only  temporar 
Yet  that  cautious  stance  may  ren 
fiscal  action  less  effective. 

It's  time  to  call  a  spade  a  spa 
Economic  stimulus  ultimately  is  in: 
tionary.  It  has  to  be,  to  get  the  € 
nomic  pot  stirring.  But  eventually, 
flation  should  be  restrained,  and  tb 
will  be  time  enough  for  the  Fed  to 
that  once  the  economy  has  begun 
revive.  Moreover,  worries  about  ris 
prices  may  be  overblown.  The  next 
cycle  isn't  likely  to  raise  prices  mark 
ly,  since  cutthroat  global  competit  ^i.^ 
has  restrained  price-hiking. 

To  date,  the  Fed  has  proved  thai 
can  move  gingerly — and  produce 
combination  of  slender  growth  and  1 
inflation.  If  Americans  want  to  do  I 
ter — and  the  polls  say  they  do — mi 
aggressive  action  and  rising  prices  ; 
almost  certainly  in  the  cards.  That  n 
not  be  as  terrible  a  prospect  as  so 
would  have  us  believe. 
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Always  a  Next  Step. 

WiOi  GUM  Communications  From  BT 


ith  every  forward  step 

into  the  world 
irketplace,  you  expect 
reater  success,  better 
utions.  Not  a  different 

set  of  problems. 
)0  you  look  for  a  global 
Tununlcations  partner 
0  has  been  there,  who 
as  managed  cultural, 
ipliance,  currency,  and 
inguage  issues.  One 
impany  who  makes  it 
11  happen,  while  you 
take  care  of  the 
business  at  hand. 

BT"  has  a  global 
presence  that  our 
npetition  can't  match, 
le  TYMNET"  Global 
work  (TGN),  with  die 
argest  market  share 
long  U.S.  value-added 
vorks,  supports  Global 
work  Services  (GNS") 
hat  reach  90%  of  the 
Id's  business  centers  in 
re  than  100  countries. 

Half  of  Europe's 
multinationals  use 

our  services. 

GNS  links  your 
temational  divisions, 
hen  we  monitor  and 
port  those  links  world- 
e,  bill  in  one  currency, 
id  offer  a  portfolio  of 
iplications — a  single- 
'endor  solution  that 
akes  your  life  easier 


Staying  Closer 


When  BT  is  there  for 
your  global  communi- 
cations program,  you  have 
a  consulting  partner  wholl 
help  plan  your  network. . . 
customize  and  simplify. . . 
make  sure  everything 
plugs  in  where  it  should 
at  locations  worldwide. 
If  you  want,  well  manage 
it  end-to-end. 
But  we  know  that 
paitnership  goes  beyond 
just  making  things  work. 
It  means  understanding 
your  business  strategies 
and  corporate  culture. . . 
tailoring  solutions  to  meet 
your  challenges,  matching 
our  global  technology  to 
your  local  needs.  Helping 
you  go  further  with  your 

business,  and  stay 
closer  to  your  customers. 

Before  you  take  the  next 
step,  call  1-800-872-7654 
(US)  or  1-800^74-7654 
( Canada)  for  more 
information  and  our  Going 
Further  Staying  Closer 
brochure. 

Global  Network  Services 
ExpressLANE" 
Frame  Relay 
Videoconferencing 
EDhNet® 
BT  Messaging  Services 
Electronic  Transaction 
Services 
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EN 


the    1  9  9  0's    called  f 


restructuring,  the  MANAGEMENT 


Federated  Department  Stores  didn't  sett 


for  ALTERATIONS,  they  complete 


REDESIGNED   the   BALANCE  SHEE 


During  1990,  in  the  midst  of  a  retailing 
irn,  department  stores  were  eollapsing 
ter  another.  But  when  Federated  ran 
Duble,  management  fought  back.  And 

I  an  unprecedented  turnaround. 
Armed  with  a  roster  of  some  of  the  most 
ious  names  in  retailing:  Bloomingdale's, 
m  and  Straus,  'i'he  Bon  Marche,  Bur- 
Jordan  Marsh,  Lazarus,  Rich's,  Gold- 

and  Stern's,  Federated's  management 
■estructuring.  Their  goal:  to  emerge  from 
ptcy  and  return  to  the  capital  markets. 
One  of  the  first  steps  was  to  turn  to 
n  Brothers,  for  sixty  years  Federated's 

II  counselor  and  business  ally. 

MAPPING  THE  BEST  ROUTE 
TO  MARKET 

Together  with  Lehman  Brothers,  Fed- 
s  management  concei\ed  and  imple- 
1  a  plan  with  two  objectives:  to  improve 
ng  performance  while  simultaneously 
ing  the  capital  structure. 
Federated  successfully  negotiated  a 
f  financial,  legal,  and  business  issues  in 
0  restore  revenues  while  convincing 
rs  of  its  long-term  v  iability.  In  February 


of  1992,  Federated  successfully  emerged 
from  C'hapter  11. 

Within  several  weeks,  Lehman  Broth- 
ers adv  ised  Federated  that  the  combination  of 
the  company's  new  capital  structure  and  cur- 
rent market  conditions  indicated  the  time  was 
right  for  a  return  to  the  ecjuity  market.  Feder- 
ated chose  Lehman  Brothers  to  lead  manage  an 
offering  of  over  40  million  shares,  which  gener- 
ated more  than  $500  million  in  new  equity  cap- 
ital. 'Fhe  largest  retail-  restructuring  in  history 
had  been  completed  in  record  time. 

CUSTOM-DESKiNED 
SOLUTIONS. 

Crucial  to  the  plan's  success  was  a  team 
that  combined  industry  expertise  with  market 
intelligence  and  distribution  strength. 

At  Lehman  Brothers,  we  serve  our  cli- 
ents by  draw  ing  upon  the  skills  of  individuals 
from  every  area  of  our  firm,  a  practice  w  hich 
ensures  that  our  clients  get  the  best  solution 
rather  than  the  solution  with  which  one  indi- 
vidual is  best  acquainted. 

If  your  company  has  a  problem  or 
opportunity  that  could  use  that  kind  of 
approach,  we'd  like  to  be  involved. 


Lehman  Brothers 


SOCIAL  ISSUES  I 


UNITED  THEY 


In  their  fall  drives,  local  United  Ways  are  dogged  by  the  national  scandal 


f-t^-f-v  r4444: 


PRESIDENT-TO-BE  CHAO:  "THE  OLD  WAY  OF  DOING  THINGS  HAS  GOT  TO  CHANGE" 


u 


The  United  Way  of  Essex  and  West 
Hudson  counties  in  New  Jersey 
long  has  been  a  lifeline  to  its  com- 
munities. Thanks  to  contributions  from 
such  local  employers  as  Prudential  In- 
surance Co.  and  Public  Service  Electric 
&  Gas  Co.,  the  charity  in  the  past  five 
years  has  pumped  $44  million  into  local 
day-care  centers,  job-training  programs, 
and  drug-abuse  clinics.  This  year, 
though,  the  United  Way  local  isn't  mak- 
ing any  promises.  "We're  worried,"  says 
one  employee.  "Certain  contributors  are 
already  lost." 

Eight  months  after  being  rocked  by 
scandal  over  extravagant  and  freewheel- 
ing management  at  the  charity's  nation- 
al trade  association,  United  Way  of 
America,  local  United 
Ways  are  still  trying 
to  pick  up  the  pieces. 
As  the  charity's  2,100 
members  forge  ahead 
with  their  big  au- 
tumn campaigns — 
which  run  from  Sep- 
tember through  De- 
cember— the  contro- 
versy still  dogs  them. 

It's  too  early  to  tell 
whether  America's 
corporate  and  individ- 
ual contributors  will 
match  the  $3.1  billion 
hey  gave  last  year. 
But  many  of  the  na-     a  MILLIONS  Of  DOLLARS 


30 


UNITED  WAY'S 
COSTLY  CRISIS 

CUMULATIVE  TOTAL  OF  PAID 
UNITED  WAY  MEMBER  DUES 


tion's  largest  United  Ways  have  reduced 
their  fund-raising  goals.  Most  say  the 
economy  is  to  blame  for  the  reductions. 
Others  point  to  the  scandal.  But  the  bot- 
tom line  is  brutal:  The  National  Commit- 
tee for  Responsive  Philanthropy  figures 
United  Way  could  see  contributions  drop 
by  as  much  as  10%  this  year.  "The  scan- 
dal has  tarred  and  feathered  United 
Way's  motherhood-and-apple-pie  image," 
says  Robert  0.  Bothwell,  executive  di- 
rector of  the  committee.  "Publicly, 
they're  being  optimistic,  but  really, 
they're  scared  as  hell." 
CULTURAL  CHANGE.  The  problems  are 
well  known  by  now.  Last  February, 
news  of  United  Way  of  America  Presi- 
dent William  Aramony's  annual  compen- 
sation package  of 
$463,000  hit  the  pa- 
pers. Aramony,  who 
resigned  on  Feb.  28, 
had  also  flown  first- 
class  and  routinely 
hired  friends  and  fam- 
ily to  fill  jobs  at  Unit- 
ed Way  affiliates. 

Since  then,  United 
Way  has  tried  to  re- 
store the  public  trust. 
In  August,  it  tapped 
Elaine  L.  Chao,  a  39- 
year-old  former  in- 
vestment banker  who 
served  as  Deputy  Sec- 
retary of  Transporta- 
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tion under  Samuel  K.  Skinner,  to  ike 
over  as  president.  Chao,  now  directi c 
the  Peace  Corps,  starts  in  Novenib*. 

Chao's  hiring,  the  expansion  of'tl 
United  Way  board  to  include  repne 
fives  from  local  United  Ways,  and  < 
financial  controls  have  helped  cairn  x 
five  local  organizations.  They  prottu 
the  national's  problems  by  holdinu;  u 
dues  payments  this  year  (chart) 
national  board  has  addressed  our 
cerns,"  says  B.  Richard  Berg,  sr 
vice-president  of  marketing  for  tlu' 
ed  Way  of  Greater  St.  Louis.  Cliao 
revenues  have  picked  up  since  she 
the  nod,  but  concedes:  "It's  going  to 
very  rough  couple  of  years.  The  old 
of  doing  things  has  got  to  change-, 
old-boy  network  and  the  whole  culti 
'NOT  us.'  Just  how  much  that  cu 
has  to  change  is  only  now  becoi 
clear.  Take  Ralph  Dickerson  Jr., 
president  of  the  United  Way  of  : 
York.  Until  recently,  he  maintain^ 
$4,700-a-month  apartment  on  Mai 
tan's  Upper  East  Side  and  had  a 
annual  membership  in  the  Mann 
Club,  a  luncheon  club  at  the  W'ah 
Astoria.  United  Way  paid  for  all  ( 
"That's  not  what  United  Way  st; 
for,"  Dickerson  now  admits. 

The  local  United  Way  in  Wasinn 
has  dealt  with  the  problems  by  lau: 
ing  an  aggressive  public-relations 
paign.  The  message  comes  in  the 
of  a  nine-minute  video  distributed  tj 
nors,  luncheons  between  CEOs  and 
United  Way  brass,  and  the  distrib^ 
of  10,000  fact  sheets  to  contribi 
Says  Burt  K.  Fischer,  1992  camj 
chairman  for  the  United  Way  of  the 
tional  Capital  Area:  "The  campaigj 
cuses  on,  'That's  not  us,  folks.' " 

Maybe  not,  but  the  scandal  | 
opened  Corporate  America's  door 
ternative  charities.  This  year,  for  e| 
pie.  Time  Warner,  Citibank,  and 
have  included  Earth  Share,  an  en\ 
mental  group,  as  an  option  in  g| 
through  payroll  deduction,  along 
United  Way.  "It's  shaping  up  to  be 
biggest  year  yet,"  says  Kalman 
Earth  Share's  executive  director, 
scandal  has  made  people  recognize  t 
are  other  charities  out  there." 

During  the  past  ten  years,  non-U: 
Way  charities  had  already  seen 
share  of  employee  payroll  contribu 
triple  from  3.5%  to  10%-,  providing 
million  in  1991.  The  uptick  isn't  em 
to  unseat  the  nation's  largest  chi 
But  for  the  first  time  in  memory, 
United  Way's  symbol — an  outstret 
hand — no  longer  looks  quite  so  stei 

By  Ron  Stodghill  II  in  New  York, 
Christina  Del  Valle  in  Washington, 
Sandler  in  Boston,  and  Lois  Therrit 
Chicago 


I  I 

I  -  ■  \  ■  ----- 

'When  the  > 
earthquake  hit, 
I  watched 
helplessly  as  niy 
poor  LaserJet  i 
went  crashing  to 
thefloor" 


\ 


-James  Cost,  Chief  of  Police,  Campbell,  CA 


'The  LaserJet  fell  frona  about 
four  feet,"  said  Police  Chief 
James  Cost,  recalling  the  dis- 
astrous San  Francisco  earth- 
quake. "I  assumed  we'd  have  to 
buy  another  one.  But  later,  my 
secretary  plugged  it  in  and 
printed  a  document.  It's  about 
the  only  thing  that  did  work 
that  day." 

Reliability  is  only  one  of  many 
reasons  more  people  use  HP 
LaserJet  printers  than  all  other 


laser  printers  combined.  Some 
people  cite  innovations  like 
Resolution  Enhancement  tech- 
nology, which  creates  sharper 
edges  and  better  overall  print 
quality  Or  genuine  PCL5 
printer  language.  Or  the  range 
of  options,  with  five  printers 
priced  fi-om  $1,249  to  $5,495.* 

lb  hear  what 
other  cus- 
tomers 
have  to 


say  about  HP  LaserJet  printers, 
call  1-800-752-0900,  Ext  2987 

for  a  free  video.  And  see  why 
so  many  people  have  an  un- 
shakable faith  in  HP  quality. 

HP  LaserJet  Printers. 


HEWLETT 
PACKARD 


Suggested  US  list  prices, 
c  1992  Hewlett-Packard  Company  PE12253 


PEOPLE  I 


FROM  WINGTIPS 
TO  WORK  BOOTS 


A  laid-off  executive  MBA  tries  a  stint  in  a  blue  collar 


You've  read  plenty  of  hard-luck 
tales  during  this  recession,  sto- 
ries of  out-of-work  managers  and 
executives  collecting  unemployment.  But 
you  can't  appreciate  just  how  bad  things 
can  get  until  you  meet  Amos  Crowley. 

Once  a  high-flying  group  vice-presi- 
dent with  perks  that  included  a  country 
club  membership  and  a  reserved  parking 
space,  he  found  himself  a  victim  of  the 
recession.  White,  male,  and  54  years  old, 
Crowley  was  unemployed  with  few  pros- 
pects for  work.  He  was  also  staring  at 
annual  tuition  bills  of  $36,000  for  two 
college-age  children. 

Desperate,  Crowley  did  what  few  of 
his  peers  would  ever  do:  He  traded  a 
suit  and  a  briefcase  for  a  hard  hat  and 
boots  as  a  New  York  City  construction 
worker.  The  former  executive,  who  once 
boasted  a  $1.5  million  stock  portfolio, 
walked  on  girders  26  stories  above  the 
streets  of  Manhattan  to  make  a  living. 
IN  A  BIND.  Even  to  get  that  job,  Crowley 
used  connections  forged  during  a  life- 
time moving  toward  the  upper  reaches 
of  Corporate  America.  In  June,  1991, 
Wilfred  A.  Mango,  an  old  friend  who  is 
chairman  of  George  A.  Fuller  Co.,  a  ma- 
jor New  York  construction  company, 
joined  him  for  lunch  at  Tre  Scalini,  a 
cozy  Italian  restaurant  in  midtown. 
Crowley  asked  if  he  had  any  openings, 
any  at  all. 


"No  one  knew  how  to 
treat  me.  Word  spread 
around  the  building: 
Was  I  a  spy?" 


AMOS  CROWLEY 


What  Crowley  had  in  mind  was  an 
executive  position,  but  Mango  had  just 
downsized  his  corporate  staff  and  had 
few  opportunities  to  offer — until  he  half- 
jokingly  suggested  that  Crowley  become 
a  laborer.  Six  feet,  one  inch  tall  and  235 
pounds,  Crowley  had  been  through  sub- 
marine school  in  the  U.  S.  Navy  and  was 
captain  of  the  wrestling  team  at  New 
York  University.  "Granted,  that  was  30 
years  ago,"  he  says,  "but  I  knew  I  could 
cope  with  difficult  situations." 

He  was  an  unlikely  laborer.  He  had 
learned  the  ins  and  outs  of  corporate  life 
at  Manufacturers  Hanover  Trust  Co., 
where  he  worked  for  a  decade  and  at 
one  time  was  employed  directly  under 
future  Chairman  John  McGillicuddy. 
Lured  by  a  headhunter,  the  New  York 
University  MBA  (juit  in  1979  to  join  Hart- 
ford National  Bank  as  a  group  vice-pres- 
ident with  six  VPs  reporting  to  him.  He 
left  that  job  in  1982  to  work  as  a  vice- 
president  at  a  series  of  money  manage- 


ment firms  that  either  consolicjed 
closed  up,  or  were  sold  out.  i 

Crowley's  interest  in  laborer's  ori 
astounded  his  friend.  "I  tried  to  disn 
age  him,"  says  Mango,  "but  yo  < 
things  for  your  friends."  By  t!ic  i 
lunch  was  over,  they  had  an  agrci'i. 
Mango  would  arrange  for  a  union  a 
and  a  job.  He  also  picked  up  the  tai 
was  like  the  last  meal  before  voil 
electrocuted,"  laughs  Crowley. 

Two  days  later,  he  reported  to  wo 
a  site  on  East  92nd  Street  in  Manli; 
an  official  member  of  Local  59  o 
Laborers'  International  Union  of  > 
America.  To  the  incredulous  stares  ( 
workers,  he  arrived  in  sneakers  a:, 
pair  of  business  suit  trousers.  "Xe 
knew  how  to  treat  me.  Word  s]' 
around  the  building:  Was  I  a  sp> 
COFFEE  BREAK.  But  Crov/ley  wei 
work,  carting  debris  to  dumpster  tr^: 
putting  up  scaffolding,  and  perfoi-tii 
minor  masonry  jobs.  At  the  end  of  a|ia 
he  stumbled  home  to  Forest  Hill; 
spent  he  could  barely  lift  himself  o 
a  chair.  Initially,  he  avoided  frienc 
was  embarrassed  by  it  at  first,"  he 
"But  hell,  it  was  $65,000  a  year." 

At  work,  his  fellow  laborers  vi 
him  as  an  oddity  and  a  curiosity, 
dubbed  him  "the  Professor."  Older 
nearing  retirement  sought  his  advi 
investments.  He  taught  at  least  20  \ 
ers  how  to  read  the  stock  tables  i: 
financial  pages.  They  asked  his  op 
on  the  economy.  "One  guy  asked 
'How  did  you  learn  to  speak  like  th; 

In  some  ways,  the  change  wa 
freshing:  "I  didn't  wonder  if  I  mad 
right  decisions  during  the  day,  if  I 
ed  my  people  properly.  When  I  lef 
site,  the  job  was  finished."  He  also 
exactly  where  he  stood:  "If  son 
doesn't  like  you,  you're  a  no-good  s( 
a-bitch.  There's  no  political  B.  S." 

But  he  also  discovered  constru 
work  to  be  every  bit  as  unstable  a 
on  a  shaky  corporate  ladder.  Wh( 
completed  work  at  a  site  in  July,  ( 
ley  was  laid  off  again.  Now  colle 
$300  a  week  in  unemployment  ben 
he's  searching  for  another  job — ba 
the  white-collar  world.  "I  don't  wa 
press  my  luck,"  says  Crowley.  "It's 
gerous  work,  and  I  can  make  a 
valuable  contribution  in  a  business 

Just  the  same,  he  fondly  recalls  I 
months  as  a  construction  worker 
the  corporate  world,  a  lot  of  thing 
intangible,"  he  says.  "There's  no 
left  after  you  do  a  presentation  or  g 
big  account.  All  my  life,  when  I 
those  buildings  I  worked  on,  I  kn 
helped  build  them.  I  was  a  very 
part  of  it,  but  it's  something  that  w 
there  for  a  couple  of  hundred  year 
Bj/  John  A.  Byrne  in  New 
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Tke  Glotal  Marketpl  ace. 
It's  No  Place  To  Go  It  Alone. 


what  you  need  is  an  expert  guide.  Someone  who  knows  the  place 
like  a  native.  With  nearly  00,000  people  in  over  100  countries,  from 
Eastern  Europe  to  the  Pacific  Rim,  we  're  at  your  side.  To  listen  to  your 
concerns.  To  deliver  timely,  workable  solutions.  Wherever  you  have 
opportunities  or  problems. 

We  're  one  of  the  world's  top  accounting,  Deloitte  & 

^t7.Y  and  consulting  firms.  Our  people  understand  Touche 
the  global  marketplace  because  our 

clients  have  to.  Accounting,  Tax  and  Consulting  Services 


W  e      Listen.      W  e  Deliver 

Deloitte  Toucke  Tohmatsu  International 
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UNKIND  CUTS 

Job  losses  in  the  defense  indus- 
try, say  the  pundits,  are  one  big 
reason  for  the  economy's  lethar- 
gy. But  how  bad  were  the  losses? 
Pretty  bad,  at  least  at  1 0  large 
U.S.  defense  contractors 

COMPANY   —J™L  PERCENT 
DECEM8£R'89  CURRENT*  CHANGE 


GENERAL  102,200  61,690  -40% 
DYNAMICS 


GE  41,000  29,600  -28 

AEROSPACE 


McDonnell  128,000  95,000  -26 

DOUGLAS 


GRUMMAN   28,900   21,600  -2S 


NORTHROP  41,000  35,000  -15 
RAYTHEON  77,600  66,400  -14 
LOCKHEED    82,500    aOOO  -14 


MARTIN  65,000  58,000  -11 
MARIEHA 


LOCKHEED    82,500    aOOO  -14 


UNITED  20V400  180,000  -11 
TECHNOLOGIES 


GM  HUGHES  66,600  66,200  -0.6 


'Net  of  acquisitions,  divestitures, 
layoffs,  and  jobs  lost  through  attrition 
DATA:  COMPANY  IIEPOIITS 


CONTINENTAL  AIRLINES' 
SUITORS  GROW  ARDENT 


►  Every  non-U.  S.  airline,  it 
seems,  wants  a  piece  of  an 
American  carrier.  But  tiiere 
aren't  many  U.  S.  outfits  up 
for  grabs  anymore.  One  prime 
catch,  Continental  Airlines,  is 
the  object  of  a  bidding  war 
that's  growing  ever  more 
frenzied.  On  Oct.  (i,  while  the 
airline  was  in  bankruptcy 
court  successfully  requesting 
an  extra  45  days  in  which  to 
file  a  reorganization  plan,  sev- 
eral suitors  increased  their  of- 
fers or  drew  in  new  investors. 

A  bidding  team  of  Air  Can- 
ada and  two  Texas  investors 
are  the  early  favorites  to  win 
Continental.  On  Oct.  6,  they 
raised  their  bid  to  $425  million 
from  $400  million.  Continental 
has  dubbed  the  group  a  "pre- 
ferred bidder." 

Scandinavian  Airlines  Sy.s- 
tem  also  plunged  in,  saying  it 
was  talking  with  "several" 
■  lidders  about  joining  in.  0th- 
tr  bidders,  including  a  Luft 
h,.nsa-Marvin  Davis  team,  an- 


expected  to  raise  their  offers 
soon.  Final  bids  are  due  on 
Nov.  2.  Continental  will  pick  a 
winner  by  Nov.  9. 

One  European  carrier  steer- 
ing clear  of  that  fracas  is 
British  Airways,  which  wants 
to  invest  $750  million  in  iJSAir. 
But  the  deal  faces  high  hur- 
dles. USAir's  machinists  struck 
the  airline  on  Oct.  5,  and 
U.  S. -British  talks  aimed  at 
setting  more  lenient  rules  for 
American  airlines  serving 
Britain  are  moving  at  a  gla- 
cial pace.  If  the  talks  fall 
apart,  so  could  ba's  bid. 


GETTING  HARD-NOSED 
WITH  MICROSOFT 


►  The  Federal  Trade  Commis- 
sion will  interview  several  Mi- 
crosoft executives  in  mid-Oc- 
tober, BirsiNESS  WEEK  has 
learned.  These  are  the  first 
FTC  interviews  of  Microsoft 
employees  since  the  agency 
began  its  two-year  probe  into 
alleged  "anticompetitive"  be- 
havior by  the  software  maker. 
A  source  close  to  Microsoft 
confirmed  the  meetings  but 
wouldn't  name  the  executives. 
The  interviews  indicate  the 
probe  is  coming  to  a  head. 

The  FTC  also  has  subpoe- 
naed confidential  sales  and 
market-share  data  from  the 
Software  Publishers  Assn. 
SPA  Executive  Director  Ken 
Wasch  says  he  couldn't  fully 
comply  because  the  raw  num- 
bers are  sent  by  the  software 
companies  directly  to  accoun- 


BRING  ALONG  A  SUN  LAMP— JUST  IN  CASE 


Has  Honda  finally  gone  off  the 
deep  end?  The  Japanese  car 
company  showed  up  at  the  Chi- 
cago boat  show  with  Sun  Fun, 
an  electric  canoe  powered  in 
part  by  a  solar-charged  battery. 
The  prototype  16-foot  craft 
weighs  a  hefty  220  pounds, 
thanks  largely  to  its  lead-zinc 
battery  and  electric  motor. 

This  is  an  improvement  over 
the  old  dugout  we  paddled  at 
summer  camp?  It's  tough  to  make  the  case  that  Honda's  \  i 
is  more  environmentally  friendly  than  canoes  propel  It  il: 
good  old-fashioned  muscle-power.  Speaking  of  muscles,  y  ; 
have  to  be  Arnold  Schwarzenegger  to  hoist  the  Sun  Fun  m 
the  roof  of  your  Civic  hatchback.  And  back-country  us 
definitely  out:  Wilderness  freaks  may  be  a  bit  obsessed, 
they're  not  crazy  enough  to  portage  the  ungainly  thing,  i<n 
ger  and  all,  from  one  body  of  water  to  another.  Besides.  (  li 
days  might  leave  you  up  a  creek  without,  well,  a  volt. 


tants  Arthur  Andersen.  The 
FTC  also  has  subpoenaed  Ar- 
thur Andersen.  Microsoft  has 
denied  any  wrongdoing. 


A  STEP  CLOSER  TO  THE 
MULTIMEDIA  HOME? 


►  Wiring  America's  homes  for 
video  banking,  learning, 
games,  and  health  care  is  an 
idea  that's  always  just  around 
the  corner.  Now,  though,  12 
companies  are  joining  to 
jump-start  investment  in  mul- 
timedia for  the  home.  The 
First  Cities  team,  announced 
on  Oct.  7  by  Microelectronics 
&  Computer  Technology 
Corp.,  the  high-tech  research 


ARE  YOU  QETTEROFPToCAV 
THAN  IWJ  WERE  1  YE  AR!;aso? 


consortium  based  in  Au| 
Tex.,  includes  Apple  Cor 
er,  Eastman  Kodak,  Corn 
North  American  Philips, 
West,  and  Southwestern 

They  plan  to  hook  up  IC 
homes  in  one  American 
by  1994  and  then  expan«| 
five  or  six  other  cities, 
expect  that  by  doing 
they'll  prime  the  pump  | 
multimedia  nationwide. 


CHINA  CRACKS  DOWM  i 
ON  MISLABELING 


►  Beijing  isn't  waiting  for 
outcome  of  a  case  in  w 
federal  prosecutors  indictc 
Chinese  government  comp 
and  its  New  York  subsid 
for  conspiring  to  evade  Ai 
ican  textile  quotas.  Chi 
Foreign  Trade  Ministry 
punishing  three  clothing  r 
ufacturers  who  falsely  lab 
as  "made  in  Panama"  L 
bound  goods  produced 
Guangdong  and  Tianjin  p 
inces.  Chinese  trade  offi( 
worry  that  the  mislabe 
case  has  undercut  their  { 
tion  in  talks  with  the  T 
over  greater  access  to 
nese  markets.  The  U.  S. 
threatened  to  impose  pro! 
tive  tariffs  on  $4  billion  W( 
of  imports  from  China  if 
talks  do  not  produce  an  ag 
ment  bv  Oct.  10. 
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You've  got  great  seats.  Because  this  is  a  Gold  Card  Event. 
With  reserved  tickets  just  for  Gold  Card  members.  For  concerts, 
plays,  and  sporting  events.  Sure  beats  standing  in  line. 


The  Gold  Card. 
The  American  Express  Gold  Card. 

Call  1-800-765-GOLD,  to  apply. 


This  way 
to  the  future. 


There's  been  no  shortage  of  clever  thinking  k  ^. 
devoted  to  making  PCs  easy  for  people  to  work  with.  I  [| 
It's  pretty  much  a  done  deal.  I  || 

So  someone  had  to  start  thinking  about  the  " 
next  level  of  PC  productivity.  | 

Someone  had  to  make  it  easy  for  PCs  to  work* 
with  each  other.  Someone  had  to  see  the  future,  i 
establish  standards  and  do  the  thinking  behind  the  j) 
first  PCs  with  integrated  LAN  connectivity.  j! 

That's  the  thinking  behind  the  Zseries.  It  |.t 
includes  a  comprehensive  range  of  price-competitiveij 
notebook  and  desktop  PCs  and  servers  that  have  :i 
built-in  networking  for  all  three  of  the  most  popular  ' 
network  operating  systems. 

Call  1-800-472-3699,  ext.  106  to  see  what 
our  way  of  thinking  is  all  about.  • 

It's  called  Thinking  Ahead. 
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(PUBLICAN  OVERBOARD! 

IE  BUSHIES  START  BAILING  OUT 


s  President  Hush's  campaio'n  bar^je  struggles  tu  stay 
i  afloat  in  troubled  waters,  Washington  is  beginning  to 
^hear  the  splash  of  Bushies  diving  ovei'board.  Ti'ue, 

are  weeks  to  go  in  the  campaign,  and  anything  could 
n  in  this  volatile  year.  But  with  odds  against  a  Bush  re- 
newing, many  of  an  estimated  2,500  Republican  political 
itees  are  deciding  to  swim  for  shore, 
publicans,  no  less  than  Democrats,  often  prefer  to  hang 
d  the  capital  after  their  party  is 
1  from  power.  But  plum  Washington 
for  all  but  a  few  top  officials  arc 
;.  With  Congress  virtually  certain  to 
n  in  Democratic  hands,  lol)l)ying  firms 
nd  themselves  with  a  surplus  of  Re- 
•ans.  Probable  GOP  Senate  losses- 
he  possibility  of  congressional  staff 
lext  year— dampen  employment  pros- 
on  Capitol  Hiil,  too. 
iservative  think  tanks,  a  traditional 
,  are  warning  candidates  not  to  get 
hopes  up.  "We  just  laid  off  five  peo- 
says  Christopher  C.  DeMuth,  presi- 
)f  the  American  Enterprise  Institute. 
;oing  to  be  difficult."  Adds  the  Heri- 
Foundation's  David  M.  Mason:  "The 
3  coming  in  here  are  really  gripping 
chairs.  There  may  be  an  assumption 
ve'i-e  taking  scads  of  Bush  officials,  but  we're  full." 
tiSH  BAKER?  Some  early-departing  Bush  officials  appear 

headed  for  handsome  jobs.  Former  Commerce  Under 
tary  J.  Michael  Farren,  currently  a  top  Bush  campaign 
will  join  Xerox  Corp.  after  the  election  as  vice-president 
ternal  affairs.  Constance  B.  Newman,  head  of  Bush's  Of- 
■  Personnel  Management  (0PM)  and  a  longtime  gop  loyal- 
ft  in  June  for  a  top  post  at  the  Smithsonian  Institution, 
lers  could  soon  join  the  exodus.  Despite  strong  denials  l>y 
ury,  other  well-placed  sources  say  Secretary  Nicholas  F. 
',  former  chairman  of  Dillon,  Read  &  Co.,  is  considering 


DEMUTH:  NO  ROOM  AT  THE  INSTITUTE 


joining  his  son  Christopher  and  longtime  aide  Hollis  S. 
McLoughlin  in  a  new  investment  gi'oup.  Treasury  also  contests 
the  claim  that  Olin  L.  Wethington,  an  assistant  secretary,  is  in 
the  running  to  head  the  Securities  Industry  Assn.  Bush  Dep- 
uty Campaign  Chairman  Clayton  K.  Yeutter  is  said  to  be 
weighing  positions  with  Eastman  Kodak  Co.  and  the  American 
International  Group  Inc.,  though  he  denies  it. 

Securities  &  Exchange  Commission  Chairman  Richard  C. 

Breeden  is  negotiating  with  Mobil  Corp. 
and  perhaps  with  Hogan  &  Hartson,  a 
Washington  law  firm.  Housing  Secretary 
Jack  F.  Kemp  is  all  but  guaranteed  a  job 
at  the  top  of  the  Heritage  Foundation,  a 
high-visiljility  sinecure  he  hopes  will  be  a 
good  launch-pad  for  a  1996  Presidential 
run.  And  GOP  circles  are  buzzing  with  rti- 
mors  that  baseball  owners  want  former 
Secretary  of  State  and  current  Bush  cam- 
paign czar  James  A.  Baker  III  to  trade 
his  pinstripe  suit  for  a  pinstrii)e  uniform- 
as  Commissioner  of  Baseball. 

So  much  for  the  stars.  For  lesser- 
knowns,  pickings  are  slim.  Says  one  GOP 
veteran:  "The  people  who  are  really  smart 
are  those  who  cut  their  deals  before  Elec- 
tion Day.  After  that,  who  wants  somebody 
who  was  a  deputy  do-nothing  under  Bush?" 


( )f  course,  some  aides  won't  bail  out.  They'll  try  the  Wash- 
ington trick  of  "burrowing."  Already,  the  OPM  has  been  deluged 
with  reports  that  political  appointees  are  trying  to  shift  into 
career  civil-service  posts.  Alas,  tough  rules— and  intense  scru- 
tiny from  Hill  Democrats— mean  that  few  will  succeed. 

As  for  those  who  depart  early,  even  that  ploy  has  its  risks. 
"If  you  are  interviewing  with  someliody  sympathetic  to  George 
Bush,  it  smacks  of  disloyalty,"  warns  Heritage's  Mason.  His  ad- 
vice? "Go  home  rather  than  hanging  around  Washington  hop- 
ing for  a  job.  You're  proliably  too  late  anyway." 

Bi/  Doin/ld.s  Hiirhrcclit.  iritli  Paul  Mcupiusson 
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othing  filled  the  closing  days  of 
the  102nd  Congress  with  as  much 
gue  as  the  tax  bill  that  would  cre- 
snterprise  zones,  which  President 
1  favors,  but  also  raise  about  $27 
)n  in  new  revenues  to  offset  its 
cuts.  Bush  is  under  pressure  to 
it  so  as  to  honor  his  new  pledge 
to  raise  taxes  "ever,  ever."  No  one 
le  White  House,  however,  is  rais- 
a  fuss  about  other  tax  hikes.  Bur- 
in the  comprehensive  energy  bill 
$2  billion  in  new  taxes— including 
er  excise  taxes  on  ozone-depleting 
nicals,  increased  withholding  on 
bling  winnings,  a  crackdown  on 


home  sellers  who  fail  to  report  income 
fi'om  interest  and  tax  refunds,  and  caps 
on  deductions  for  employee  parking 
perks  and  some  travel  expenses. 

TRADE  

The  maneuvering  has  started  for 
next  year's  congi'essional  considera- 
tion of  the  North  American  Free  Ti'ade 
Agreement.  House  Majority  Leader 
Richard  A.  Gephardt  (D-Mo.)  and  Rep- 
resentative Sander  M.  Levin  (D-Mich.) 
have  written  to  the  nation's  largest 
companies  seeking  information  on  cur- 
rent and  planned  investment  in  Mexi- 
co. They're  also  seeking  companies' 
wage  and  productivity  data  for  U.  S. 
and  Mexican  operations. 


CREDIT 


It's  wait-till-next-year  time  for  most 
baseball  teams— and  for  consumer 
advocates  seeking  tight  federal  regula- 
tion of  credit-reporting  services,  the 
leading  source  of  complaints  to  the 
Federal  Ti'ade  Commission.  Legislation 
to  bring  the  Fair  Credit  Reporting  Act 
of  1970  into  the  computer  age  was  sail- 
ing through  the  House  in  the  closing 
days  of  the  Congress.  Then,  lawmakers 
passed  an  amendment  to  end  all  state 
regulation  of  credit-reporting  services. 
Supporters,  not  wishing  to  lose  tough 
state  rules  where  they  exist,  rebelled, 
and  sponsor  Esteban  E.  Torres  (D- 
Calif.)  pulled  the  bill. 


nternational  Business 


GERMANY  I 


A  NEW  ECONOMIC  MIRACLE: 
lOWER  GERMAN  RATES? 

Many  expect  the  Bundesbank  to  ease  interest  rates  soon 

For  months,  news  from 
the  12th-floor  executivi' 
suite  of  the  Bundes- 
bank's headquarters  in  Frank- 
furt has  been  as  grim  as  the 
building's  concrete-and-glass 
facade.  Despite  faltering  Eu- 
ropean economies,  Germany's 
inflation-obsessed  central 
bankers  ratcheted  interest 
rates  higher  and  higher — un- 
til their  discount  rate  reached 
a  record  8.75'''. 

But  now,  the  bankers  seem 
to  be  on  the  verge  of  a  critical 
policy  shift,  one  that  could 
spark  a  European  recovery. 
In  an  Oct.  5  interview  with 
BUSINESS  WEEK,  Bundesbank 
board  member  and  chief  econ- 
omist Otmar  Issing  said  the 
bank  had  given  up  on  its  goal 
of  trying   to   hold  money 
growth,  now  running  at  9'/<, 
to  just  5.5%   this  year.   Issing,  like 
Bundesbank   President   Helmut  Schle- 
singer,  is  a  hard-money  conservative  and 
a  member  of  the  inner  council  of  five 
full-time  directors.  Issing  is  also  remark- 
ably upbeat  on  Germany's  battle  against 
inflation.  "The  treatment  is  not  yet  fin- 
ished," he  says.  "But  we  have  been  suc- 
cessful in  bringing  down  inflationary 
expectations." 

Many  European  money  mavens  now 
expect  the  Bundesbank  to  start  pushing 
money-market  rates  downward.  They  ex- 


pect the  bank  to  keep  shaving  rates  on 
short-term  money — now  at  8.9%.  They 
also  believe  a  benchmark  discount-rate 
cut  could  come  in  the  next  several 
weeks.  That  will  begin  a  series  of  moves 
that  could  lop  two  percentage  points  off 
German  rates,  taking  them  down  to  77' 
by  the  end  of  next  year.  "Once  [the 
Bundesbank]  starts,"  says  Lothar  Wen- 
iger,  financial-market  strategist  at  Salo- 
mon Brothers  in  Frankfurt,  "they  al- 
ways cut  pretty  aggressively." 

If  correct,  this  prognosis  would  be 


welcome  news,  especially  for  Eur 
whose  sinking  economies  have  been  1 
tied  by  the  need  to  match  high  Gen 
rates.  While  not  a  cure-all,  lower  #i 
man  rates  would  let  Britain's  b( 
guered  Prime  Minister  John  Major 
British  rates  without  sparking  ano 
disastrous  run  on  the  pound.  They  w 
also  give  French  President  Francois 
terrand's  unpopular  governmen 
chance  to  attack  double-digit  unem{ 
ment.  And  German  rate  cuts  would 
Washington  and  Tokyo  added  roon 


THE  VIEW  FROM  THE  BUNDESBANK 


Otmar  Issing,  chief  economist  and  a  director  at  the  Bundesbank,  talks  about  the  German  economy  and  monetary  policy: 

rangement  would  really  stress  the  EC,  perhaps  to  the  poii 
of  existence." 


ON  GROWTH 


"The  real  side  of  the  [German]  economy  has 
worsened.  We  are  in  a  fragile  situation." 


ON  MONEY  SUPPLY 


"We  openly  admit  that  we  won't  fulfill 
our  target  this  year.  That's  gone." 


ON  A"TWO-SPEED"  MONETARY  SYSTEM 


  "I  think  for  the  EC  as 

a  whole,  it  would  be  disastrous  to  say  to  various  countries, 
you  and  you  will  not  be  allowed  to  take  part.  This  kind  of  ar- 


ON  INFLATION 


"The  treatment  is  not  yet  finished,  but  we 
have  been  successful  in  bringing  down  inflationary  expect 
tions.  I'd  hke  to  stress  this  point." 


ON  EXPORTS 


"We're  in  a  situation  where  our  exports  are 
comparatively  weak.  Price  competitiveness  within  the  EC 


has  worsened  for  us." 
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tart  their  own  ecuiiomic  engines, 
recently  as  Sept.  14,  a  seemingly 
,itive  Bundesbank  responded  to  tlie 
ean  currency  crisis  with  a  measly 
cut  in  its  Lombard  rate.  But  now, 
US  to  have  taken  its  blindfold  off. 
ink  admits  that  high  interest  rates 
le  soaring  mark  are  squeezing  Ger- 
ulustry  and  making  its  exports  un- 
titive.  "We're  in  a  situation  where 
xports  are  comparatively  weak," 
ssing.  "We  have  to  fight  for  mar- 
are  even  more  than  before." 
change  of  mood  has  been  noticed 
iropean  bankers.  "Inflation  is  not 
0. 1  enemy,"  says  Alois  Bischofs- 
•,  chief  economist  at  Credit  Suisse, 
deflation,  recession,  even  depres- 
But  he  and  other  bankers  caution 
le  Bundesbank  is  a  stubborn  insti- 
and  will  not  want  to  look  as  if  it  is 
stampeded  by  political  pressure, 
ichofsberger,  that  means  the  Ger- 
are  unlikely  to  cut  rates  before  the 
ean  Community  meets  in  Britain 
fecial  Birmingham  summit  on  Oct. 
at  clear  prospects  of  such  cuts 
help  salvage  the  EC's  stalled  drive 
]  monetary  and  political  union. 
DY  HURTING.  There  are  powerful 
ives  for  the  Bundesbank  to  move 
Since  early  September,  the  mark 
sen  5.6%  against  other  EC  curren- 
squeezing  German  exports  and 
ny  profits  hard.  Because  half  of 
my's  economic  output  goes  into 
-s,  analysts  figure  that  1992  corpo- 
arnings  will  be  up  only  1%  over 
2ar.  Large  swaths  of  German  in- 
,  from  machinery  to  steel  to  chem- 
are  already  hurting.  Unless  some 
us  is  added,  the  overall  economy 
ot  grow  at  all  after  the  slim  1.5% 
h  projected  this  year.  Already, 
sr-Benz's  Mercedes  unit  says  it 
peed  up  a  planned  reduction  of 
workers,  and  steelmaker  Krupp  is 
off  1,500  employees.  "We  are  in  a 
!  situation,"  concedes  Issing. 
le  the  Bundesbank  still  worries 
high  wage  settlements,  the  flag- 
?conomy  is  starting  to  moderate 
demands.  Unions  at  money-losing 
msa  agreed  in  September  to  give 
raises  next  year.  The  high  mark  is 
slping  to  hold  inflation  to  an  annu- 
%  rate — improving  the  Bundes- 
mood.  Import  prices  are  down 

0  far  this  year. 

bank  has  already  done  some  mi- 
ite  cutting.  When  money-market 
rose  in  late  September,  it  pulled 

1  the  stops  to  push  them  down  to 
,gain.  That's  still  high — but  nearly 

percentage  point  below  the  late- 
er  peak.  And  it's  certainly  an 
face,  after  over  four  years  of  ris- 
tes. 

'oh?i  Templeman  and  Bill  Javetski  in 
furt 


ITALY  I 


ANTICOVERNMENT  DEMONSTRATION  IN  ROME:  ITALIAN  VOTERS  ARE  UP  IN  ARMS 


IF  THE  LIRA  COLLAPSES, 
ITALY  COULD  FOLLOW  SUIT 


The  country  is  suffering  its  worst  economic  turmoil  since  World  War  II 


As  the  lira  slumped  against  the  all- 
powerful  German  mark  early  this 
month,  wild  rumors  sped  around 
several  Italian  cities  that  the  govern- 
ment would  freeze  bank  deposits.  Not 
only  were  some  banks  in  central  Rome 
besieged  by  worried  depositors  but  also 
two  small  branches  inside  the  Italian 
Parliament  could  barely  keep  up  with  an 
unprecedented  wave  of  withdrawals.  "If 
they  are  panicking  in  Parliament,"  says 
one  Roman,  "we're  really  in  the  mud." 

From  London  to  Lisbon,  all  Europeans 
are  facing  uncertain 
times  as  the  rosy  vi- 
sion of  a  prosperous 
European  union  has 
been  put  on  hold.  But 
no  place  is  more  un- 
certain than  Italy, 
where  a  54-year-old 
Columbia  University 
Law  School  grad 
named  Giuliano  Ama- 
to  is  fighting  a  desperate  battle  as 
Prime  Minister  to  keep  a  battered  econo- 
my from  flying  apart.  Industrial  produc- 
tion is  plummeting,  while  business  confi- 
dence is  at  a  15-year  low.  By  Amato's 
own  admission,  Italy  is  passing  through 
its  most  dangerous  political  and  econom- 
ic turbulence  since  World  War  II.  "If  I 
fail  now,"  he  told  business  week  in  an 
interview  on  Oct.  6,  "I  do  not  know  what 
will  happen  to  my  country." 

Italy's  deep  crisis  is  also  becoming  a 
big  problem  for  the  rest  of  Europe.  'The 


The  very  umty 
of  Italy 
risks  being 
destroyed' 


depressed  lira,  which  floated  free  of  oth- 
er European  currencies  last  month,  is  a 
frontal  blow  to  French  and  German  com- 
panies that  compete  head-on  with  such 
Italian  giants  as  Fiat,  Olivetti,  and  Ben- 
etton. In  less  than  two  weeks,  for  exam- 
ple. Fiat  has  gained  a  potential  25%  price 
advantage  over  archrival  Volkswagen. 
And  the  price  for  correcting  that  differ- 
ential is  going  to  be  high:  On  Oct.  2, 
Amato  asked  the  European  Community 
for  up  to  $15  billion  in  standby  loan 
guarantees  to  help  the  lira. 

CRUCIAL  TIME.  If  Ama- 
to  fails,  the  lira  could 
collapse — and  the 
rest  of  Italy  along 
with  it.  In  the  rich 
industrial  heartland 
of  Northern  Italy, 
threats  of  a  tax 
revolt  are  already 
spreading  as  voters 
flock  in  droves  to  the 
Leghe,  regional  parties  that  advocate 
radically  reducing,  even  severing,  politi- 
cal and  economic  ties  with  Rome.  In  lo- 
cal elections  in  Mantua  in  early  October, 
two  Leghe  parties  walked  away  with  a 
stunning  42%-  of  the  vote.  "The  very  uni- 
ty of  Italy  risks  being  destroyed,"  warns 
Giovanni  Spadolini,  president  of  the  Ital- 
ian Senate  and  a  former  Prime  Minister. 

Can  Amato  begin  to  restore  confi- 
dence? The  next  few  weeks  will  be  cru- 
cial. His  strategy  hinges  on  getting 
quick  Parliamentary  approval  for  a 
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tough  1993  budget  and  a  series  of  struc- 
tural spending  cuts  that  are  unprece- 
dented in  postwar  Italian  history.  For 
example,  he  has  moved  swiftly  to  cut  to 
the  bone  some  of  Europe's  most  gener- 
ous pension  and  health  schemes.  Despite 
such  efforts,  next  year's  budget  deficit 
will  be  around  $130  billion  at  the  least — 
some  107'  of  gross  domestic  product. 
KICKBACKS.  Amato  has  a  couple  of  aces 
up  his  sleeve.  Although  Italy's  tradition- 
al ruling  parties  bristle  at  his  attempt  to 
restrain  pork-barrel  spending,  they  fear 
new  elections  even  more.  Voters  are 
primed  to  make  a  clean  sweep.  The  par- 
ties are  reeling  from  snowballing  corrup- 
tion investigations  that  have  thrown 
scores  of  politicians  and  businessmen 
into  jail  this  year.  Almost  every  day 


brings  fresh  arrests.  Most  recently,  8  of 
the  12  members  of  the  regional  govern- 
ment in  Abruzzi  were  jailed  on  charges 
of  receiving  kickbacks  on  $310  million  in 
aid  from  the  EC. 

The  threat  from  organized  labor  is 
less  than  it  seems.  Italy's  unions,  which 
helped  bring  Italian  industry  to  its  knees 
in  the  1970s,  are  now  weak  and  divided. 
Public  workers  did  stage  a  walkout  on 
Oct.  2,  and  the  three  largest  union  con- 
federations are  calling  for  a  nationwide 
general  strike  on  Oct.  13,  but  turnout  is 
likely  to  be  fairly  low.  With  unemploy- 
ment at  117(,  hanging  on  to  a  job  is  now- 
more  important  than  making  a  political 
point.  "With  the  recession,  I  have  to  rec- 
ognize that  Fiat  is  vulnerable,"  says 
Luigi  Mazzone,  an  official  of  FIOM,  Ita- 


ly's metalworkers'  union.  Fiat,  It£/'s 
largest  private  employer,  will  tempcir- 
ily  lay  off  31,000  workers  next  mon . 

"It's  hard  to  be  optimistic,  but  oi 
can't  exclude  the  possibility  that  Ar  t' 
will  make  it,"  says  Stefano  Micossi,  c> 
economist  at  Confindustria,  the  t'lii]  i 
ers'  federation.  Business  is  startin; 
rally  around  Amato.  The  slump  in  : 
lira's  value  will  fuel  inflation,  but  in 
trial  production  in  the  north  coiiM 
up  thanks  to  increased  exports.  "Ad 
that  the  possibility  that  the  Gerii; 
won't  be  able  to  stick  to  these  high  ii 
est  rates,"  says  Micossi,  "and  I  can  s 
strong  psychological  shift."  But  In- 
it's  over,  Amato  may  need  soin<'  < 
stronger  medicine  to  cure  Italy. 

Bi/  John  Rossant  ih  L 


A  TALK  WITH  ITALIAN  PRIME  MINISTER  AMATO 


1)1  the  )nidst  of  another  day  of 
political  turmoil  and  fierce  at- 
tacks on  Italy's  currency,  Ital- 
ian Prime  Mijtister  Giuliano 
Amato  paused  for  an  intervieiv 
with  BUSINESS  WEEK'S  Rome  Bu- 
reau Manager  John  Rossant. 
Puffing  on  Camel  Lights  in  his 
cavernous  Rome  office,  Amato 
talked  about  political  corrup- 
tion, Bundesbank  policy,  and 
his  plan  to  overhaul  spending. 

Q  The  lira  has  all  but  collapsed, 
there's  a  general  strike  next 
week,  and  political  parties  are 
paralyzed.  How  and  when  can 
you  restore  confidence? 

A  The  "how"  has  already  been 
decided:  to  introduce  significant  inno- 
vations in  areas  where  we  have  been 
spending  too  much  or  where  we  have 
failed  to  collect  enough  revenue.  This 
is  a  financial  package  of  $80  billion  in 
spending  cuts  and  revenue  increases — 
and  that's  significant.  It's  a  shock  be- 
cause it's  also  the  first  time  that  the 
Italians  have  realized  that  expendi- 
tures were  getting  out  of  hand. 

Perhaps  we're  late.  Not  even  our 
speed  may  be  enough  to  overcome  the 
gigantic  difficulties  coming  from  the 
turmoil  in  the  financial  and  monetary 
markets  in  Europe. 

Q  There  is  a  lot  of  criticism  that  your 
privatization  program  is  moving  too 
slowly.  Italy  still  has  the  largest  public 
sector  in  Europe. 

.4  This  is  something  I  really  don't  un- 
derstand. Do  you  remember  those 


American  advisers  who  went  to  Russia 
a  few  years  ago  telling  those  poor  peo- 
ple "go  fast,  privatize,  liberalize"? 
They  did,  and  it's  a  mess.  Of  course, 
Italy  is  not  the  Soviet  Union. . . .  But 
after  the  decision  to  privatize,  our  com- 
panies still  have  to  be  sold  to  the  mar- 
ket. It  takes  a  little  time.  I  only  became 
Prime  Minister  at  the  beginning  of 
July. 

Q  A  five-year  attempt  to  defend  the 
value  of  the  lira  failed  two  weeks  ago 
at  enormous  cost  to  official  reserves 
and  reputation.  Should  you  have  deval- 
ued earlier  and  should  the  Bundesbank 
have  been  more  accommodating? 

A  Well,  you  know,  when  you  devalue, 
it's  more  a  matter  of  image  than  of 
reserves,  because,  after  all,  reserves 
come  and  go.  After  a  fire,  trees  even- 
tually grow  back.  I  do  wonder  whether 


I  should  have  devalued  earlr 
Could  I  have  avoided  [the  curi' 
cy  crisis]  in  September?  N(;. 
had  the  French  referendum, 
then  there  was  the  problem 
sterling. 

The  Bundesbank  could  h 
been  more  accommodating, 
the  sense  that  it  could  h 
reduced  its  interest  rates  m 
significantly. 

Q  The  current  corruption  sc 
dais  have  revealed  extensive 
at  the  core  of  the  system, 
this  change? 

A  It  is  changing  already,  beca 
the  shock  over  the  scandals 
perhaps  more  significant  than 
devaluation  of  the  lira.  I  feel  that 
was  time  for  this  system  of  corrupt 
to  be  destroyed.  It  had  gone  beyc 
the  point  of  sustainability  because 
had  spread  so  much.  [Kickbacks] 
came  a  sort  of  tax  that  anybody  co 
be  called  to  pay,  even  to  the  small 
politicians  and  bureaucrats. 

Q  What  happens  if  you  fail  and  y( 
government  collapses? 

A  If  I  fail,  I  really  don't  know  w'. 
happens  to  this  country,  to  the  co) 
dence  that  it  needs  in  itself  and  to 
confidence  we  need  to  restore  with 
ternational  financial  markets.  I] 
fail — not  because  it's  me,  because 
could  be  anybody  else — it  would  b 
very  difficult  blow  for  the  country 
sustain.  And  it  would  be  a  blow 
Europe  as  a  whole,  because  Eur< 
needs  Italy. 
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The  difference  between  worldwide  and  worldwise 


What  difference  does  it  make  that  Lufthansa 
flies  to  more  countries  worldwide  than  any 
other  airline?  Or  that  every  60  seconds  a 
Lufthansa  plane  is  taking  off  for  yet  another  one 
of  our  182  destinations  around  the  world?  The 
point  is  that,  over  the  years,  every  expenence 
with  every  traveler  from  every  corner  of  the 
world  has  helped  us  to  understand  you.  We've 
grown  accustomed  to  differences  in  custom.  All 
the  better  to  help  you  feel  at  home  everywhere. 
And  that  makes  all  the  difference  in  the  world. 


A  passion  for  perfection.' 


Lufthansa 


For  more  information  and  reservations  call  1  ■800-645-3880  or 
see  your  Travel  Agent  Lufthansa  is  a  participant  in  the  mileage 
programs  of  United.  Delta  and  USAir 
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IBM'S  PC  COMEBACK 
COULD  BEGIN  IN  EUROPE 


New  products  and  a  new  strategy  may  be  the  keys  to  a  tiirnai"ound 


Fi 


lighting  fire 
with  fire  is  not 
the  buttoned- 
down  IBM  way,  but 
nobody  told  William 
E.  McCracken.  Soon 
after  the  fast-talking 
marketer  was  sent 
to  Paris  last  year  to 
run  IBM's  troubled 
European  personal- 
computer  business, 
he  counterattacked 
against  the  cheap 
Asian  clones  eating 
IBM's  lunch.  His 
weapon:  imported 
Asian  machines  to 
sell  under  a  non-IBM 
label.  The  new  Am- 
bra  line,  which  de- 
buted in  June,  raised 
more  than  a  few  Big 
Blue  eyebrows.  But 
McCracken  is  un- 
daunted. "Hanging 
on  to  the  things  we 
used  to  do  for  no 
good  reason  is  fool- 
ish," he  bristles. 

Now,  McCracken, 
49,  is  applying  that 
maxim  to  his  whole 
business  as  IBM  Eu- 
rope's general  manager  for  personal  sys- 
tems. On  Oct.  6,  he  launched  a  barrage 
of  67  new  PCs  under  IB.M's  own  brand. 
Analysts  say  the  machines,  mostly  made 
or  assembled  in  IBM's  Greenock  (Scot- 
land) plant,  are  the  best  chance  yet  to 
halt  the  five-year  decline  of  its  European 
PC  business.  Although  still  Europe's  top 
dog  in  PC  revenues,  totaling  about  $2.8 
l)illion  last  year,  profits  are  weak.  So  an 
upturn  in  Europe,  where  1991  PC  sales 
topped  those  in  the  U.  S.,  would  be  the 
first  sign  that  IBM  can  hold  its  own  in 
the  price  war  now  crippling  its  $7.2  bil- 
lion PC  business  worldwide. 
MULTIBRAND  STRATEGY.  McCracken's 
radical  restructuring  stems  from  IBM 
Chairman  John  F.  Akers'  unleashing  of 
ambitious  managers  last  year  to  make 
their  own  decisions.  Says  Jeffrey  J.  Lew- 
is, head  of  sales  for  retailer  Computer- 
Lund  Europe:  "Bill's  the  most  aggres- 
sive IBM  marketing  guy  anywhere  in  the 
world,  and  they've  a  lot  riding  on  him." 


McCRACKEN:  "THE  MOST  AGGRESSIVE  IBM  MARKETING  GUY' 


His  strategy  is  to  segment  the  PC  mar- 
ket for  the  first  time  at  IBM.  The  new 
approach,  which  is  also  being  tried  out 
this  fall  in  the  U.  S.,  aims  different 
brands  at  different  classes  of  customers 
through  separate  sales  channels.  In  Eu- 
rope, four  lines — PS/1,  Ambra,  Value 
Point,  and  PS/2 — range  from  a  $1,450 
PS/1  home  model  to  a  $5,700  PS/2  hub 
for  corporate  networks. 

McCracken  played  a  key  role  in  pio- 
neering this  multibrand 
strategy  after  moving  to 
Paris  in  April,  1991,  from 
the  U.  S.,  where  he  head- 
ed PC  distribution.  For 
starters,  he  pulled  control 
of  PC  marketing,  finance, 
and  distribution  from  dis- 
persed country  opera- 
tions into  a  single  Euro- 
pean unit — an  action  that 
foreshadowed  a  similar 
regrouping  last  month  in 
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the  U.  S.  Then,  he  began  pushing  I 
low-end  models  to  home  users  thnlj. 
mass  merchandisers  such  as  Frar^ 
FNAG.  IBM  swiftly  regained  market  si 
by  late  1991  (chart),  although  co 
tors'  price  cuts  made  new  inroads 
year.  Despite  that  setback,  Ar 
(N.  Y.)  headquarters  took  notice  and' 
adopted  the  brand  strategy  acrossi:i 
corporation.  i 
Now,  McCracken's  brand  manaf 
are  going  wild.  This  fall,  they  wil 
promote  IBM  home  PCs  with  EuroDi^ 
children's  entertainment  software 
TALKING  TOUGH.  But  the  most 
McCracken  initiative  is  Ambr 
up  the  28-person  operation  as  an  t 
pendent  "skunkworks"  near  London  k 
spring,  freeing  it  to  source  its  ^ 
parts,  farm  out  assembly,  and  choosi 
own  distributors.  Although  rival  ( i 
paq  Computer  Corp.  quickly  unde 
Ambra  prices,  sales  spurted  in  Sep  i 
ber  as  a  result  of  Ambra  price  cuts ! 
a  new  high-speed  line.  At  $979,  Ar 
boasts  one  of  the  cheapest  1 
equipped  machines  in  Europe.  "I  ex : 
IBM's  market  share  to  grow  significf ; 
over  t'ne  next  six  months,"  says  Coi ) 
terLand's  Lewis.  Ambra  chief  Gius  ; 
Giuliani  expects  to  sell  more  li-^ 
200,000  units  next  year,  which  a»: 
would  boost  IBM's  European  ma 
share  by  about  2%. 

McCracken  has  taken  lessons 
Ambra  to  market  his  higher-priced| 
chines.  Greenock  will  now  ship 
lines  directly  to  customers,  bypas 
country  warehouses  to  slash  distribij 
costs.  Other  moves  to  streamline 
keting,  technical  support,  and  warr^j 
costs  since  last  year  have  lowered 
operating  expenses  by  30%'.  Now, 
Cracken  says,  "we  won't  start  a  ] 
war,  but  if  the  competition  moves, 
meet  them  within  48  hours." 

That's  tough  talk  for  IBM.  But  r 
warn  that  its  cut-price  models  may 
nibalize  profits  of  the  premium  '. 
brand.  What's  more,  McCracke 
shooting  at  a  moving  target  as  com 
tors  get  more  efficient,  too.  Texas-b 
Dell  Computer  Corp.  expects  its  Eui 
an  operating  costs  to  drop  to  less 
10'a  of  sales  by  early  1993,  down  J 
23%  last  year,  as 
volume  rises.  "Just 
IBM  hoped  to  gain  ma 
share,  they're  goinj 
have  to  move  fast 
says    Martin  Sla^ 
Dell's  marketing  ' 
president.  That  sh 
keep  Bill  McCrackei 
the  hot  seat  for 
time  to  come. 

B//  Jo  until  an  B.  Li 
III  Pans 
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ORTRAITOFA  QUITTER 


A 

X  JLhout  six  years  aj^o,  I  decided  to  stop  smoking.  So  I  tried  cold  turkey.  But  soon,  my  wife  caught  me 
sneaking  cigarettes  out  the  hathroom  window. 

QUITE  FRANKLY,  I  NEVER  THOUGHT 
/  COULD  REALLY  QUIT  SMOKING. 

Then  my  doctor  suggested  Hahitrol™  Hahitrol  is  a  skin  patch,  availahle  only  hy  prescription  to  help  relieve 
nicotine  cravings.  When  used  as  part  ot  a  comprehensive  behavioral  smoking  cessation  program,  it's  been 
clinically  proven  to  increase  the  chances  ot  quitting  in  the  critical  tirst  three  months.  That's  when  nicotine 
withdrawal  symptoms  force  many  people  back  to  smoking. 

As  part  of  my  smoking  cessation  program,  I  attended  a  support  group  my  doctor  reci)mmended.  He  also 
gave  me  a  free  support  kit  with  tips  on  getting  through  the  rough  times.  And  an  audio  tape  for  relaxation 
and  motivation. 

Since  Hahitrol  contains  nicotine,  do  NOT  smoke  or  use  other  nicotine  containing  products  while  receiving 
Hahitrol  treatment.  If  you're  pregnant  or  nursing,  or  have  heart  disease,  be  sure  to  first  find  out  from  your  doctor 
all  the  ways  you  can  stop  smoking.  If  you're  taking  a  prescription  medicine  or  are  under  a  doctor's  care,  talk 
with  your  doctor  about  the  potential  risks  of  Hahitrol.  Hahitrol  shouldn't  be  used  for  more  than  three  months. 

If  you're  really  determined  to  quit,  ask  your  doctor  it  Hahitrol  as  part  of  a  comprehensi\  e  smoking  cessation 
program  is  right  for  you.  Or  call  1-800- YES-U-C  AN,  for  a  breichure  today. 

It  you're  tired  ot  quitting  and  failing,  Hahitrol  can  help  you  with  the  nicotine  craving  and  this  can  help  you  in 
your  program  to  quit  smoking.  After  that,  it's  up  to  you. 

YOmE  GOT  THE  WILL.  NOW  YOU  CAN  HA  VE  THE  POWER.  HflMtrOl 

(nicotine 

narmaceiiticais  tpansdermal 

jlClBA-GEIGYCofporakori  273-22860-B  OITOtflm^ 
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Habitroi" 

(nicotine  transdermal  system) 

Sy^emlc  delivery  ol  21 . 14.  or  7  mg/day  over  24  liours 

BRIEF  SUMMARY.  FOR  FUU  PRESCRIBING  INFORMATION  SEE  PACKAGE 
INSERT. 

INDICATIONS  AND  USAGE 

Hdbiiiul  Kesiinefii  is  indicaled  as  an  aid  lo  smoking  cessalion  lor  Ihe  leliel  ol  mco- 
iine  wilhdtawal  symploms  HatJitiol  liealmeiii  should  be  used  as  a  pail  ol  a  com- 
prehensive behavioral  smoking  cessalion  program 

I'll       Hjtniiol  syslems  lor  longer  lhan  3  monlhs  has  nol  been  sludied 
CONTRAINDICATIONS 

U,"  'M;;i'     ,>ms  IS  conlraindicaled  in  palienlswilhhypersensihvity  or  aller- 
gy lo  ri.Lulirie  or  lu  any  ol  Ihe  componenis  ol  Ihe  Iherapeulic  syslem 
WARNINGS 

Nicoline  Irom  any  source  can  be  loxic  and  addiclive  Smoking  causes  lung  cancer, 
heart  disease  emphysema  and  may  adversely  ailed  Ihe  lelus  and  Ihe  pregnani  woman 
For  any  smoker  wilh  or  wilhoul  concomilani  disease  or  pregnancy,  Ihe  risk  ol  nicoline 
repiacemeni  in  a  smoking  cessalion  program  should  be  weighed  agamsl  Ihe  hazard  ol 
conlinued  smoking  while  using  Habilrol  syslems  and  Ihe  likelihood  ol  achieving  ces- 
salion ol  smoking  wilhoul  nicoline  repiacemeni 
Pregnancy  Warning 

Tobacco  smoke  which  has  been  shown  lo  be  harmlul  lo  Ihe  lelus  conlains 
nicoline  hydrogen  cyanide  and  carbon  monoxide  Nicoline  has  been  shown  in 
animal  sludies  lo  cause  lelal  harm  II  is  Ihereloce  presumed  lhal  Habilrol  Ireal- 
ment  can  cause  lelal  harm  when  adminislered  lo  a  pregnani  woman  The  ellecl 
ol  nicoline  delivery  by  Habilrol  syslems  has  nol  been  examined  in  pregnancy 
Isee  PRECAUTIONS  Olher  Ellecis)  Theielore  pregnani  smokers  should  be 
encouraged  lo  allempi  cessalion  using  educalional  and  behavioral  inlerven- 
lions  belore  using  pharmacological  approaches  II  Habilrol  Iherapy  is  used 
during  pfegnancy,  or  il  Ihe  palieni  becomes  pregnani  while  using  Habilrol 
Irealmeni  Ihe  palieni  should  be  apprised  ol  Ihe  polenhal  hazard  lo  Ihe  lelus 
Safety  Note  Concerning  Children 

The  amounis  ol  nicoline  lhal  are  loleraled  by  adull  smokers  can  produce  symploms 
ol  poisoning  and  could  prove  lalal  il  Habilrol  syslems  are  applied  or  ingesled  by 
children  or  pels  Used  21  mg/day  syslems  conlain- about  60%  (32  mg)  ol  Iheir  im- 
lial  drug  conleni  Therelore  palienis  should  be  caulioned  lo  keep  bolh  used  and 
unused  Habilrol  syslems  out  ol  Ihe  reach  ol  children  and  pels 
PRECAUTIONS 
General 

Iiie  paiieni  should  be  urged  lo  slop  smoking  complelely  when  initialing  Habilrol 
Iherapy  (see  DOSAGE  AND  ADMINISTRATION)  Palrents  should  be  inlormed  that  it 
they  continue  lo  smoke  while  using  Habilrol  syslems  they  may  experience  adverse 
ettects  due  to  peak  nicotine  levels  higher  than  those  experienced  Irom  smoking 
alone  II  Ihere  is  a  clinically  signilicanl  increase  in  cardiovascular  or  other  etiecis 
aliributable  lo  mcoiine  Ihe  Habilrol  dose  should  be  reduced  or  Habilrol  Irealmeni 
discontinued  (see  WARNINGS!  Physicians  should  anticipate  lhal  concomitant 
medications  may  need  dosage  adiustmeni  (see  Drug  InteraclionsI 

The  use  ol  Habilrol  syslems  beyond  3  months  by  patients  who  stop  smoking 
should  be  discouraged  because  the  chronic  consumption  ol  nicotine  by  any  route 
can  be  harmlul  and  addicting 

Allergic  Heactions:\n  a  6-week  open-label  dermal  imlalion  and  sensitization 
study  ol  Habilrol  systems  22  ol  220  patients  exhibited  detmite  erythema  at  24 
hours  alter  application  Upon  rechallenge  3  patients  exhibited  mild-lo-moderate 
contact  allergy  Palrents  wilh  contact  sensitization  should  be  cautioned  that  a  sen  ■ 
ous  reaction  could  occur  Irom  exposure  lo  olher  nicotine-containing  products  or 
smoking  In  the  elticacy  trials  erythema  lollowing  system  removal  was  typically 
seen  m  about  17%  ol  patients  some  edema  in  4%  and  dropouts  due  lo  skin  reac- 
tions occurred  in  6%  ol  patients 

Patients  should  be  instructed  lo  promptly  discontinue  the  Habilrol  treatment 
and  contact  their  physicians  il  Ihey  experience  severe  or  persistent  local  skin  leac  - 
tions  at  Ihe  site  ol  application  (e  g  severe  erythema,  prurilus  or  edema)  or  a  gen  - 
eralized  skm  reaction  (e  g  urticaria  hives  or  generalized  rash) 
Skin  Disease:  HabiKol  syslems  are  usually  well  tolerated  by  patients  with  normal 
skin  but  may  be  irritating  lor  patients  with  some  skm  disorders  (atopic  or  eczema- 
lous  dermatitis) 

Canliotascular  or  Peripheral  Vascular  Diseases:  The  risks  ol  nicotine 

replacement  m  patients  with  certain  cardiovascular  and  peripheral  vascular  dis- 
eases should  be  weighed  against  the  benelits  ol  including  nicotine  replacement  m 
a  smoking  cessation  program  tor  them  Specilically  patients  wilh  coronary  heart 
disease  (history  ol  myocardial  intarction  and/oi  angina  peclons)  seiious  cardiac 
arrhythmias  or  vasospastic  diseases  (Buerger  s  disease  Prinzmelal  s  vatiant  angi  - 
na)  should  be  carelully  screened  and  evaluated  tKlore  nicotine  replacement  is  pre- 
scribed 

Tachycardia  occurring  in  association  with  the  use  ol  Habilrol  Ireatment  was 
reported  occasionally  It  serious  cardiovascular  symptoms  occur  with  Habilrol 
treatment  it  should  be  discontinued 

Habiliol  Irealmeni  should  generally  nol  be  used  in  patienis  during  Ihe  immedi- 
ate posl  -mvocardial  mlarclion  period  patients  with  serious  arrythmias  and 

'    •■      ■   ■     •  -'ing  angina  pectoris 
Renal  or  Hepatic  Insutlicienct:  The  pharmacokinetics  ol  nicotine  have  nol 

'"-.-:>;.,    m  patients  with  renal  or  hepatic  impairmenl 
However  given  mat  nicotine  is  extensively  metabolized  and  lhal  its  total  syslem 
cleaiance  is  dependent  on  liver  blood  How  some  inlluence  ol  hepatic  impairment 
on  drug  kinetics  (reduced  clearance)  should  be  anticipated  Only  severe  renal 
impairmenl  wpuld  be  expected  to  atfeci  the  clearance  ol  nicotine  or  ils  melabolites 
Irom  the  circulation  (See  CLINICAL  PHARMACOLOGY  Phatmacokinehcs) 
Endocrine  Diseases:  Habilrol  Irealmen'  should  be  used  with  caution  m 
•■"       "^roidism.  pheochiomocytoma  or  insulin-dependent  dia- 
:  auses  the  release  ol  catecholamines  by  Ihe  adrenal  medul- 

Peplic  Ulcer  Disease:  Nicotine  delays  healing  m  peptic  ulcer  disease  therelore 
Habilrol  Irealmeni  should  be  used  with  caution  in  patients  wilh  active  peptic  ulcers 
,jnd  only  when  the  benelits  ol  including  nicotine  replacement  in  a  smoking  cessa- 
I'on  program  outweigh  the  risks 

Acceleratei  Hypertension:  N\cobne  constitutes  a  risk  laclor  tor  development 
jt  matignant  hypertension  m  patients  with  accelerated  hypertension  therelore 
n.iDitrol  Irealmeni  should  be  used  with  caution  in  these  patients  and  only  when  the 
1/  i./Ms  ot  including  nicotine  replacement  in  a  smoking  cessation  program  oul- 
wei'iii  Itic  risks 
Inlurmation  for  Patients 

A  patient  insliuction  sheet  is  included  in  Ihe  package  ot  Habitiol  systems  dis- 
'pensed  to  the  palient  II  contains  important  intormation  and  insliuclions  on  how  to 
use  and  dispose  ol  Habilrol  syslems  properly  Palrenis  should  be  encouraged  lo 
ask  questions  ol  the  physician  and  pharmacist 

Patients  must  be  advised  to  keep  both  used  and  unused  s/slems  out  ol  the  reach  ot 


children  and  pets 
Drug  Interactions 

Smoking  cessalion  with  or  without  nicotine  replacement  may  alter  the  pharma- 
cokinetics ol  certain  concomitant  medications 
May  Require  a  Decrease  in 

Dgse  3t  Cessslion  ol  Smoking     Possible  Mechanism 

.»*:>.•  .j"t.:-c  Deinduclion  ol  hepatic 

imipramine,  oxazepam,  enzymes  pn  smoking 

pentazocine  propranolol,  cessation 
theophylline 


Insulin 


Increase  ot  subcutaneous 
insulin  absorption  with 
smoking  cessation 


Adrenergic  antagonists  Decrease  m  circulating 

(eg  prazosin  labetalol)  calechotamines with 

smoking  cessation 

May  Require  an  Increase  In 

Dose  at  Cessalion  ol  Smoking      Possible  Mechanism 

Aare,'r-fgi:;  jgocMs  Decrease  in  circulaling 

(eg  isoproterenol  catecholannines with 

phenylephrine)  smoking  cessation 

Carcinogenesis,  Mutagenesis,  Impairment  ot  Fertility 

Il  , ,  ,       v  jialory  animals  However 

!    '    3    '.  ■  -.  ■  :        :      ' ',^mors  in  the  cheek  pouch- 

es ol  hamsters  and  lorestomacn  ol  f  344  lals  respeilively  when  given  in  combina- 
tion with  tumor-iniliators  One  study  which  could  nol  be  replicated  suggested  lhal 
cotinine.  the  primary  metabolite  ol  nicotine  may  cause  lymphoreticular  sarcoma  in 
Ihe  large  intestine  in  rals 

Nicotine  and  cotinine  were  nol  mutagenic  in  Ihe  Ames  Silmonellj 
lest  Nicotine  induced  reparable  DNA  damage  in  an  f  coli  test  syslem  Nicotine 
was  shown  to  be  genotoxic  in  a  lest  syslem  using  Chinese  hamster  ovary  cells  In 
tats  and  rabbits  implantation  can  be  delayed  or  inhibited  by  reduction  rn  DNA  syn- 
Ih'r  :,,      i;  :  •    ■  !-  jused  by  nicotine  Studies  have  shown  a  decrease  in  litter 

.'  le  during  gestation 
Pregnancy  Category  D  isee  WARNINGS) 

The  harmtui  etiecIs  ot  cigarette  smoking  on  maternal  and  lelal  health  are  clearly 
established  These  include  low  birth  weight  an  increased  risk  ot  spontaneous 
abortion  and  increased  perinatal  mortality  The  specilic  eltects  ot  Habilrol  Ireal- 
meni on  lelal  development  are  unknown  Therelore  pregnani  smokers  should  be 
encouraged  to  attempt  cessation  using  educational  and  behavioral  interventions 
belore  using  pharmacological  approaches 

Spontaneous  abortion  during  nicotine  replacement  therapy  has  been  reported 
as  with  smoking  nicotine  as  a  contributing  laclor  cannot  be  excluded 

Habilrol  treatment  should  be  used  during  pregnancy  only  it  the  likelihood  ol 
smoking  cessation  luslilies  the  polential  risk  ol  use  ol  nicotine  replacement  by  Ihe 
patient  who  may  continue  lo  smoke 
Teratogenicity 

Animal  SMies:  Nicoline  was  shown  lo  produce  skeletal  abnormalities  in  the  otf- 

.  .      t  .v'icn  given  doses  toxic  lo  Ihe  dams  (25  mg/kg/day  IP  or  SO 
Human  Studies:  Nicotine  teratogen  icily  has  not  been  sludied  in  humans  except 
as  a  component  ol  cigarette  smoke  (each  cigarette  smoked  delivers  about  1  mg  ot 
nicotine)  It  has  nol  been  possible  lo  conclude  whether  cigarette  smoking  is  terato- 
genic to  humans 
Other  Effects 

Animal  Studies:  A  nicotine  bolus  (up  to  2  mg/kg)  lo  pregnani  rhesus  mon- 
.  ;  SIS  hypercarbia  and  hypotension  (lelal  and  maternal  con- 

ic '  ■  dOoul  20  times  those  achieved  alter  smoking  1  cigarette  in  5 

minuicsi  Felai  biealhing  movements  vvere  reduced  m  the  lelal  lamb  alter 
intravenous  injection  ol  0  25  mg/kg  nicotine  to  the  ewe  (equivaleni  lo  smok- 
ing 1  cigaietle  every  20  seconds  tor  5  minutes)  Uterine  blood  How  was 
reduced  about  30%  aller  inlusion  ol  0  1  mg/kg/min  nicotine  tor  20  minutes  to 
pregnani  rhesus  monkeys  (equivalent  to  smoking  about  6  cigarettes  every 
minute  lor  20  minutes) 

Human  Experience:  Cigarette  smoking  during  pregnancy  is  associated  with  an 
increased  risk  ol  sponlaneous  abortion  low-birth-weighl  inlanis  and  perinatal  mor- 
tality Nicotine  and  carbon  monoxide  ate  considered  Ihe  most  likely  mediators  ol 
these  outcomes  The  ettects  ol  cigarette  smoking  on  lelal  cardiovascular  parameters 
have  been  studied  near  term  Cigarettes  incieased  lelal  aortic  blood  How  and  heart 
:  ■:   -  ■ -J  uteiine  blood  How  and  lelal  breathing  movements  Habilrol 
■  «n  studied  in  pregnani  humans 
Labor  and  Delivery 

Habilrol  syslems  are  nol  recommended  lo  be  lett  on  during  labor  and  delivery  The 
ellecis  ot  nicotine  on  Ihe  mother  or  the  lelus  during  labor  are  unknown 
Nursing  Mothers 

Caution  should  be  exercised  when  Habilrol  therapy  is  administered  to 
nuising  women  The  salety  ot  Habitroi  treatment  in  nursing  inlants  has  nol 
been  examined  Nicotine  passes  Ireely  into  breast  milk  Ihe  milk-to-plasma 
ratip  averages  2  9  Nicotine  is  absorbed  orally  An  inlant  has  Ihe  ability  to 
clear  nicotine  by  hepatic  lirst-pass  clearance  however  Ihe  elticiency  ot 
removal  is  probably  lowest  at  birth  The  nicotine  concentrations  in  milk  can 
be  expected  to  be  lower  wilh  Habilrol  treatment  when  used  as  directed  than 
with  cigarette  smoking  as  maternal  plasma  nicotine  concentrations  are 
generally  reduced  with  nicotine  replacement  The  risk  ot  exposure  ot  Ihe 
inlant  lo  nicotine  tiom  Habilrol  systems  should  be  weighed  againsi  Ihe 
risks  associated  with  Ihe  inlani  s  exposure  lo  nicotine  Irom  conlinued 
smoking  by  the  mother  (passive  smoke  exposure  and  contamination  ol 
breast  milk  with  other  componenis  ot  tobacco  smoke)  and  Irom  Habitroi 
syslems  alone  or  in  combination  with  continued  smoking 
Pediatric  Use 

Habilrol  syslems  are  nol  recommended  lot  use  in  children  because  Ihe  salety  and 
etiecliveness  ot  Habitroi  treatment  in  children  and  adolescents  who  smoke  have  not 
been  evaluated 
Geriatric  Use 

Forty-eight  patients  over  Ihe  age  ot  60  participated  in  clinical  trials  ol  Habitroi  ther- 
apy Habilrol  therapy  appeared  lo  be  as  etteclive  in  this  age  group  as  in  younger 

srtiokers 

ADVERSE  REACTIONS 

Assessmieiil  ol  adverse  events  in  the  792  patients  who  participated  in  controlled 
clinical  trials  is  complicated  by  the  occurrence  ol  Gl  and  CNS  ettects  ol  nicotine 
withdrawal  as  well  as  nicotine  excess  The  actual  incidences  ol  bolh  are  conlound- 
ed  by  concurrent  smoking  by  many  ol  Ihe  patients  In  the  trials  when  reporting 
adverse  events  the  investigators  did  nol  attempt  to  identity  Ihe  cause  ol  Ihe  symp- 
lom 

Topical  Adverse  Events 

The  most  common  adverse  event  associated  with  topical  nicotine  is  a  short-lived 
erylhema  pruritus,  or  burning  at  Ihe  application  site  which  was  seen  at  least  once 


in  35%  ol  patients  on  Habitroi  Ireatment  m  the  clinical  trials  Local  erythema  alti 
syslem  removal  was  noted  at  least  once  in  1 7%  ol  palients  and  local  edema  in  4' 
Erylhema  generally  resolved  within  24  hours  Cutaneous  hypersensitivity  (conlar 
sensitization)  occurred  in  2%  ol  patients  on  Habilrol  treatment  (see  PRECAU- 
TIONS B'  ■  '■■■IIS) 
Probably  Causally  Related 

The  loihj/.:.  ,  ic  ve:  ,!■  events  were  reported  mote  trequently  in  Habilrol-lrealed  palient 
than  rn  placebo-lrealed  patients  ot  exhibited  a  dose  resppnse  in  cirnical  trials 
Digestive  syslem  -  Diarrhea'  dyspepsia' 
Mpulh/Tooth  disorders  -  Dry  mouth 
Musculoskeletal  system  -  Arthralgia',  myalgia' 
Nervous  syslem  -  Abnormal  dreamst  somnolencet 
Frequencies  tor  21  mg/day  system 
'Reported  m  3%  lo  9%  ot  palrents 
tRepoiled  m  i°..  to  3%.  ol  patients 
Unn,v-  '    si  patients 

'  Causal  Relationship  Unknown 

Adverst-.-  '  Hjciioi- and  placebo-treated  palrents  at  about  the 

same  Irequency  m  clinical  trials  are  lisled  below  The  clinical  signiticance  ot  Ihe 
association  between  Habilrol  lieatment  and  these  events  is  unknown  but  they  an 
repprted  as  alerting  intormation  lor  Ihe  clinician 
Body  as  a  whole  -  Allergyt,  back  paint 
Cardiovascular  system  -  Hypertensiont 
Digestive  syslem  -  Abdominal  painf  constipaliont  nausea'  vomiting 
Nervous  syslem  -  Dizziness'  concentration  impairedt  headache  (17°'o),  insomnia' 
Respiialory  syslem  -  Cough  increasedt  pharyngitist  sinusitist 
Urogenital  system  -  Dysmenorrhea' 
Frequencies  lor  21  mg/day  system 
'Reported  in  3%  to  9%  ol  patients 
tReported  in  1  %  to  3%  ol  patients 
Unmarked  it  reported  in  c  1%  ol  patients 
DRUG  ABUSE  AND  DEPENDENCE 

Habitroi  systems  are  likely  to  have  a  low  abuse  potential  based  on  ditfeiences  betwi 
it  and  cigarettes  in  lour  characteristics  commonly  considered  important  in  conlribut 
to  abuse  much  slower  absorption  much  smaller  lluciuations  in  blood  levels,  lower 
blood  levels  ot  nicotine  and  less  trequent  use  (i  e  once  daily) 

Dependence  on  nicotine  polacnlex  chewing  gum  replacement  therapy  has  bet 
reported  Such  dependence  might  also  occur  Irom  transleience  to  Habilrol  sysler 
ol  tobacco-based  nicotine  dependence  The  use  ol  the  system  beyond  3  months 
has  not  been  evaluated  and  should  be  discouraged 

To  minimize  Ihe  risk  ot  dependence  patients  should  be  encouraged  lo  withdraw 
gradually  Irom  Habilrol  Irealmeni  alter  4  to  8  weeks  ol  usage  Recommended  dose 
reduction  IS  10  progressively  decrease  the  dose  eveiy  2  to  4  weeks  Isee  DOSAGE  Al 
ADMINISTRATION) 
OVERDOSAGE 

The  ettects  ol  applying  several  Habilrol  systems  simultaneously  or  ot  swallow 
ing  Habilrol  systems  are  unknown  ( see  WARNINGS  Salety  Note  Concerning 
Children) 

The  oral  LD,,  lor  nicotine  in  rodents  varies  with  species  but  is  in  excess  ot  2- 
mg/kg  death  is  due  lo  respiratory  paralysis  The  oral  minimum  lethal  dose  ot  nii 
tine  in  dogs  is  giealei  than  5  mg/kg  The  oral  minimum  acute  lethal  dose  lot  nic 
tine  in  human  adults  is  (eppiled  tp  be  40  to  60  mg  u  1  mg/kg) 

Two  or  three  Habilrol  30  cm-'  systems  in  capsules  ted  to  dogs  weighing  8-1 7 
were  emetic  but  did  not  produce  any  other  sigmlicant  clinical  signs  The  admini 
Iralion  ot  these  patches  corresponds  lo  about  6-17  mg/kg  ol  nicotine 

Signs  and  symploms  ol  an  overdose  ol  Habilrol  systems  would  be  expec 
lo  be  the  same  as  those  ot  acute  nicotine  poisoning  including  pallor  cold 
sweat  nausea  salivation  vomiting,  abdominal  pain  diarrhea  headache,  diz 
ness  disturbed  hearing  and  vision  tremor,  mental  contusion  and  weakness 
Prostration  hypotension  and  respiratory  tailure  may  ensue  with  large  over- 
doses Lethal  doses  produce  convulsions  quickly  and  deatn  tollows  as  a  res 
ot  peripheral  or  central  respiratory  paralysis  or  less  Ireguently  cardiac  tailu 
Overdose  From  Topical  Exposure 

The  Habilrol  system  should  be  removed  immediately  il  the  patieni  shows  signs 
oveidosage  and  the  patient  should  seek  immediate  medical  care  The  skin  surfac 
may  be  Hushed  with  water  and  dried  No  soap  should  be  used  since  it  may 
increase  mrotme  absorption  Nicotine  will  conlmue  to  be  delivered  into  Ihe  bloo  TtV 
stream  i-  ■ ,.  i-     'see  CLINICAL  PHARMACOLOGY,  Pharmacokinetics) 
alien'-  .      because  Ola  depot  ol  nicotine  in  Ihe  skin 

Overdose  From  Ingestion 

Persons  ingesting  Habilrol  syslems  should  be  reteried  lo  a  health  care  tacility  lo 
management  Due  lo  Ihe  ppssibility  ol  nicoline-induced  seizures  activated  char 
coal  should  be  administered  In  unconscious  paHenis  with  a  secuie  airway  instil 
activated  charccal  via  nasogastric  tube  A  saline  cathartic  or  sorbitol  added  lo  thr 
tirsi  dose  ot  activated  charcoal  may  speed  gastrointestinal  passage  ol  the  system 
Repealed  doses  ot  activated  charcoal  should  be  administered  as  long  as  the  sys 
tern  remains  m  the  gastrointestinal  tract  since  it  will  continue  to  release  nicotine 
many  hours 

Management  ol  Nii:otine  Poisoning 

Others;;  ■  ,]iazepam pr barbiturates lor seizures  atropine 

excess  .  ;.drrhea,  respiratory  support  lor  respiratory  lailuii 

andv!';.  ■  lor  hypotension  and  cardiovascular  collapse 

Safety  and  Handling 

Habiiro:  s,s':  - Sf  .3  dermal  irritant  and  can  cause  contact  sensitization 
Although  exposure  ot  health  care  workers  lo  nicotine  Irom  Habitiol  syslems  shoi 
be  minimal  care  should  be  taken  to  avoid  unnecessary  contact  with  active  sys 
lems  II  you  do  handle  active  syslems  wash  with  water  alone  since  soap  may 
increase  nicotine  absorption  Do  not  louch  your  eyes 
Disposal 

When  the  used  system  is  removed  Irom  the  skin  it  should  be  lolded  over  and  plac 
in  the  protective  pouch  which  contained  Ihe  new  system  The  used  syslem  should 
immediately  disposed  ol  in  such  a  way  lo  prevent  its  access  by  children  or  pels  S( 
patient  intormation  tor  lurther  directions  tor  handling  and  disposal 
How  to  Store 

Do  nol  store  above  86-F  (30'C)  because  Habinol  systems  are  sensitive  to  heat 
slight  discoloration  ot  the  syslem  is  not  signilicanl 

Do  not  store  unpouched  Once  removed  Irom  the  prpleciive  pouch,  Habitroi 
syslems  should  be  applied  promptly  since  nicotine  is  volatile  and  Ihe  system  m 
lose  strength 

CAUTION:  Fedeial  law  prohibits  dispensing  without  ptescription 
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IDOKS  AS  IF  DENG 

ILL  HAVE  THE  LAST  LAUGH 


I (it  many  national  leaders  get  two  chances  for  a  trium- 
phant swan  song.  So  count  China's  Deng  Xiaoping 
lucky.  The  last  time  the  Chinese  Communist  Party 
-ess  met  in  1987,  Deng's  ambitious  program  for  mar- 
■iven  reform  was  winning  kudos  across  the  land.  But  then 
slammed  into  a  hard-line  Communist  backlash  that  cul- 
ed  in  the  1989  Tiananmen  massacre,  and  many  of  his 
were  sidetracked. 

w,  the  88-year-old  patriarch  is  getting  a  second  chance. 

I  the  Party  Congress  meets  on  Oct.  12,  it  will  again 

,  Deng's  vision  for  a  new, 

apitalist  economy  and  rapid 

:h.  But  this  time,  he's  much 
likely  to  make  it  stick. 

s  dramatic  moves  to  capital- 

lave  gathered  enough  mo- 
am  to  overcome  political  re- 

ice.  And  several  aging  hard- 
are  expected  to  step  aside, 

[  the  Politburo's  balance  of 

I"  toward  reform. 
CHOICE.  The  Party  Congi-ess 

)ected  to  endorse  the  phase- 

f  such  pillars  of  the  Marxist 

my  as  central  planning,  price 

)ls,  and  guaranteed  jobs.  An- 

jconomic  growth  targets  also 

le  pushed  up  from  6%  to  9%  nationwide.  And  the  party 

make  a  giant  admission:  that  economies  work  Ijetter 
the  market  is  given  a  "relatively  free  rein." 

3  party  has  little  choice.  In  China's  coastal  provinces,  cap- 

.  activities  such  as  stock  markets  and  the  right  to  trade 

irty  are  now  regarded  as  rights,  not  just  "experiments." 

while,  Deng  has  dramatically  raised  expectations  of  "get- 

"ich"  deep  into  China's  heartland  in  the  past  year. 

vious  conservative  strongholds  are  now  willing  to  shed 

)gy  for  free-market  goodies.  In  the  works  are  economic 
that  will  bring  in  foreign  investment  in  such  huge  inland 


cities  as  Chengdu,  Chongqing,  and  Wuhan.  Some  are  already 
cutting  megadeals  with  Hong  Kong  developers  for  shopping 
malls  and  office  complexes. 

The  model  for  such  cities,  many  of  which  line  the  Yangtze 
River-  Valley,  is  the  coastal  success  story  of  Guangdong,  which 
is  coming  on  fast  as  Asia's  Fifth  Tiger.  Economic  growth  hit 
14%  last  year.  Just  in  the  first  seven  months  of  1992,  industri- 
al output  soared  by  30%,  while  exports  of  toys,  electronics,  and 
garments  leapt  by  31%. 

Deng  also  has  pushed  fledgling  stock  markets.  An  ex- 
change in  Shenzhen,  for  example, 
is  such  a  smash  with  investors 
that  market  capitalization  of  its 
listings  has  reached  $9  billion. 
RUSTY  RICE  BOWL.  Another  major 
change  is  in  the  offing  for  the 
State  Planning  Commission.  The 
powerful  government  agency, 
which  has  set  output  quotas  and 
prices  for  state  industries,  will 
have  its  powers  watered  down. 
Beijing  also  intends  to  dismantle 
the  "iron  rice  bowl"  system  that 
requii'es  factories  to  provide  work- 
ers with  sul)sidized  housing  and 
meals  for  life. 

Even  though  undoing  the  safety 
net  could  take  years,  any  attack  on  the  Chinese  welfare  state 
will  likely  trigger  an  intense  social  backlash.  There  are  also 
signs  that  the  economy  is  close  to  overheating.  Inflation,  held 
below  5%  for  the  past  two  years,  could  hit  double  digits  by 
yearend  in  some  large  cities.  That  may  prompt  the  party  to 
try  to  hit  the  fiscal  brakes  again.  But  enough  Chinese  have 
gotten  a  taste  of  the  rewards  of  freer  markets  so  that  the  ag- 
ing leadership  will  have  a  tough  time  turning  back  the  clock 
again. 

By  Pete  Enyardio  in  Guumizhou,  iritli  Li/ntie  Curri/  in  Beijing 
and  Peter  G(7/».stA'«  in  Neir  York 
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le  explosive  Kurdish  situation  in 
he  southeast  is  starting  to  unsettle 
industrialized  western  regions  of 
country.  Already  relentless  teri'or- 
attacks  by  Kurdish  rebels  have 
ed  Prime  Minister  Siileyman 
lirel  to  cede  much  authority  to  the 
tary.  This  has  led  to  repression, 
ading  the  devastation  of  Sirnak,  a 

of  20,000,  and  the  killing  of  200 
tants  and  civilians  in  ^mdinli,  an- 
;r  southeastern  town.  It  is  feared 

the  militants  will  retaliate  by  at- 
;ing  businesses  in  the  Istanbul  and 
ir  areas— including  those  owned  by 
;tern  companies  and  frequented  by 


tourists.  The  crackdown  is  also  bound 
to  hurt  Turkey's  image  abroad,  includ- 
ing its  efforts  to  join  the  European 
Community. 

JAPAN 

Politicians  in  Tokyo  are  beginning 
to  doubt  whether  the  $87  billion 
fiscal  package  announced  in  August 
has  anything  like  the  heft  necessary 
to  revive  Japan's  stalled  economy.  An- 
other budget  bill  isn't  possible  this 
year,  so  the  ruling  Liberal  Democratic 
Party  is  gunning  for  an  income  tax  cut 
next  year.  The  Finance  Ministry  is 
wary  but  might  accept  a  deal  that 
pairs  an  income  tax  cut  with  a  hike 
in  other  taxes  later  on.  To  ease  the 


real  estate  woes  being  suffered  hy 
Japan's  banks,  the  government  may 
also  step  up  purchases  of  land. 

BRITAIN 

Prime  Minister  John  Major  hopes 
to  parlay  some  Brussels-bashing  at 
the  Oct.  16  special  European  Commu- 
nity summit  into  a  quick  ratification 
of  the  embattled  Maastricht  Ti-eaty. 
At  the  Birmingham  powwow,  host  Ma- 
jor will  team  up  with  French  Presi- 
dent Francois  Mitterrand  and  German 
Chancellor  Helmut  Kohl  to  enshrine  in 
the  treaty  the  right  of  member  states 
to  veto  any  law  Brussels  may  try  to 
impose  on  national  governments.  That 
should  soothe  British  skeptics. 


IhE  Compaq  DESKPRO/i.  si< 
A  Limited  Price  LEA[i 


The  built-in  COMPAQ 
QVision  1024  Graphics 


The  company  most  qualified  to  advance  the  state  of 
the  desktop  computer  announces  four  systems  that 
represent  a  breakthrough  in  R&D.  At  prices  that 
won't  ruin  your  P&L.  Reflecting  the  level  of  thinking 
and  quality  that  youVe  come  to  expect  from  Compaq. 

At  Compaq,  there's  a        enhance  productivity, 
fundamental  belief  held 
bv  all  of  us  that  when 
you  set  extraordinary 
goals,  extraordinary  peo- 
ple will  meet  them. 

Recently,  for  exam- 
ple, vou  made  it  clear  to 
us  that  you  wanted  new 
PCs,  with  everything 
from  advanced  graphics 
to  audio  capability  to 
affordable  prices.  Our 
response:  the  COMPAQ 
DESKPRO/i  Family  of 
PCs.  Four  new  systems 
loaded  with  features  to 


times  faster  than  r 
popular  video  gra] 


subsystems.  So  quickl 
a  maiter  of  fact,  you  j 
find  your  computer 
ing  for  you.  Instead  of 
other  way  around. 

Its  unique  proce 
upgrade   path  ensi 


Controller,  for  example, 
allows  you  to  scroll,  re- 
size windows  and  pull 


down  menus  up  to  ten 


that  your  PC  won'lir( 
swept  into  obsolesce 

Simple  chip  upgrl^vst, 
bility  and  a  64-KB  ca 


■.IScrvi,.  Pr  liTvan.lr 


1  geographic  locations 


I  the  Compaq  Cu 


r  Support  Center  lor  lurthc 


details  'C  1992  Compaq  Computer  Corporation  All  Rights  Reserved  Pnnted  in  the  U  S  A.  COMPAQ  DESKPRC)  Registered  U  S  Patent  and  Trademark  OfTice.  QVisiOl 


JCH  FoRlhE  IdeaIhat 

LiMITEDlhlNKING. 


ry  module  option 
e  quantum  leaps 
brmance.  Without 


;6/25,  S86/33,486SX/25, 
i  <'  QViswn  accelerated 
:s  <<  Chip  upgradability 
rated  business  audio  <■  4 
M  (expandable  to  32  MB) 
•e  memory  standard  <■  3 
ansion  slots  <'  3  drive  bays 
IB  to  510-MB  bard  drive 
r  <"  Multi-level  security 
■s  <-  Microsoft  MS-DOS 
published  by  Compaq 


r  outlays  of  cash. 

fully  integrated 
system  brings  an 
redented,  yet  not 


unfamiliar  dimension  to 
mainstream  business  com- 
puting: your  voice.  The 
result  of  a  collaboration 
between  Compaq  and 
Microsoft,  it  allows  you, 
among  other  things,  to 
actually  paste  voice  mes- 
sages into  spreadsheets 
and  documents.  Either  as 
notes  to  yourself  or  as 
voice-mail  across  your 
entire  network. 

And  we've  engineered 
this  breadth  of  technol- 
ogy right  onto  the  PC's 
system  board,  preserv- 
ing^ the  small  footprint, 
large   storage  capacity 
and  expansion  of  the 
COMPAQ  DESKPRO/i. 

Not  to  mention  your 
financial  integrity. 


Add  CompaqCarc,  a 
new  service  and  support 
program  with  our  free, 
one-year,  on-site*  lim- 
ited warranty.  An  Asset 
Management  Provision 
that  gives  you  and  your 
network  administrator  a 
snapshot  of  your  PC's 
configuration.  And  you 
have  nothing  short  of  a 
system  that  breaks  a  lot 
of  new  ground.  Without 
breaking  the  bank. 

For  more  detailed  in- 
formation, just  call  us 
at  1-800-345-1518,  ext. 
210  in  the  U.S.,  or  call 
us  at  1-800-263-5868, 
ext. 210  in  Canada. 

We  bet  you'll  be  as  ex- 
cited about  the  COMPAQ 
DESKPRO/i  as  we  are. 


In  iCToUmg,  window  resi/incj  and 
accessing  menus,  our  new  QJ  ision 
accelerated  graphics  beat  the  com- 
petition  by  as  much  as  10  to  I. 


)ou  can  paste  voice  messages  into 
Microsoft  Windows  3.1  business 
documents  and  spreadsheets  with  our 
integrated  business  audio  system- 
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QUALITY  I 


WANT  EC  BUSINESS? 
YOU  HAVE  TWO  CHOICES 


Companies  can  comply  with  Europe's  standards — or  stay  home 


u  Pont  Co.  has  a  tradition  of 
I  quality.  But  for  years,  engineers 
at  its  Emigsville  (Pa.)  plant, 
which  makes  plastic  connectors  for  com- 
puters, couldn't  raise  output  from  a 
molding  press  with  a  307^  defect  i-ate. 
Du  Pont  solved  the  problem  during  a 
1991  quality  effort  in  which  press  opera- 
tors reported,  in  writing,  how  they  do 
their  jobs.  When  they  compared 
notes,  they  found  they  had  been 
inconsistently  calibrating  probes 
that  measure  press  temperature — 
and  setting  it  wrong.  The  mistake 
fixed,  waste  fell  to  87. 

What's  especially  surprising  is 
the  inspiration  for  Du  Pont's  dis- 
covery: Europe.  The  European 
Community — which  hasn't  been  in 
the  quality  vanguard — has  set  new 
standards  for  its  post-1992  single 
market,  and  suddenly  the  world  is 
hopping  to  them.  The  ISO  9000 
guideposts  from  the  International 
Standards  Organization  in  Geneva 
have  been  described  both  as  a  manage- 
ment tool  and  a  trade  barrier.  Either 
way,  says  Winfried  Werner,  head  of 
quality  at  ITT  Corp.'s  Semiconductor  Div. 
in  Freiburg,  Germany,  "ISO  will  be  a 
must  for  any  company  in  Europe." 

It  may  be  for  U.  S.  companies,  too: 
Du  Pont,  Eastman  Kodak,  and  other 
U.  S.  pioneers  took  up  ISO  in  the  late 
1980s  to  make  sure  they  weren't  locked 
out  of  European  markets — then  found  it 
helped  improve  quality.  Now,  Malcolm 
Baldrige  National  Quality  Award  win- 
ners Motorola,  Xerox,  IBM,  and  others 


are  making  suppliers  adopt  ISO.  And  ex- 
perts think  thousands  of  U.  S.  compa- 
nies— vs.  400  today — will  seek  ISO  certifi- 
cation soon. 

To  gain  that  stamp  of  approval,  com- 
panies start  with  a  100-page,  five-part 
ISO  guidebook  that  directs  them  to  docu- 
ment how  workers  perform  every  func- 
tion that  affects  quality — and  to  install 


mechanisms  to  make  sure  they  follow 
through  on  the  stated  routine.  Internal 
teams  verify  that  procedures  are  being 
followed  in  20  domains,  from  purchasing 
to  design  to  training  (table).  Rules  for 
order  processing,  for  instance,  require  a 
check  to  guarantee  the  company  has  the 
materials  or  other  resources  on  hand  to 
deliver.  Once  an  applicant  feels  ready, 
independent  auditors  inspect  the  compa- 
ny to  award  a  certificate  of  compliance. 
For  a  manufacturing  plant  with  300 
workers  and  an  elementary  quality  pro- 
gram, the  process  can  take  as  long  as  18 


months  and  cost  more  than  $200,jfi_ 

The  ISO  9000  premise  is  simple:  Corpci 
tency  breeds  reliability.  This  isn't  a  nftpj 
ic  bullet.  "At  best,  ISO  minimizes  pD 
probability  that  you'll  ship  a  defecv- 
product,"  says  Trevor  Davis,  a  qiut 
consultant  for  Coopers  &  Lybranc 
London.  But  that's  enough  for  the  I  ;ki 
FORCING  THE  ISSUE.  The  EC  chose 
9000  in  1989  to  harmonize  the  varj 
technical  norms  of  its  member  states,  s 
last  year,  ISO  compliance  became  par  EtK 
hundreds  of  product  safety  laws  all  <  <  ;• 
Europe,  regulating  everything  f 
medical  devices  to  telecommunicat 
gear.  Such  products  account  for 
157^  of  EC  trade.  But  German  electro 
giant  Siemens  requires  ISO  complianc 
507f  of  its  supply  contracts,  and  is  ni 
ing  other  suppliers  to  conform.  T 
eliminates  the  need  to  test  parts,  w' 
saves  time  and  money. 

ISO  even  applies  to  service  conjj,} 
nies.  At  London's  Heathrow 
port,  British  Airways  PLC  was  r 
ing  up  numerous  complaints  of 
cargo  and  damaged  goods.  C 
ISO  was  imposed,  Ba  discove 
among  other  problems,  that 
training  didn't  prepare  handlers 
new,  automated  unloading  m 
ods.  Now,  workers  are  upd; 
whenever  changes  occur.  In 
first  year,  complaints  dropped 
6-57,  and  time  spent  fixing  p 
lems  fell  607.  Audits  keep 
crew  from  backsliding.  "ISO  is  i  ^ 
ing  what  we  should  have  been  doin^  pj|;[ 
along,"  says  quality  manager  P( 
Bliaux. 

For  many  companies,  ISO  reinstills 
cipline  lost  in  the  1980s  rush  toward  : 
managed  work  teams.  Often,  jobs 
up  to  workers,  such  as  Du  Pont's  p: 
calibration,  "weren't  getting  done 
way  we  thought  they  were,"  says  D; 
Erdman,   quality  director  at  Du  I 
Electronics.  That's  changing  now 
half  of  Du  Pont's  240  worldwide  ft 
ties  are  ISO-certified. 

Other  converts  are  close  behind 


nternational  Standards  Organization  has  issued  a  25-page  set  of 
lat  apply  to  some  20  functions  within  a  company.  Here's  a  sampling: 
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□  DESIGN  Sets  planned  approach  for 
meeting  product  or  servjce  specifications 

□  PROCESS  CONTROL  Provides  ' 
concise  instructions  for  manufacturing 
or  service  functions 

□  PURCHASING  Details  metfiods  for 
approving  suppliers  and  piqqing  o''*^®  p^,^ 


□  SERVICE  Gives  detailed  instructions  for 
carrying  out  after-sales  service 

□  INSPECTION  AND  TESTING 

Compels  workers  and  managers  to  verify 
all  production  steps 

□  TRAINING  Specifies  methods  to  identify 
training  needs  and  keep  records 
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TAX  STRATEGIES  FROM  FIDELITY 


7 
V 


Are  You  Doing  All 
You  Can  to  Lower 
Your  1992  Taxes? 


Tax-free  investing  can  help  you  keep  more 
of  what  you  earn. 

Today's  taxes  can  claim  nearly  a  thii'd  of 
everything  you  earn— including  invest- 
ment income.  Now  may  be  the  time  to 
consider  tiLx-free  investing.  And 
Fidelity  has  created  an  entire 
family  of  tiix-free  funds  to  help 
you  pay  less  tiix  and  keep  more  of  w  hat  you  earn. 


AFTER  TAX 
INCOME 


FEDERAL 
INCOME  TAXES 


You  can  choose  a  low  risk  strategy. 

Our  Spartan  Short-Intermediate 
Municipal  Fund  offers  higher  current 
federally  tax-free'  yields  than  fixed-price 
money  market  funds.  Yet  it  has  low  share 
price  volatility  because  it  invests  only  in 
liigh  and  upper  medium  quality  short-term 


Spartan' 
Short-Intermediate 
Municipal  Fund 

6.12% 

Tax-equivalent  yield* 


municipal  bonds.  (Minimum  investment:  510,000.) 

Let  Fidelity  show  you  how.  Call  for  our  free  fact  kit 
which  includes  a  prospectus  with  more  complete  information 
including  management  fees  and  transaction  expenses.  Read  it 
carefully  before  vou  invest  or  send  money. 

Visit  a  Fidelity  Investor  Center  or  Call  24  Hours 

1-800-544-8888 


Fidelity 


inuesiments 

Common  sense.  I  'ncommon  results. 


® 


nhf  Funds  3()-dav vield  (as  of  8/10/92)  «as  4. 2 2     7. 92°'^°  6. 01       ,ind  5. 20"'^° 
\\m  the  average  annual  returns  fur  1  year,  S  \ears  and  die  lile  ot  the  tunti  lc(jiiiinena-nienl  uf  o|ierali(in 
12/24/86)  respectively  tor  the  period  ended  (i/,-)l)")2  Taxable  ei|uivalent  Meld  Is  hased  on  the  31",!  Federal  tax 
rate.  Perf(jrmance  hgures  are  historical  and  total  return  includes  change  In  share  price,  reinvestment  of  divi- 
dends and  capital  gams  and  the  effect  of  the  SS  account  closeout  fee  on  an  average  si/e  account  Viu  nia\  have  a 
gaui  (jr  loss  when  vou  sell  \our  shares,  "iield.  share  price  and  return  will  var\,  '\  portion  ol  income  ma\  be  suh- 
2r  lectio  the  federal  alternative  miiiinuini  tax  Kidelil\  Distributors  Corporalion        CODE;  BW/STM/101992 


WE 

WANT 
YOU 
BACK. 


NOW  SMALL  BUSINLSSES  THAT  SWITCll  TO  ATXT 
CiE  I  ONL  MONTH  OF  LONG  DLSLANCT:  SERVICE. 

You  couldn't  pick  a  better  tijj^  to  come  back  to 
Kl&W  Because  small  businesses  that  switch  by  Dec. 
will  get  credit  for  one  month  of  AT>^T  long  distance 
service-up  to  $2,000* 

So  if  your  business  left  ATsT  but  didn't  save  what 
\oud  hoped,  or  if  you  miss  ATcK:T's  fast  connections  tor 
calls  and  faxes,  or  if  you  simply  think  KIKY  quality  is 
better,  now  is  the  perfect  lime  to  come  back. 

You'll  find  that  AT&T  has  calling  plans  to  tit  the 
needs  of  most  every  small  business.  Like  AT&T 
FRO""  WATS,  a  discount  calling  plan  that  gives  you  AT&T 
quality  at  very  competitive  prices— 4%  to  18/6  off  our 


'^■1 1992  AT&T  'Must  select  AT&T  as  primary  earner  One  time  credit  based  on  average  monthly 
bill  tor  the  second  through  the  sixth  month  of  service,  up  to  $2,000  WiH  receive  credit  after 
Six  lull  months  of  service  Must  request  an  installation  no  later  than  January  8,  1993  Other 
conditions  may  apply  "Average  daytime  interstate  direct-dialed  off  AT&T  Long  Distance  rates. 
Act  jal  discounts  may  vary  depending  on  calling  patterns  tOther  restrictions  apply  UD5 


regular  rates**  And  you  can  even  save  on  AT&T 
Corporate  Calling  Card  calls,  plus  most  Internationa 
calls. 


CaJl  to  switch  now  and  we'll  guarantee  your 
satisfaction.  If  you're  not  happy  for  any 
reason  within  the  tirst  90  days,  we'll  pay  to 
switch  \x)u  back  t(^  vour  old  carrier^" 


We  can  also  help  you  with  your  phone  equipme 
In  fact,  if  you  trade  in  your  non-AT&T  phone  system 
we'll  give  you  credit  toward  a  new  AT&T  small  busint 
phone  system. 

At  AI'&T,  we're  giving  you  more  reasons  than  ev 
to  return.  We  want  vou  back.  Call  1  800  835-3933  tod 


AT&T 

The  right  choiceS 


svelopments  to  Watc 


)  BY  OTIS  PORT 


tNING  PAPER-MILL  SLUDGE 
0  CLEAN-BURNING  FUEL 


I  ailed  as  an  environ- 
I  mentally  friendly 
alternative  to  gasoline, 
ethanol  is  usually  made 
from  some  sort  of  plant, 
such  as  corn  or  beets. 
But  this  is  expensive  and 
squanders  food. 

Now,  Bionol  Corp.  in 
Hingham,  Mass.,  and 
Quadrex  Corp.  in 
Gainesville,  Fla.,  are 
planning  to  build  the 
first  U.S.  plant  that  pro- 
duces ethanol  from 
■ — the  sludge  from  pulp  and  paper  mills.  The  $20  million 
in  Moreau,  N.  Y.,  will  use  bioengineered  bacteria  to 
ss  the  waste  by  fermentation.  Instead  of  paying  to  haul 
sludge  to  landfills,  nearby  mills  have  agreed  to  pay  the 
y  to  take  it.  Since  the  plant  won't  have  to  buy  its  feed- 
,  says  Bionol  ceo  Stephen  J.  Gatto,  the  10  million  gallons 
;1  it  produces  annually  will  be  cheaper  than  ethanol  made 
her  methods.  Over  the  next  five  years,  Bionol  intends  to 
additional  plants  and  boost  production  to  more  than  100 
n  gallons  of  ethanol  each  year. 


OND  MODELING:  THE  COMPUTER 
ASSEMBLY  LINE 


;sktop  manufacturing,  or  using  computer  designs  to  drive 
io-called  stereolithographic  systems  and  produce  models 
oducts,  is  about  to  step  into  the  real  world.  The  new 
ique,  called  CAD-Casting,  is  an  extension  of  the  three- 
isional  printing  technique  developed  by  Emanuel  Sachs 
lichael  J.  Cima,  professors  of  mechanical  engineering  at 
achusetts  Institute  of  Technology, 
tead  of  reproducing  the  actual  design,  the  CAD-Casting 
m  turns  out  a  "negative"  image — that  is,  a  mold.  The 
m  creates  a  ceramic  or  metal  block  with  an  interior 
'.  And  it  builds  in  the  runners,  or  channels,  that  will  feed 
n  metal  or  plastic  into  the  cavity.  This  can  be  the  most 
licated  aspect  of  moldmaking. 

?  mold  is  essentially  printed  in  tissue-thin  layers,  using  an 
t  printing  head  that  squirts  ink  containing  powdered 
lie  or  metal.  Almost  any  3-D  shape  can  be  built  using 
■eds  of  layers.  The  semisolid  mold  is  then  baked  in  a 
ce  to  harden  it.  MIT's  first  licensee  is  Soligen  Corp.  in 
iridge,  Calif.  Soligen  is  developing  CAI»-Casting  systems 
letal  parts  and  expects  to  ship  preproduction  prototype 
ment  later  this  year  to  Pratt  &  Whitney,  Johnson  & 
ion,  and  Sandia  National  Laboratories. 


E  PEOPLE  TOO  WORRIED  ABOUT 
KINOGENS  FOR  THEIR  OWN  GOOD? 


uce  Ames,  a  biochemist  at  the  University  of  California  at 
krkeley,  is  the  nemesis  of  those  who  fret  over  the  cancer 
rom  pesticides  and  synthetic  chemicals.  Foods,  he  argues, 
in  so  many  natural  carcinogens  that  it's  foolish  to  worry 
:  low  levels  of  man-made  substances.  For  example,  a  cup 


of  coffee  seethes  with  more  than  1,000  chemicals,  from  ben- 
zene to  toluene.  In  tests  of  26  of  these  substances,  19  caused 
cancer  in  rats. 

Now,  Ames  is  at  it  again.  In  the  Oct.  9  issue  of  Science,  he 
and  co-workers  calculate  human  exposures  to  80  known  carcin- 
ogens, natural  and  man-made.  The  analysis  shows  that  many 
foods  may  be  more  hazardous  than  such  highly  publicized 
threats  as  contaminated  well  water  or  pesticide  residues  on 
food.  That  doesn't  mean  food  is  unsafe,  says  Ames.  Instead, 
he  contends,  far  too  much  time  and  money  are  spent  trying  to 
lower  exposures  to  synthetic  carcinogens.  The  new  results,  he 
writes,  "undermine  many  of  the  assumptions  of  current  regu- 
latory policy  and  necessitate  a  rethinking  of  policy  designed  to 
reduce  human  cancer." 


'SUCCESS'  TAKES  ON 

A  NEW  MEANING  AT  THE  FDA 


To  get  drugs  to  market  faster,  the  Food  &  Drug  Adminis- 
tration has  been  moving  toward  a  policy  of  not  waiting 
until  companies  can  prove  that  treatments  for  fatal  diseases, 
such  as  cancer  or  AIDS,  keep  people  alive  longer.  Instead,  the 
agency  would  accept  a  degree  of  efficacy  measured  in  "surro- 
gate endpoints,"  biochemical  changes  that  should  result  in 
increased  survival  rates.  For  aids,  the  surrogate  endpoints 
would  include  higher  T-cell  counts  or  lower  virus  levels;  for 
cancer,  tumor  shrinkage  or  slower  spread  of  cancer  cells. 

Over  the  past  year,  the  agency  has  conditionally  approved 
AIDS  drugs  DDI  and  DDC  on  the  basis  of  surrogate  markers. 
Now,  the  FDA  is  finalizing  new  regulations,  due  out  by  early 
November,  that  would  expand  this  policy  to  more  drugs  and 
clearly  spell  out  the  conditions  industry  must  meet.  "Basically, 
it's  a  quid  pro  quo,"  says  a  top  FDA  official.  "The  company 
gets  faster  approval  based  on  surrogate  endpoints,  and  the 
FDA  requires  that  it  keep  collecting  data."  If  a  drug  doesn't 
work  as  well  as  the  surrogate  evidence  says  it  should,  the 
agency  could  later  withdraw  its  approval. 


THIS  BACKGAMMON  PROGRAM 
LEARNS  WHILE  IT  PLAYS— AND  WINS 


leural  networks 
I  have  long  tickled 
the  fancy  of  computer 
scientists  by  mimicking 
the  brain's  ability  to 
learn  from  experience. 
The  most  common  use 
for  neural-net  programs 
involves  turning  them 
loose  on  collections  of 
data  so  they  can  uncover 
previously  unnoticed  re- 
lationships. Now,  IBM  re- 
searcher Gerald  J.  Te- 
sauro  has  found  a  new 
talent  at  which  neural  nets  turn  out  to  be  much  more  skilled 
than  he  imagined:  playing  games. 

One  he  has  tried  is  backgammon.  The  program  quickly 
discovered  how  to  play  from  scratch,  starting  with  just  a  list 
of  the  game's  rules — the  first  time  that  has  happened.  Com- 
puters have  been  playing  chess  for  years,  using  programs  that 
contain  detailed  instructions.  But  Tesauro's  brainchild,  playing 
against  itself,  developed  strategies  so  good  that  it  regularly 
beats  many  experts.  In  fact,  says  Tesauro,  its  proficiency  has 
surpassed  his  theoretical  predictions. 


Black  can  also  mean 


Ultimatelji;  there's  Blackr 
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SURPRISE  LIFT 

R  COMPUTER  RETAILERS 


rice  wars  have  some  battered  dealers  doing  'handsprings' 


e  price  war  in  personal  computers 
as  been  fun  for  consumers.  But 
or  those  who  make  and  sell  PCs, 
uation  is  perilous:  Shrinking  mar- 
lyoffs,  and  losses  are  routine.  And 
verybody  from  mail-order  houses 
e  discount  chains  selling  comput- 
3  local  computer  shop  is  beginning 
:  like  a  goner. 

vhy  are  some  computer  dealers 
;?  Because  the  price  war  has  gone 
ream.  Compaq,  Apple,  and  IBM 
ill  joined  the  party — and  that's 
rig  corporate  customers  back  to 
)nal  computer  dealers,  such  as 
terLand  Corp.  and  MicroAge  Inc. 
ss  buyers,  the  customers  who 
he  chains  busy  in  the  '80s,  had 
argain-hunting  through  mail-order 

or  at  no-frills  computer  super- 
-or  sitting  on  their  wallets. 

that  top  brands  have  bargain- 
?nt  prices,  "we're  seeing  corpo- 
istomers  coming  back  in  droves," 
ick  Inatome,  chairman  of  Omaha- 
[naCom  Corp.,  owner  of  two  deal- 
lins.  ComputerLand  Corp.,  the 
:omputer-store  chain,  had  a  14.2'/J 
1  sales  this  September  over  last 
nd  MicroAge  says  it  just  finished 
t  month  ever.  "We're  doing  hand- 
;  in  the  hallway,"  says  Computer- 
CEO  William  V.  Tauscher.  "As 
q  and  IBM  get  back  into  the  game 

vengeance  ...  it's  going  to  be  a 
ery  good  deal." 

.n't  happen  soon  enough.  Despite 
:ent  improvement,  the  computer 


SANFORD  BRANCHED  OUT  OF  WHOLESALING 
INTO  RETAILING  BUT  IS  CUTTING  BACK  AGAIN 


retailing  business  is  in  an  upheaval.  In- 
telligent Electronics  Inc.,  for  example, 
tried  to  get  into  the  superstore  business 
by  acquiring  the  BizMart  chain  last 
year.  But  the  company,  which  serves  as 
a  wholesaler  for  franchised  resellers,  in- 
cluding the  Connecting  Point  and  Entre 
Computer  Center  chains,  after  paying 
for  rebates  and  write-offs,  lost  $4.3  mil- 
lion in  the  quarter  ended  Aug.  1,  the 
first  quarterly  loss  in  its  10-year  history. 


FOR  DEALERS,  A  SMALLER 
SLICE  OF  THE  PIE 


The  stock  nose-dived  to  around  10  from 
a  52-week  high  of  30%  last  February. 

Ambitious  expansion  plans  also 
caused  major  disruptions  for  JWP  Inc.,  a 
Purchase  (N.  Y.)  miniconglomerate.  JWP 
bought  Businessland  Inc.  last  year  for 
what  seemed  a  bargain  price  of  $74  mil- 
lion. But  the  troubled  chain,  which  had 
been  close  to  bankruptcy,  had  more 
problems  than  .JWP  realized.  In  August, 
after  a  review  by  its  auditors,  .JWP  took  a 
$64.5  million  write-off  to  cover  unantici- 
pated charges  related  to  the  acquisition, 
reserves  for  accounts  receivable,  and  re- 
structuring costs.  The  fallout  exacerbat- 
ed .JWP's  financial  problems  and  prompt- 
ed the  departure  of  its  president  after 
less  than  a  year  in  the  post. 
SHRINKING  FAST,  Other  major  chains  are 
doing  better  right  now,  but  the  long- 
term  picture  for  all  the  dealers  isn't 
great.  Just  five  years  ago,  retailers  were 
responsible  for  more  than  GO'"!  of  person- 
al computers  sold  in  the  U.  S.  This  year 
it's  more  like  30'a — and  shrinking  fast 
(table).  Why?  They  became  too  pricey 
for  corporate  customers  and  too  intimi- 
dating for  consumers  and  small  busi- 
nesses, says  Seymour  Merrin,  head  of 
Merrin  Information  Services  Inc.,  a  Palo 
Alto  (Calif.)  market  researcher. 

Small  businesses  and  individuals  are 
the  fastest-growing  market  segment. 
And  they're  flocking  to  new  I'C  outlets, 
including  the  biggest  superstore  chain, 
CompiiSA  Inc.,  which  saw  sales  jump 
55.87f ,  to  $263.4  million,  in  its  first  quar- 
ter, ended  Sept.  26.  ComputerLand,  by 
contrast,  says  its  U.  S.  revenues  will  be 
flat,  at  about  $2.6  billion,  in  its  fiscal 
year,  ended  in  Septembei'. 

The  dealers'  lift  could  be  short-lived. 
As  IB.M,  Compaq,  and  Apple  end  their 
almost  exclusive  dependence  on  tradi- 
tional dealers  by  adding  new  channels, 
such  as  direct-response  sales,  super- 
stores, and  mass  merchants,  the  tradi- 
tional dealer  concept  could  wind  up  "no 
longer  viable,"  warns  Merrin. 
Maybe,  but  not  just  yet.  Small  com- 
puter stores,  traditional 
dealers,  and  vars  (val- 
ue-added resellers  that 
add  software  and  ser- 
vices to  PC  hardware) 
remain  the  largest 
channel,  moving  up  to 
$25  billion  worth  of 
computer  gear  annual- 
ly, according  to  Inter- 
national Data  Corp. 
That's  not  going  to  go 
away  overnight.  Plus, 
dealers  are  still  the  dis- 
tribution channel  of 
choice  for  many  large 
corporations  that  don't 


Are  you  losing  interest  in  your  CD 's? 

The  Legg  Mason  Funds 

can  offer  an  alternative 


U.S.  Government 
Intermediate-Term  Portfolio 

Total  returns  as  of 
June  30,  1992  were  as  follows: 

Average  Annual 
Cumulative       Total  Return 


Investment  Grade 
Income  Portfolio 

Total  returns  as  of 
June  30,  1992  were  as  follows; 


Cumulative 


Average  Annual 
Total  Return 


lYr. 

+  13.3% 

+  13.3% 

Life  of  Fund  * 

+  57.1% 

+  9.7% 

lYr. 

+  14.7% 

+  14.7% 

Life  of  Fund  * 

+  57.6% 

+  9.7% 

Unlike  a  CD,  the  investment  return  and  principal  value  of  an  investment  in  the  Funds 
are  not  FDIC  insured  and  each  Fund's  value  and  yield  will  fluctuate  depending  upon  a 
variety  of  factors,  including  change  in  market  interest  rates.  Thus,  an  investor's  snares, 
when  redeemed,  may  be  worth  more  or  less  than  their  original  cost.  The  returns  shown 
are  historical  results  and  are  not  intended  to  indicate  future  performance.  The  Fund's 
Manager  waived  management  fees  and  assumed  other  expenses  during  these  periods 
which  had  the  effect  of  increasing  total  returns.  Had  the  fees  and  expenses  not  been 
waived,  the  total  returns  would  have  been  lower.  For  a  free  prospectus  containing  more 
complete  information,  including  charges  and  expenses,  please  contact  your  Legg 
Mason  Wood  Walker,  Inc.  Investment  Executive.  Read  the  prospectus  carefully  before 
you  invest  or  send  money. 


LEGG 
MASON 


Legg  Mason  Wood  Walker,  Inc. 
Ill  S.  Calvert  St. 
Baltimore,  MD  21202-6184 
1-800-822-5544 

*  Fund's  Inception  -  August  7,  1987 


Are^economic  forces 
beKind  the  bankins  crisis 
or  plain  bad  manasemeittT 

Is  AmeHca's  commercial  banking  industry  on  the  brink  of  ^ 
becoming  an  S&L-style  debacle?    Going  behind  closed 
doors  at  Citicorp,  Chase,  Morgan, 
and  Bankers  Trust,  The  Future  of 
American  Banking  probes  these 
four  titanV  distinct  management 
histories  and  styles  for  clues  to 
their  recent  successes  ...  and 
^failures.   And  it  shows  what 
:ind  of  managerial  vision 
Ltomorrf>w's  bankers  must 
have  fo  survive  and  prosper 
in  the  '90s  and  beyond. 


346  pp. 

0-07-053538-8 

$24.95 


At  bookstores  or  call  toll-fr(ge 
1-800-2-MCGRAW, 


Business  McOraw-Hill  •  1 1  West  19  Street  •  New  York,  NY  1001 


1  tim 


want  to  buy  through  the  mail,  sh 
superstores,  or  head  down  to  the 
consumer-electronics  outlet. 

The  dealers  also  have  an  ace  up 
sleeves:  They  still  offer  the  personal 
vice  that  Corporate  America  likesj 
computer  makers  rely  on.  The  edgi 
be  as  simple  as  getting  the  produj 
customers  exactly  when  they  wan 
and  having  the  staff  to  install  it 
make  it  work.  "The  dealer  structu 
the  U.  S.  is  all  built  and  structured 
value-added,"  says  Sam  M.  Inman, 
dent  of  IBM  PC  Co.'s  North  America 
erations.  "About  half  of  all  [PS/2] 
ers  want  to  buy  from  a  value-;: 
channel."  True,  Inman  is  hedging 
bets,  branching  out  into  superstore 
fice  supply  stores,  department  st 
and  direct  response — but  not  for  hi 
corporate  customers.  "I  haven't  foi 
decent  scenario  yet  that  shows  anj 
channel  dominating  or  the  tradit 
dealer  disappearing  anytime  soon." 
FORCED  RETREAT.  That's  the  lesson 
Intelligent  Electronics  drew  from  i 
sastrous  expansion  effort.  The  I 
(Pa.)  company  had  been  having  a  st 
success  wholesaling  to  dealers  i 


Dealers  still  offer  the 
personal  service  Corpora 
America  likes  and  compu 
makers  rely  on 


1,700-member  franchise  network, 
paying  $180  million  for  BizMa: 
zoomed  from  .57  outlets  to  100 
months  and  sold  franchises  to  r 
departments  within  those  stores, 
when  PC  tnakers  slashed  prices,  th 
partments  started  losing  money 
pulled  out,  forcing  Intelligent  Elec 
ics  to  rebate  $1.1  million  in  fran 
fees.  Now  it's  trying  to  sell  BizMa 
Kmart  Corp.  and  go  back  to  who 
ing.  The  consumer  side,  laments  Ii 
gent  Electronics  Chairman  Richar 
Sanford,  is  "a  tough,  tough  busi 
The  margin  pressure  has  been 
mous."  But  there's  good  news,  to 
says:  "This  industry  has  absolutely 
mented  into  more  complex  systems 
that's  us  and  our  core  business." 

In  other  words,  back  to  basics, 
ers  can  still  succeed  by  playing  tht 
ue-added  card.  And  by  hoping  thai 
porations  will  continue  to  think 
value  is  worth  a  few  dollars  more. 

Bjl  f'otlicri tic  A  rust  in  New  York, 
Jo.scp/i  W'clicr  111  Philadelphia,  h 
Rehello  ill  Sail  Francisco  and  bi 
reports 
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lanhattan  skyline 


/Onsistent  service  quality  and  far-sighted  strategic 
linking  are  the  foundations  of  Credit  Suisse's  inter- 
lational  success.  As  the  oldest  of  Switzerland's 
nree  big  banks,  we  are  totally  connnnitled  to  the  solid 
^aditional  values  for  which  Swiss  banking  is  fannous. 


But  our  activities  extend  far  beyond  Switzerland. 
Credit  Suisse,  in  partnership  with  CS  First  Boston 
Group,  Inc.,  is  one  of  the  world's  premier  financial 
services  groups.  We  operate  effectively  in  every 
market,  offering  expert  service  with  a  global  horizon. 


We  do  more  to  keep  you         at  the  top. 


Head  Office:  Zurich/Switzerland.  Represented  in  all  ma|or  international  financial  centres  In  the  USA  and  Canada:  New  York  ■  Los  Angeles  -  Atlanta  •  Calgary  ■  Chicago  ■  Houston  ■  Miami  ■  Montreal 

Ran  Franri=;rn  Tnrnntn  Vanrniiv/er 


Just  because  you  have  kids  doesn't 
mean  you  have  to  drive  a  bus. 


van  has  more  staij 
clard  horsepower! 


Period.  And  it's  t\i 


You  are  jjart  of 
a  generation  that  has 
been  raised  and  fed 
on  0-  60  times,  hoi^se- 
power  and  skid  pad 


 ~ 


results.  And  yet  for 
some  inexplicable 
reason,  the  moment 
you  have  kids,  car 


shouldn't  be  one  of 
tliem.Wliich  is  why 
we  designed  the 
new  Nissan' Quest  '  to 
be  as  much  fun  to 
drive  as  the  sedan 
you  now  own. 

Slip  behind  the 
wheel  and  you  im- 
mediately notice  an 
absence  of  the  sway- 
ing motion  minivans 


companies  expect  are  known  for  A 

you  to  settle  for  some  front  stabilizer  bar 

oxersized,  ungainly  keeps  it  level  during 

minivan  that's  about  cornering  or  lane 

as  much  fun  to  drive  changes.  And  an 

as  a  bus.  inde]Dendent  front 

Well,  at  Nissan,  we  suspension  allows 
believe  that  parents 
have  enough  sacri- 
fices to  make.  The 
pleasure  of  driving 

!\'i\wtt  MitUn  ( .mpuriifiini  in  IIS.A. 


Steering  response. 
If  you  think  the 
I   Nissan  Qimt  has  an 

each  front  wheel  to    appetite  for  curves,  only  import  bran 

react  independently    however,  you'll  find  minivan  to  combi 

to  the  road  surface     it's  j^ositively  fam-  both  V6  power  a 

for  exceptional  trac-  ished  when  it  comes  front-wheel  driv 
tion  control.             to  hills.  A  3.0  liter  V6         But  perhaps  t 


nans 


1  Ills  uiuaniiN 
teeling  that  vou're 
driving  a  sedan  is 
further  enhanced  by 
a  so|)liisticated  honl- 
wheel  (li  i\e  that 
is  able  to  deliver  a 


overhead  cam  en- 
gine delivers  an 
impressive  151  hp. 
No  other  mini- 


iiK  )st  important  ai  imi 


where  the  Nissan 
Qiu'si  performs  lik 
a  sedan  is  in  safet) 


tighter  and  (juicker 

hn  nunc  iiil<i  call  I  SOD^MSSAN- 1  i-xl.  50f/  Smiirl  j/rcfili-  always  midllu- juw jmiil.  \wl  tluy  always  wmrlheil 


liln 
mpei 


mc  of  the 
ivans  that  is 
neet  1993 
passenger- 
y  standards.** 
V  filled  with 
antrums, 


settle  on  a  steerinj^ 
wheel  graced  with 
fine  leather.***  Your 
eyes  gaze  at  an  airay 
of  easy-to-read  ana- 
log instruments.  And 
your  ears  are  lulled 


lloon  fights      by  an  advanced 


made  available  so  you 
can  concentrate  on 
tlie  scenery  instead  ot 
the  speedometer 

Attention  to  ergo- 
nomics is  so  complete 
that  the  controls  to 
the  power  windows, 


ty  training,  AM/FM  audio  cas- 

h  t( )  give  any-  sette  system: 
^ed  nerves,  Cruise  control 

why  our 
is  interior  is 
:1  to  soothe 

nper  and  an  optional  sun- 

'  fingertips  roof***  have  been 


door  locks  and  mir- 
rors have  been 
thoughtfully  nestled 
close  at  hand  in  the 
drivers-side  door' 
Of  course,  we 
intend  to  spoil  your 
children  as  well. 


A  ^ipr^^nrl  row r  if 

Svstem  ran  he  re- 

'  f  y        111     til  1          1  V. 

liiviii"i/^\iic  /^Q  t^ifo  1  n  c 
ILlALil  U)H.>  L d-lJlxlil  1 

coniiyuieci  up  to  a^ 

Cliflllo     1  I<u5  IJCCII 

lllcLllJ   cui  IVV\_111V  Iv/L*l 

IJl  y  )\  H_lCCl  l*-^  KCCIJ 

oiLicitriu  vvayji. 

y(.)U[  LI iiicu ci 1 11  v>i  11 

1  liC  new  i  v/A>(/7t 

lnii>if  f^TTf^r^  rxf^ttf^v 
KULKZij  UCLLCl 

handlinp"and  more 

CI  ILCl  UlII  ICH,  LI  Ic  >t;L 

ILlXLil  lOLlS  COIIIK  )I  I 

oiici  low  cvcll IlclS 

uian  v<)uci  evci  cx- 

Ilo  iJWIl  J>CL    Ui  till 

pecL  Hoiii  a  iiunivcUi. 

ronrlitif  )ninp"  ron- 

In  fact,  it'll  make 

trols,  heaciphone 

you  feel  like  youVe 

jacks  and  remote 

dri\  ing  a  car 

audio  controls. 

That  is,  of  course, 

Aiid  since  we 

until  one  of  the  kids 

know  how  much 

in  the  back  seat 

kids  enjoy  jMaving 

throws  another  tem- 

musical chairs,  you 

per  tantrum. 

should  know  that 
our  QUEST  TRAC 
Flexible  Seating 


The  iWeio  Nman 

Qiiest 

Its  lime  to 
expect  more  from 
a  mimvan: 


nodt'l comparison.  ^*h>ut'pt  modt'b,  Willi Inivafs  i:;lav..  modt'l-  'O^ttmnat  on  \h  motif L  sUtiidanton  (iXh.  '^Optunuil  on  dXEmodi'l.  ^CiXKwiih  optunml  2yul-nrw captaim  dunn. 


The  first  computer  to  understand  you  don  t  just  have  a  job.  You  have  a  h 


Something;  lundamcntal  has  clianjijed  in  Amer- 
ica. iNow  it's  not  just  the  Hving  you  make,  it's  the 
life  vou  make.  You  want  to  enjoy  the  things  youVe 
supposedly  working  for.  Your  family.  Your  home. 
Yourself. 

At  IBM,  we  know  balancing  your  job  with  the 
rest  of  your  life  isn't  easy.  That's  why  we  created  the 
IBM  PS/1.'  A  line  of  computers  designed  to  help  you 
do  office  work  at  home  or  run  a  small  business,  so 
you  can  be  with  the  people  you  care  about  most.  And 
if  those  people  are  kids,  the  PS/I  can  help  with  their 
homework,  too. 

We  also  know  you'd  like  to  improve  the  quality 
of  your  life  without  compromising  on  the  quality 
of  your  computer.  So  while  our  new  PS/Is  are 


priced  to  compete  with  the  most  affordable 
computers  around,  they  offer  a  lot  more.  Like  tru 
IBM  compatibility.  More  power  than  many  office 
computers,  with  room  to  expand.  Built-in 
software — including  Windows"  or  OS/2* — and 
the  ability  to  run  other  popular  business  and  edu 
cational  software.  Not  to  mention  IBM  reliability,' 
support  and  service.  And  no  computer's  easier  toe 
up  and  use. 

You  may  need  more  than  a  perfectly  balancd 
computer  to  find  your  own  perfect  balance.  But  vie 
knows?  You  might  just  do  your  best  work  with  som- 
one  looking  over  your  shoulder.       —        —  .r 

For  a  PS/ 1  retailer  near  you,  z  =  z:zzf, 
call  1  800  IBM-  3377.  =  ===  "  E 


IBM  PS/1  and  OS/2  are  registered  trademarks  of  International  Business  Machines  Corporation  Windows  is  a  trademark  of  Microsoft  Corporation  lo  1992  IBM  Corp 


ormation  Processin 


Commentary/by  Mark  Lewyn 


THE  CASE  FOR  AUCTIONING  OFF  THE  AIRWAVES 


t  was  a  license  to  print  money.  In 
1989,  Rural  Cellular  Development 
Group  in  Los  Gatos,  Calif.,  won  a 
,'ernment  lottery  for  the  right  to 
Id  and  operate  a  cellular-phone  sys- 
1  on  Cape  Cod.  Just  73  days  after 
,ting  its  construction  permit,  before 
cting  a  single  antenna,  the  group 
ipped"  its  license — selling  it  to  Dal- 
'  Southwestern  Bell  Mobile  Systems 
:.  for  $41  million. 

lural  Cellular's  windfall  shows  how 

government's  system  for  licensing 
;  electromagnetic 
jctrum  has  gone 
,'wire.  The  Federal 
mmunications  Com- 
jsion  allocates  spec- 
m,  without  charge, 

everything  from 
jvision  to  garage- 
Dr  openers.  The 
slic  receives  noth- 
:  for  the  use  of  a 
uable  national  re- 
irce.  But  the  fortu- 
;e  few  who  win  li- 
ises — from  broad- 
;ter  William  Paley 

cellular  pioneer 
m  W.  Kluge — prof- 
handsomely,  even 
er  making  huge  in- 
itments  to  build 
;ir  networks.  "If 
X  look  at  the  list  of 
i  richest  people  in 
lerica  carefully,  a 
of  them  made  their 
mey  off  of  the  spec- 
im,"  says  FCC  Chief 
Fred  C.  Sikes. 
<  GIVEAWAY.  Clear- 
the  system  desper- 
;ly  needs  an  over- 
ul.  And  an  efficient 
Dstitute  is  waiting  in  the  wings:  gov- 
iment  auctions  of  spectrum.  Decide 
lat  are  the  best  uses  for  each  band 

frequencies,  sell  them  off  to  the 
jhest  bidder,  and  put  the  proceeds  in 
i  Treasury.  Critics  paint  auctions  as 
government  giveaway,  akin  to  selling 
■  a  national  park.  In  fact,  the  bene- 
3  to  the  public  are  compelling:  Auc- 
ns  would  ensure  that  taxpayers,  not 
sculators,  reap  windfall  profits  from 
;  airwaves. 

rhe  traditional  method,  so-called 
mparative  hearings,  has  for  decades 


been  ineffective.  In  theory,  the  FCC 
awards  licenses  to  the  applicants  who 
rate  highest  in  everything  from  finan- 
cial stability  to  moral  uprightness.  But 
in  practice,  almost  anyone — short  of 
convicted  felons — can  qualify.  "It's 
hard  to  articulate  standards  to  distin- 
guish between  applicants,"  says  Den- 
nis Patrick,  a  former  FCC  chairman 
who  is  now  president  of  Time  Warner 
Telecommunications. 

In  the  past  decade,  the  FCC  tacitly 
admitted  the  drawbacks  of  its  compar- 


THE  GOVERNMENT'S  GOALS 


►  Gradually  take  200  megahertz  of  airwaves  from  federal  users  such 
as  the  miUtary,  Federal  Aviation  Administration,  and  National  Weath- 
er Service,  and  allocate  them  for  civilian  purposes 

►  Free  up  another  220  megahertz  for  new  kinds  of  cheap  cellular 
phones  by  moving  out  current  users,  mainly  microwave  networks 

►  Auction  off  most  of  the  frequencies  that  become  available,  except 
for  any  that  may  be  reserved  for  such  uses  as  public  safety  services, 
government,  radio  hobbyists,  and  astronomers 

►  Raise  billions  of  dollars  for  the  Treasury  over  15  years,  including 
$2.5  billion  by  1996  from  the  sale  of  the  first  30  megahertz 

DATA;  COMMERCE  DEPT.,  FCC 


ative  hearings.  To  avoid  slowing  down 
development  of  such  industries  as  cel- 
lular and  paging,  it  scrapped  the  time- 
consuming  hearings  and  held  Ping- 
Pong-bail-and-hot-air  lotteries — such  as 
the  one  that  rained  dollars  on  Rural 
Cellular.  The  lotteries  have  spawned 
"application  mills,"  which  help  specula- 
tors with  their  lottery-entry  applica- 
tions, even  including  preparing  phony 
construction  plans. 

Washington  is  inching  toward  a  bet- 
ter system.  The  White  House  has  been 
pushing  a  plan  to  take  a  swath  of  spec- 


trum from  federal  users  and  auction  it 
off  for  commercial  use  (table).  Any 
spectrum  that  becomes  available  in  the 
future  also  would  be  auctioned.  A 
House-passed  bill  on  shifting  spectrum 
to  the  private  sector  doesn't  call  for 
auctions,  but  a  Senate  measure  due  for 
action  next  year  is  expected  to  include 
an  auction  provision.  If  the  House 
comes  around,  the  first  auctions  could 
come  in  late  1993. 

OVERBIDDING.  Opponents  of  auctions 
argue  that  well-heeled  companies 
would  always  outbid 
small  entrepreneurs. 
They  say  auctions 
would  squelch  invest- 
ment because  high 
bidders  wouldn't  have 
money  left  over  for 
building.  But  buyers 
would  have  no  reason 
to  overbid,  any  more 
than  they  would  delib- 
erately overbid  for, 
say,  office  space.  And 
history  shows  that 
small  companies  with 
good  ideas  can  readily 
raise  money  for  busi- 
nesses built  on  the 
airwaves — witness  the 
success  of  McCaw 
Cellular  Communica- 
tions Inc.,  which  grew 
by  snapping  up  doz- 
ens of  cellular  proper- 
ties. Furthermore,  to 
keep  auctions  from 
exhausting  the  re- 
sources of  buyers,  the 
FCC  might  ask  bidders 
to  bid  a  percentage  of 
future  revenues  in- 
stead of  an  up-front 
lump  sum. 
Realistically,  Congress  isn't  about  to 
pass  the  kincl  of  auction  measure  that 
free-market  purists  would  wish  for. 
Most  likely,  established  license  holders 
would  be  exempted.  And  licenses  for 
television  and  radio,  because  they  in- 
volve programming  issues,  would  con- 
tinue to  be  awarded  by  hearings. 

Still,  any  move  toward  auctions  is 
welcome.  Until  now,  the  system  has 
helped  make  fortunes  for  a  small  num- 
ber of  savvy  insiders.  That  money 
could  just  as  easily  go  to  the  public 
coffer.s — and  it  should. 


REIHUEHTIHG  HHERICII 

There's  a  New  World  to  be  explored,  and  America's  scientists 
and  engineers  are  the  pioneers.  How  American  innovation  and 
productivity  can  stay  ahead  are  just  two  of  the  subjects  covered 
in  Reinventing  America,  the  fall  1992  bonus  issue  from  Business 
Week.  It's  where  American  business  will  see  the  world  from  the 


cutting  edge.  Issue  date:  October  23rd 


BusinessWeek 


PROFIT  BY  IT 
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[ow  Kodak  can  help  innovate  a  business. 


When  Hollywood's  A&I  Color  Labs  conceived 
F  a  subsidiary  to  offer  advanced  digital  services  to 
le  area's  photographers,  graphic  artists,  artists 
nd  animators,  they  wanted  a  name  as  innovative 
>  the  services.  They  ended  up  with  a  word  from 
le  opposite  end  of  the  alphabet  from  A&I,  that 
lymes  with  physics:  Zzyzx.  The  fledgling  com- 
any's  first  service  was  high-resolution  prints. 
Tiat's  where  Kodak  helped. 


Kodak  digital  printer 
delivers  near-photographic  quality. 


typical  customers  are  photographers  who  need 
roofs  of  digitally-manipulated  photographs.  Or  the 
rchitect  who  wants  the  image  of  a  proposed 
uilding  superimposed 
n  its  fuaire  sur  round - 
igs.  So  Zzyzx's  first 
urchase  was  a  Kodak 
[T7700  digital  contin- 
ous  tone  printer.  "The 
700  printer  is  definitely 
le  best  output  of  its 
ind,"  says  Zzyzx  presi- 
ent  Bob  Goldstein. 
The  prints  have  the  look,  feel  and  stabilii\-  ot  con- 
entional  photographs." 


Another  first: 
Kodak  Photo  CD  System. 


Zzyzx  has  gradually  expanded  its  offerings, 
beginning  with  scanning,  retouching  and  trans- 
ferring images  to  film.  They  also  offer  classes  in 
digital  imaging,  and  have  developed  an  "electron- 
ic portfolio"  for  photographers  and  artists,  on  a 
3.5-inch  floppy  disk.  The  next  step  is  a  Kodak 
Photo  CD  System.  Zzyzx  is  among  the  first  pro- 
fessional labs  to  go  on-line  with  this  ser\-ice, 
which  digitizes  film  images  and  transfers  them  to 
compact  optical  disks.  These  disks  can  then  be 


played  in  a  special  Photo  CD  player,  or  in  a  com- 
puter's CD  ROM  dri\e — where  tlie  images  can 
be  manipulated. 

A&I  and  Zzyzx  are  themselves  an  apt 
metaphor  for  the  "hybrid"  future  e^f  imaging:  the 
combining  of  the  best  features  of  film  and  digital 
technologies,  and  the  need  for  inne^'ative  think- 
ing to  remain  in  the  forefront  of  the  business 
world.  Kodak  is  glad  to  be  playing 
multiple  roles  in  the  success  of  both 
companies.  We  also  have  a  hand  in 
projects  as  innovative  (and  produc- 
tive) as  2,000  personalized  benefit 
program  financial  statements  a  week 
from  Price  Waterhouse,  and  a  faster 
flight  data  system  for  British  Airways 
that  accommodates  70,000  passengers 
daily.  To  see  how  Kodak  can 
improve  your  profile  in  business  imag- 
ing, call  1  800  445-6325,  Ext.  950N. 


Kodak  thermal  dye  printing  technology  creates  high 
resolution  prints  and  transparencies  of  what  you  create  on 
your  computer— in  less  than  iVi  minutes. 

Kodak  thermal  printers  help  you  make  the  most  of  your 
presentations  and  briefings,  delivering  exceptional 
color  or  black-and-white  prints  and  overheads  from  many 
digital  sources.  To  see  how  Kodak  can  put  imaging 
to  work  for  your  business,  call  1  800  445-6325,  Ext.  950N. 


us  J  dental  plans  are  second  nature. 
-O  otkerSj  tkeyre  second  to  everytking  else. 

-i^^LlI  ioo  (ikeii,  tlic  convenicnci.'  of  uptins^  for  a  liuiiJIecl  benefits  paclcage  is  offset  Ijy  tlie 
wealcness  o{  tlie  dental  program  component,  dl  I  liat's  wliv  it's  to  vour  company's  advantage 
for  yon  to  clioose  tlie  expertise  and  quality  assm'ance  ofiered  bv  Delta  Dental,  dl  Since  1954, 
Delta  f)ental  lias  lieen  tlie  only  national  organization  committed  exclusively  to  dental 
lieneiits.  Our  compreliensive  cost  management  program  maizes  Delta  Dental  a  greater 
value  in  liie  lont!  run  and  limits  emplovees'out-ol-poclcet  costs.  And  our  extensive  net- 
worlc  of  ]iarticipating  dentists  allows  us  to  deliver  managed  care  features  at  a  level  unmatclied 
\iy  companies  for  wliom  dental  plans  are  merely  a  sideline.  CU  I  liat's  wliy  Delta  Dental 
lias  a  98 'Xo  customer  retention  rate,  covers  more  tlian  22  million  people  in  more  tfiaii 
.28,000  groups  and  pays  nuire  tlian  $.2  Lillion  a  year  ford  ental  care.  □  Tol  eam  more  aLout 
liow  your  group  can  sliare  in  tlie  advantaties  of  clioosint!  tlie  nation's  largest  specialist  in 
dental  liealtli  plans,  call  1-800-441-3434  today.    ^  DGIIB  DGIltdl 
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119  OF  DOUBT 
R  A  CREATOR  OF  ICONS 


the  Olds  account  wavering,  Leo  Burnett  looks  vulnerable 


ichard  Fizdale  calls  it  the  low 
point  in  his  nine  months  as  chair- 
man and  chief  executive  of  ad 
■  Leo  Burnett  Co.  On  Sept.  16, 
il  Motors  Corp.'s  Oldsniobile  Divi- 
lid  it  would  put  its  advertising 
ss — a  Burnett  account  worth 
1140  million  in  billings — up  for  re- 
t  is  the  first  time  in  decades  that 
division  has  publicly  con.sidered 
g  an  ad  agency.  For  Burnett,  the 
Ihicago  shop  with  almost  $4  billion 


Burnett  has  to  work  with  a  new  presi- 
dent at  Miller,  longtime  Anheuser-Busch 
Cos.  executive  Jack  N.  MacDonough. 
Fizdale  has  his  internal  challenges,  too. 
In  May,  Burnett  Vice-Chairman  John  C. 
Kraft,  the  agency's  finance  man,  abrupt- 
ly quit.  Kraft  exited  just  as  Fizdale  was 
trying  to  turn  Burnett  from  a  traditional 
ad  shop  into  a  provider  of  multiple  mar- 
keting services.  That  effort,  says  one 
recently  departed  executive,  has  caused 
enormous  controversy  at  the  firm. 


will  probably  produce  a  gain  in  overall 
billings  this  year.  In  1992,  billings  from 
Burnett's  international  business  are  ex- 
pected to  top  domestic  billings  of  $2  bil- 
lion or  so  for  the  first  time. 
TROUBLE  AHEAD.  But  U.  S.  billings  are 
flat  for  the  third  year  in  a  row.  So  losing 
Oldsmobile  would  be  particularly  painful 
for  the  shop,  which  so  far  has  avoided 
layoffs.  Olds  represents  !%■  of  Burnett's 
domestic  billings,  and  the  agency,  a  pri- 
vately held  company,  employs  107  staff- 
ers in  a  Southfieid  (Mich.)  office  dedicat- 
ed to  the  Olds  account.  Burnett  will  now 
compete  for  the  business  against  other 
agencies,  but  incumbents  rarely  succeed 
in  winning  accounts  back.  "The  review 
may  not  necessarily  be  about  failure," 
says  Leonard  Pearlstein,  president  of  ad 
agency  Lord,  Dentsu  &  Partners.  "But  it 
still  means  trouble  for  Burnett." 

Burnett's  trouble  may  have  started  in 
the  late  1980s,  when  its  slogan  "The 
New  Generation  of  Olds,"  and  later 


STRENGTHS 


GOOD  NEWS  AND  BAD  NEWS  FOR  LEO  BURNETT 

"CMTC 


TERM  CLIENTS  Pillsbury 
iars),  Kellogg  (43  years), 
Morris  (38  years),  May- 
7  years),  Allstate  Insur- 
35  years),  and  United 
;s  (27  years) 
;USINESS  1991  wins  in- 
Sony  U.S.A.  ($70  million 
s),  the  Beef  Industry 
:il  ($25  million),  Nin- 
($50  million),  and  Ben- 
Hedges  ($40  million) 
EAS  GROWTH  New  inter- 
lal  assignments  this  year 
e  Goodyear  (Latin 
icaand  Asia),  3M  (Mid- 
ist),  and  Sony  (Greece, 
pines,  Malaysia) 


CHALLENGES 


UNDER 


TROUBLED  CAMPAIGNS  Both 
the  $140  million  Oldsmobile 
and  $1 10  million  Miller  Lite 
campaigns  have  suffered  from 
so-so  ad  copy,  confused  mes- 
sages, and  multiple  revisions 
SLOW-SPENDING  CLIENTS  Core 
U.S.  clients  are  cutting  back 
on  domestic  ad  spending,  mak- 
'"^  ""^  ^™  additional  cli- 

"'iSX  ents  and  hold  on  to  existing 
business 

MANAGEMENT  CHANGE  CEO 

Fizdale  is  trying  to  refocus 
Burnett  to  meet  all  of  a  client's 
marketing  needs,  not  just  ad- 
\  ertising,  a  big  shift  from  long- 
time strategy 

CEO  FIZDALE,  FOREIGN  BILLINGS  HAVE  SURGED  PAST  $2  BILLION  DATA  COMPANY  REPORTS  BW 


igs,  it  is  the  first  major  account  to 
risk  since  it  resigned  RCA's  busi- 
1  1987.  Suddenly,  Burnett,  which 
emed  to  defy  gravity  in  the  reces- 
)oks  vulnerable. 

mobile's  move  set  the  ad  world 
g  about  Burnett's  setback.  But 
■year-old  Fizdale  has  already  had 
ire  of  headaches  in  his  brief  ten- 
urnett's  work  on  the  $110  million 
Lite  account — remember  "It's  It 
lat's  That"? — has  been  derided  as 
live  by  ad  gurus  and  Miller  dis- 
irs.  The  tag  line  is  out,  and  now 


It's  premature  to  proclaim  Burnett, 
which  created  the  Marlboro  Man  and  the 
Pillsbury  Doughboy,  an  agency  adrift. 
Some  competitors  even  see  Burnett's 
travails  as  a  sign  of  too  much  success. 
Says  Carl  Spielvogel,  chairman  of  rival 
agency  Backer  Spielvogel  Bates  World- 
wide Inc.:  "When  you  win  a  lot  of  new 
business,  there's  always  a  need  to  digest 
it.  Burnett  has  had  a  helluva  ride."  Since 
1991,  Burnett  has  been  the  winner  of 
such  coveted  accounts  as  Miller  Lite, 
Sony,  Nintendo,  and  the  Beef  Industry 
Council.  And  robust  growth  overseas 


"The  Power  of  Intelligent  Engineering," 
failed  to  boost  the  carmaker's  sales.  At 
the  fourth  largest  GM  division,  car  and 
light-truck  sales  slipped  8.2'/!  in  the  mod- 
el year  that  just  ended  last  month.  Says 
Fizdale,  who  has  overseen  the  account, 
"Olds  thought  the  ads  were  good 
enough  to  spend  millions  on  them." 

Now,  Olds's  new  chief,  John  D.  Rock, 
and  new  marketing  man,  W.  Knox  Ram- 
sey Jr.,  want  changes.  "There's  been 
criticism  from  the  dealers  for  some 
time,"  says  Ramsey.  He  says  Olds  must 
shoulder  part  of  the  blame:  "I'm  not 


nrketin 


sure  we've  been  the 
greatest  client."  But, 
Ramsey  adds,  "it's  felt 
that  advertising  is  a 
piece  of  it." 

Fizdale  says  Bur- 
nett's "world-class  re- 
sources" will  help  retain 
the  Oldsmobile  account. 
Whatever  happens,  he 
also  must  tend  to  Miller 
Lite.  The  brewer  says 
that  Lite's  sales  trends 
are  imi)roving.  But  Jer- 
ry Steinman,  publisher 
of  the  industry  newslet- 
ter Beer  Marketer's  In- 
sights, estimates  that 
the  brand's  total  1992 
volume  declined  4.5'/' 
through  July,  against  a 
drop  in  all  premium  brands  of  2.5%  dur- 
ing the  same  period.  And  the  Philip  Mor- 
ris Cos.  unit's  decision  to  hire  MacDon- 
ough,  the  marketing  executive 
responsible  for  the  successful  "This 
Bud's  For  You"  campaign,  is  a  clear 
sign  of  changes  to  come.  Indeed,  within 
two  weeks  of  joining  Miller,  MacDon- 
ough  traveled  to  Chicago  to  meet  with 
Burnett  for  an  orientation  meeting.  Mac- 
Donough  declined  to  comment. 

Fizdale  may  also  have  some  fence- 
mending  to  do  inside  Burnett.  According 
to  a  recently  departed  senior  staffer, 
Fizdale  has  bruised  many  an  ego  by 
pushing  hard  on  a  plan  to  make  Burnett 
"media  neutral" — offering  clients  an  ar- 
ray of  marketing,  public  relations,  and 
promotional  services,  not  just  traditional 
ads.  Fizdale  believes  this  push  will  posi- 
tion Burnett  to  serve  clients  in  the  years 
ahead.  Longtime  client  H.  J.  Heinz  Co., 
for  example,  is  shifting  the  bulk  of  its 


The  oldsmobile  Achieva 
WENT  100.000  MILES  AGAINST  Honda  Accord  And  Toyota  Camry 


SINCE  THE  LATE  1980s,  BURNETT'S  ADS  HAVE  FAILED  TO  BOOST  OLDS'S  SALES 


budget  from  media  advertising  to  pro- 
motions. By  offering  such  nonadvertis- 
ing  services  as  direct  mail,  Fizdale  hopes 
Burnett  won't  lose  out  in  such  switches. 
THE  CRITTER  SHOP.  Problem  is,  Fizdale's 
expansion  into  integ^ted  services  comes 
in  the  midst  of  an  austerity  program  for 
the  rest  of  the  agency.  "Fizdale's  strate- 
gy is  bleeding  the  agency  dry,"  says  the 
ex-Burnett  officer,  explaining  that  the 
push  has  required  sizable  investments  in 
training  and  personnel  and  has  hurt  mo- 
rale on  the  ad  side.  Fizdale  admits 
there's  "some  anxiety"  but  adds  the  ma- 
jority of  staffers  support  the  strategy. 
And  although  insiders  speculate  that 
Kraft  left  because  of  the  changes,  Fiz- 
dale maintains  that  Kraft  backed  him. 
Kraft  could  not  be  reached. 

An  integrated  approach  would  repre- 
sent a  radical  departure  for  Burnett, 
which  has  remained  tightly  focused  on 
media  advertising.   Burnett's  prowess 


METEORIC  RISE  OF  A  'MEDIOCRE'  WRITER 


le  describes  himself  as  an  "ex- 
tremely mediocre  copywriter." 
iBut  Rick  Fizdale,  the  first 
chairman  since  Leo  Burnett  himself  to 
come  from  the  creative  side,  has  had 
anything  but  a  mediocre  rise.  A  Chica- 
go native,  Fizdale  attended  but  never 
graduated  from  the  University  of  Tex- 
as. A  tight  family  budget  forced  him  to 
look  for  work.  He  labored  briefly  as 
assistant  to  the  office  boy  at  the  Chi- 
cago Sun-Times.  From  there,  it  was  on 
to  a  five-person  ad  shop  and  then  to 
BBDO,  which  closed  its  Chicago  office 
three  months  after  he  arrived. 

In  1969,  Fizdale  joined  Burnett, 
where  he  was  promoted  rapidly  for  his 
team's  work  on  such  ads  as  RC  Cola's 


"Me  and  my  RC"  campaign  and  the 
Dewar's  Legends  series.  He  also  devel- 
oped a  reputation  as  a  low-key  manag- 
er with  a  collaborative  style.  He's  mar- 
ried to  another  Burnett  creative 
executive,  Mara  Fizdale,  and  has  no 
children. 

Fizdale's  once-outlandish,  Don  King- 
style  hair  receded  to  a  more  corporate 
length  years  ago,  but  he  cherishes  a 
1960s  fantasy  of  retiring  some  day  to 
"teach  the  history  of  rock  'n'  roll  for  $1 
a  year."  He  would  love  to  draw  on  his 
other  passion,  basketball,  to  write  an 
encyclopedia  of  college  players  and 
teams.  He  says  his  playing  days, 
though,  are  over:  "It's  real  hard  to 
shoot  baskets  with  bifocals." 


has  been  in  credii; 
icons,  not  coupoi 
earned  its  nick 
"The  Critter  Shoi 
producing  charac 
such  as  the  Jolly  (  ? 
Giant  and  Charlie  I 
Tuna,  that  workec  p 
fectly  in  mass  ad\ 
ing.  And  Burnett's 
ity  to  the  old  aj 
ways  contrasts  witl 
er  agencies  and  af 
conglomerates,  sul 
WPP  Group  PLcI 
Young  &  Rubicar 
whose  experimenl 
integrated  marki 
have  yielded  large! 
impressive  results.! 
As  he  engiif 
changes,  Fizdale  wants  to  maintainli 
nett's  fanatic  loyalty  to  clients.  Si;ir 
on  the  McDonald's  Corp.  account  . 
example,  wear  McDonald's  wristwui; 
and  answer  the  phone  "McL)iiiili 
Group,"  rather  than  "Leo  Burtl 
That  same  intensity  helped  Buriirtiv 
the  Beef  Industry  Council  accounih 
year:  Staffers  went  on  tours  of  o 
ranches  to  prepare  the  pitch.  ' 

And  despite  the  unmemorable  siile 
coined  for  Olds,  others  cherish  Bun 
work.  "They've  put  together  one 
best  creative  groups  in  the  cour 
says  John  E.  Ruhaak,  United  Ail 
Inc.'s  vice-president  for  advertisings 
agency's  campaign  for  United,  feat  nU 
George  Gershwin's  Rhapsody  in  iM 
has  garnered  lavish  industry  prais  I 
part,  that's  the  result  of  Burnett's  ^ 
tice  of  pitting  creative  teams  ag  \i 
each  other  and  choosing  the  best  \  bl 
In  a  meeting  in  late  September,  fiv€|e! 
arate   agency   teams   presented  fre 
months'  worth  of  work  to  Ruhaak,|rh 
picked  new  ads  for  a  campaign  intr|u'. 
ing  Europeans  to  United.  • 
Fizdale  is  relying  on  such  satisfiqc 
ents  to  help  him  through  the  rjij 
times.  The  fight  for  Olds  will  be  bil 
And  by  pushing  Burnett  into  integif 
marketing,  he  is  challenging  the  s| 
quo.  Then  again,  it  isn't  the  first  I 
Fizdale  has  done  that.  On  his  first  df 
work  in  1969,  he  recalls,  he  met  lej^n 
ary  founder  Leo  Burnett.  Sporting  k 
bottoms,  a  tie-dyed  shirt,  and  a  bell|f 
around  his  ankle,  the  29-year-old  ilj 
writer  didn't  exactly  groove  with  thlJ 
year-old  chairman.  As  Fizdale  telpi 
Leo  Burnett  took  one  look,  shoolfii 
head,  and  said:  "You  better  be  good.j 
chairman,  Fizdale  will  have  to  provej 
how  good  he  is. 

By   Julia    Flynn    in  Chicago, 
Kathleen   Kerivin   in   Detroit  and  '.tr 
Landler  in  New  Yor/x' 
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Hmm,  let's  see.  19%  interest  on  some  bankcards.  No  interest  and 
no  revolving  debt  with  The  Card.  That's  not  too  difficult. 


The  Card. 
The  American  Express' Card. 

Call  1-800-THE  CARD,  to  apply. 


Every  Lexu.'<  comes  with  a  fi  fth  shoi  k  ahsarher:  a  drivers-side 
airbag  (SRS)*  activdied  ti^  five  impaci  sensors. 


©  1992  Lexus,  A  Division  Of  Toyota  Motor  Sales.  U.S.A..  Inc.  Lexus  reminds  you  to  wear  seat  bells  and  obey  all  speed  lau-..  For 


'  informntum.  rail  800-872-5398  (800-USA 


5 


Manaftment. 


gh-temile-slrength  sleel. 


1 


^^^^^^  I  ^ffpi^WP^ 


The  front  and  rear  crumple  zones  are  designed  to 
progressively  give  upon  impact,  rather  than  directly 
pais  the  energy  on  to  the  driver  and  pa^'isengers. 


n powerful  enough  to  activate  the 
leaclivate  the  battery  it's  connected 
iswer?  A  hack-up  power  source. 


What  if  the  driver  in  front  of  your 
car  suddenly  brakes  hard?  The 
outcome  of  this  hypothetical 
scenario  may  depend  on  the  caliber  of 
car  you're  driving.  If  you're  behind  the 
wheel  of  a  Lexus  ES300,  for  example, 
you  can  be  confident  that  the  car  will 
handle  superbly;  between  your  skill, 
the  car's  prowess  and  a  little  bit  of  luck, 
hopefully  you'll  avoid  this  accident.  But 
Lexus  has  spent  years  preparing  for  those 
occasions  when  luck  is  not  with  you.  In 
the  event  of  an  accident,  the  ES300  is 
equipped  with  several  safety  features,  all 
aimed  at  reducing  the  risk  of  injury. 

"Reducing,"  however,  is  not  the  same 
as  "eliminating."  The  potential  for  a  crisis 
is  and  always  will  be  there.  But  while 
you  may  not  think  about  the  possibility 
of  getting  into  an  accident  every  time 
you're  in  a  Lexus  automobile,  you  can  be 
certain  of  one  thing:  we  have. 


The  Relentless  Pursuit  Oj  Perjertion. 


pplemenlal  Reslrainl  Svslem  iSRSi  uUI  inflate  onl\  m  a  severe  frontal  impact.  In  a  moderate  colliiion.  the  three-point  seat  belt  provides  primary  protection:  theairbag  will  not  inflate. 


AMERICA'S  NEW  GROWTH  REGIONS 
ARE  BLOSSOMING  DESPITE  THE  SLUMP 


Quick — name  the  place  where 
startup  companies  are  challeng- 
ing the  giants  of  the  personal- 
computer  industry.  This  same  region  is 
home  to  scientists  and  engineers  who 
are  inventing  the  semiconductors  and 
computers  of  the  21st  century.  And,  oh 
yes,  this  area  has  a  great  living  stan- 
dard, a  top-level  university,  and  lively 
rhythm-and-blues  bars. 

If  you  guessed  California's  Silicon 
Valley  or  Boston's  Route  128,  you're 
wrong.  It's  the  "Silicon 
Hills"  around  Austin, 
Texas.  From  their 
vantage  point  near  the 
Texas  state  capital, 
nestled  in  picturescjue, 
rolling  hills,  local  he- 
roes Dell  Computer 
Corp.  and  CompuAdd 
Corp.  are  muscling  into 
the  PC  industry  with  ag- 
gressive marketing  and 
pricing.  Microelectronics 
&  Computer  Technology 
Corp.  and  Sematech  Inc.  are  busy  de- 
signing next-generation  computers  and 
semiconductors.  Nearby,  IBM  and  Motor- 
ola Inc.  are  jointly  creating  a  new  micro- 
processor. Result:  While  the  rest  of  Tex- 
as stumbles  along,  Austin  is  booming. 
Its  jobless  rate  rests  at  a  mere  4.5'a, 
thanks  to  the  55,000  jobs  provided  by 
Austin's  450  high-tech  companies. 

How  did  Austin  transform  itself?  It's 
the  result  of  an  uncommon  alliance 
among  state  and  local  government,  busi- 
ness, and  the  University  of  Texas.  Join- 


ing in  the  1980s,  they  built  up  Austin's 
high-tech  industry  by  courting  new  busi- 
nesses, pumping  cash  into  IT,  and  bank- 
rolling promising  startups.  "This  is  a 
model  the  U.  S.  government  should  learn 
from,"  says  William  J.  Spencer,  presi- 
dent of  chipmaking  consortium  Sema- 
tech and  a  Silicon  Valley  veteran. 
MAGNETIC  FIELD.  Austin  isn't  alone. 
Across  the  country,  high-tech  hot  spots 
are  sprouting  in  regions  as  diverse  as 
Central  Florida,  Minneapolis-St.  Paul, 
suburban  Philadel- 
phia, and  Salt  Lake 

City.  BUSINESS  WEEK 
estimates  that  at 
least  600,000  Ameri- 
cans now  hold  tech- 
nology-related jobs 
in  15  of  these  still- 
emerging  areas, 
clustered  around 
such  industries  as 
computers,  lasers, 
medical  devices, 
software,  and  biotechnology. 
At  the  heart  of  each  is  often  a  major 
research  university  that  acts  as  a  mag- 
net for  big  corporations  and  entrepre- 
neurs. Local  and  state  governments,  in 
concert  with  business  leaders,  design 
policies  to  encourage  the  growth.  "It's  a 
grass-roots  industrial  policy,"  declares 
Douglas  Henton,  assistant  director  of 
SRI  International's  Center  for  Economic 
Competitiveness  in  Menlo  Park,  Calif. 

So,  while  traditional  technology  cen- 
ters such  as  Silicon  Valley  and  Route 
128  are  troubled,  others  are  emerging. 


BOOMTOWN  BOISE 

Major  industries:  Semiconduc- 
tor chips,  loser  printers 
25  companies,  14,300  jobs 
Startups:  Micron  Technology, 
Extended  Systems 


BO] 


BIOMED  MOUNTAINS 

Major  industries:  Medical  de- 
vices, artificial  organs 
75  companies,  8,000  jobs 
Startups:  Becton  Dickinson  Vas- 
cular Access,  Utah  Medical 


GOLDEN  TRIANGLE 

Major  industries:  Biotechnol- 
ogy, communications 
163  companies,  11,000  jobs 
Startups:  Hybritech,  Quolcomm 


/'J  " 
i 

\ 


OPTICS  VAI 

Major  industries: 

electro-optics 
40  companies,  1,C 
Startups:  Wyko,  Ph 


cjor 

Ivor 
)Oti 
srtu 


jlLK 

indu 

Jjiiri 
mpc 
)s:'. 


Cutting-edge  biotech  companies  are  nrf 


ping  up  m  Plymouth  Meeting 
World-class  software  outfits  call  0 
Utah,  home.  Ceramics  materials  o1 
future  are  being  invented  in  Al 
N.  Y.  In  Hunt  Valley,  Md.,  formeil!. 
Force  flight  instructor  John  W.  Ste 
45,  has  created  the  country's  third 
est  maker  of  computer  games,  M 
Prose  Inc.  Startups  such  as  Cyrix  C 
in  Richardson,  Tex.,  are  challen 
mighty  Intel  Corp.  in  microproces 
Lasers  that  can  help  cars  prevent 
dents  are  nearing  perfection  in  Orla 
And  Tucson's  startups  could  make 
city  a  leader  in  the  optics  industry, 
some  of  these  companies  will  fail  o 


toll' 
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COVEI 


MEDICAL  ALLEY 

ajor  industries:  Medical  instru- 
nts,  health  care 

0  companies,  40,000  jobs 
srtups:  ATS  Medical,  Pharmacia 
Itec 


VARE  VALLEY 

lustry:  Software 
onies,  12,000  jobs 

WordPerfect,  Novell 


CERAMICS  CORRIDOR 

Major  industries:  Ceramics, 

electronics  packaging 

110  companies,  31,500  jobs 

Startups:  Hi-Tech  Ceramics,  Xylon 

Materials 


PRINCETON  CORRIDOR 

Major  industries:  Biotech,  tele- 
communications 

400  companies,  132,400  jobs 
Startups:  Cytogen,  Liposome 


CO- 

>  // 


\... 


SILICON  PRAIRIE 

Major  industry:  Software 
63  companies,  3,500  jobs 
Startups:  Wolfram  Research, 
Kuck  &  Associates 


ELECOM  CORRIDOR 

ijor  industries:  Telecommuni- 
ons  systems  and  components, 
ware 

}  companies,  50,000  jobs 

irtups:  Intervoice,  Cyrix,  Con- 
Computer 


LICON  HILLS 

idustries:  Computer 
iring,  chips 

ipanies,  55,000  jobs 

;  Dell  Computer,  Compu- 


MEDICAL  MILE 

Major  industries:  Biotech,  medi- 
cal products 

500  companies,  166,000  jobs 
Startups:  Magoinin,  Cephalon 

SILICON  STRIP 

Major  industries:  Software, 
medical  technology 
400  companies,  15,000  jobs 
Startups:  MicroProse,  Integrat- 
ed Health 


\\  11 


WASHINGTON  WEST 

Major  industry:  Systems  integration 
1,100  companies,  80,000  jobs 
Startups:  Legent,  Landmark  Systems 


LASER  LANE 

Major  industries:  Lasers, 
electro-optics 

35  companies,  5,000  jobs 
Startups:  Schwartz  Electro- 
Optics,  Loser  Photonics 


'ed.  But  new  high-tech  giants 
e  aborning. 

0  coincidence  that  some  of  Amer- 
Dst  innovative  big  companies,  in- 
Corning,  Hewlett-Packard,  Intel, 
torola  have  located  key  facilities 
lew-growth  areas.  The  goal  is  to 
ideas  and  talent  from  universi- 
startups,  a  key  advantage  in  a 
jconomy  where  the  first  to  mar- 
is. Motorola,  for  example,  has 
its  Unix-software  development 
in  Urbana,  III.,  to  draw  on  the 
lity  of  Illinois'  computer  science 
lent,  one  of  the  nation's  best. 
\  Inc.,  a  prime  mover  in  New 
"Ceramics  Corridor,"  hopes  the 


creation  of  a  skunkworks-like  atmo- 
sphere will  speed  its  ability  to  develop 
pollution-abating  products  that  depend 
on  advanced  ceramics. 
GIANT  FANS.  The  emergence  of  such  new 
growth  zones  carries  international  impli- 
cations as  well.  European,  Canadian,  and 
Japanese  companies  are  attracted  to  cen- 
ters of  U.  S.  brainpower.  Toshiba  Corp. 
and  Kyocera  Corp.  both  have  big  opera- 
tions in  the  Ceramics  Corridor.  Sandoz, 
Glaxo,  and  Chugai  have  cut  deals  with 
biotech  startups  in  San  Diego's  "Golden 
Triangle."  In  Texas,  Fujitsu,  Alcatel, 
and  Ericsson  are  heavily  ensconced  in 
the  "Telecom  Corridor"  in  suburban  Dal- 
las. Canada's  Northern  Telecom  Ltd.  has 


major  facilities  there,  as  well  as  in  Vir- 
ginia's "Washington  West"  systems-inte- 
gration corridor  (table,  page  83). 

These  growth  zones  are  also  pumping 
out  exports.  Even  though  U.  S.  economic 
growth  is  flat  overall,  it  is  not  unusual 
to  find  companies  such  as  Hi-Tech  Ce- 
ramics, Wolfram  Research,  and  Flexnie- 
dics  whose  exports  are  growing  by  25'a 
to  307f  every  year.  The  300  makers  of 
medical  devices  in  Minnesota's  "Medical 
Alley"  generate  an  average  307  of  their 
revenue  by  exporting  their  products. 
Impressed  by  these  results,  internation- 
al consultants,  development  specialists, 
and  other  experts  are  now  trying  to  cre- 
ate similar  hot  spots  in  India,  China, 
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and  Eastern  Eurojje. 

How  significant 
are  these  new  cen- 
ters to  the  overall 
economy?  Partici- 
pants, ranging  from 
long-haired  entrepreneurs  to  buttoned- 
down  executives,  say  they  are  showing 
how  the  U.  S.  can  spur  i^uture  growth. 
As  regions  leased  on  mass  production, 
modestly  educated  workers,  and  domes- 
tic buyers  decline,  areas  with  highly  edu- 
cated workers  producing  advanced  tech- 
nologies for  world  markets  offer  clues 
for  renewing  the  nation's  vitality.  They 
represent  "the  future  brand  of  economic 
development"  for  the  U.  S.,  says  Har- 
vard economist  Robert  B.  Reich. 

No  one  would  argue  that  Florida's 
"Laser  Lane"  or  Utah's  "Biomed  Moun- 
tains" can  save  the  thousands  of  jobs  at 
risk  at  General  Motors  Corp.'s  Willow 
Run  plant  in  Ypsilanti,  Mich.,  or  at  Mc- 
Donnell Douglas  Corp.'s  plant  in  Long 
Beach,  Calif.  Nor  are  the  |)redominantly 
suburban  and  e.xurban  growth  areas  an 
answer  to  the  ills  of  big  cities.  Structural 
shifts  in  the  U.  S.  economy,  egged  on  by 
slow  growth,  will  continue  to  inflict  pain. 
LOCAl  TALENT.  But  the  rise  of  growth 
areas  does  speak  to  an  important  issue 
in  the  Presidential  campaign:  How  can 
government  best  spur  growth?  The  les- 
son seems  to  be  that  while  different  lev- 
els of  government  can  build  infrastruc- 
ture, fund  universities,  and  provide  seed 


Scott  Pickard 

URBANA'S  MATCHMAKER 

He  finds  techies  with  good  ideas 
and  fixes  them  up  with  investors 


capital,  the  real  key 
lies  with  local  coali- 
tions of  business 
leaders  and  educa- 
tors. Rather  than 
rely  on  a  centralized 
bureaucracy  akin  to  Japan's  Ministry  of 
International  Trade  &  Industry,  the 
American  approach  works  best  when  it 
is  local  and  decentralized.  Washington 
alone  can't  dictate 
where  growth  will 
occur  with  massive 
spending  programs 
01-  tax  breaks — the 
formula  is  more 
complex. 

Another  message 
is  that  growth  does 
not  have  to  be 
based  on  a  macro- 
economic  whim  of 
the  market.  It  can 
be  created  through 
practical  microstra- 
tegies.  "It's  a  sci- 
ence, not  an  art.  It 
can  be  taught,"  says 
Thomas  Mailey,  a 
consultant  who 
helped  found  the  Ce- 
ramics Corridor. 
Adds  University  of 
C'alifornia  at  Los  An- 
geles management 
professor  William  G. 


ROBERT  ECKLIN 

CORNING'S  BRIDGE  BUILDER 

He  wedded  the  glassmaker  to 
Upstate  New  York  universities 


Ouchi:  "We  have  to  repeat  all  ove;tt 
country  what  we  see  in  Minneapoliiai 
Austin." 

There's  no  question  the  emefeii 
growth  regions  have  enjoyed  somep 
luck.  California's  business  climatA 
turned  sour,  and  many  growth  cnn  < 
particularly  in  the  West,  have  ben 
from  both  individuals  and  coni|  i, 
looking  for  greener  pastures.  Swcii] 
by  a  housing  shortage,  governmenr. 
ulations,  and  traffic  snarls,  C(jmi;. 
such  as  Applied  Materials  Inc.  and 
torola  are  building  or  expanding  uA 
tin  and  Urbana  rather  than  in  -i 
Clara,  Calif.  "The  cost  of  doing  lni>.' 
is  juist  so  much  greater  in  Caliio  .. 
says  John  0.  Becker,  vice-presidti 
Motorola's  computer  group. 

As  a  lure,  the  new  growth  areas  i 
cheaper  housing,  little  crime,  and  [  ^ 
of  recreation  close  at  hand.  Softwai 
ecutives  in  Provo,  Utah,  can  go  skiu 
noon  and  be  back  for  a  2  p.m.  mvn. 
and  San  Diego  biotechnicians  ca 
sailing  after  work.  Entrepreneurs  i  ' 
Ceramics  Corridor  can  buy  beautifuV 
torian  homes  for  under  $100, (Hid: 
keep  boats  on  the  Finger  Lakes,  an 
away.  Leafy  small  towns  in  New  -h 
Maryland,  Pennsylvania,  and 
have  attracted  top  talent  fvnw  , 
York  and  Washington,  D.  C. 
SNOW  LOVER.  In  an  increasing  im 
of  cases,  the  Midwest  is  keeping  lU. 
talent  or  winning  it  back  from  a 
away  as  California.  Rudy  Frasca, 
dent  of  Frasca  International  Inc.,  a  i 
bana-based  manufacturer  of  fliglit  n 
lators,  settled  there  because  In  -  / 
attracted  by  the  University  of  111 
engineering  and  aviation  scho(il.- 
metrics  Mediral! 


President  DavK 
Deetz  migrate 
snowy  MinneaD 
from  golden  S.ii 
ern  California  ■\ 
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COVt$T: 


ago  to  start  a 
analysis  company. 
,  to  venture  capital 
lore  support  ser- 
ron  Deetz  over,  as 
;  prospect  of  bet- 
ing. 

;ral  Florida's  La- 
ne has  blossomed 
because  of  Martin 
;ta  Corp.'s  pres- 
but  also  because 
i  of  sun,  near- 
aches,  and  open 

appealed  to  peo- 
ch  as  William  C. 
rtz,  a  former  Mar- 
irietta  researcher, 
ad  a  concentration 
jntists  who  liked 
ality  of  life"  in  the 

says  Schwartz, 
;lped  father  Laser 
by  founding  its 

startup.  "It's 
d  place  to  raise 
;  has  good  culture 
small  community, 
ere  are  sports  events." 
quality  of  life  is  only  one  part  of 
t-spot  formula,  say  experts  at  SRi, 
's  IC-  Institute,  and  consultants 
roup  Inc.  in  Boulder,  Colo.  Anoth- 
or  requirement  is  cooperation.  But 
f  an  area's  university,  business, 
Dvernment  leaders  to  coalesce  is 
harder  than  it  seems  because  of 
;s  among  mayors,  chambers  of 
irce,  universities,  and  other  bodies 
srent  cities  and  counties.  To  build 
ation,  most  new  growth  areas 
illiances  or  councils  where  mem- 
wap  ideas  and  build  trust. 
i  some  measure  of  consensus  is 
3d,  a  region  needs  to  make  a  de- 
map  of  what  industries  it  already 
fter  taking  an  inventory  of  an  ar- 
iucational,  financial,  and  support 
tions,  local  leaders  need  to  create 
egy  to  fill  in  the  gaps  and  nurture 
sses  that  show  promise. 
LY  COUPLED.'  That's  what  Boi.se, 

did,  and  it's  working.  Its  high- 
oom  sprouted  initially  because  of 
tt-Packard  Co.'s  decision  in  the 
to  move  a  big  division  there  and 

magnate  John  R.  Simplot's  deci- 

0  fund  a  local  startup,  Micron 
ology  Inc.  But  when  growth 

1  in  the  mid-1980s,  Boise  business 
ilitical  leaders  worked  hard  on  cre- 
m  infrastructure  and  a  skills  base 
ould  attract  more  companies.  That 
lation  pulled  in  Spur  Products 
a  printer  interface  maker  which 
from  Southern  California  to  Boi- 

t  year.  "Local  government  and 
ss  were  very  closely  coupled  here 
ise,"  says  Michael  Hicks,  Spur's 
;er  of  special  projects. 


HENRY  BUCHWALD 

MINNEAPOLIS'  BIOMED  ACE 

He  has  25  patents  so  far — and 
half  of  them  hove  been  licensed 

Technology  transfer  from  a  university 
is  another  essential  ingredient.  By  mov- 
ing research  from  the  lab  into  the  hands 
of  private  industry,  universities  can  be- 
come catalysts  for  growth.  With  that 
goal  in  mind,  Utah's  Centers  of  Excel- 
lence program  pumps  money  into  univer- 
sity research  projects  it  thinks  show 
commercial  promise.  So  far,  the  state 
has  showered  35  research  centers  with 
$16  million.  Private  investors  and  the 
federal  government  have  poured  in  $152 
million.  The  result:  the  creation  over  the 
past  six  years  of  52  companies  and  2,000 
jobs  with  an  average  salary  of  $29,000, 
compared  with  Utah's  average  house- 
hold income  of  $19,000. 

Minnesota's  Medical 
Alley,  with  500  health-re- 
lated companies,  owes  its 
genesis  to  aggressive 
technology  transfer  from 
the  University  of  Minne- 
sota Medical  School.  The 
largest  independent  com- 
pany, Medtronic  Inc., 
which  posted  sales  of  $1.2 
billion  last  year,  took  off 
in  the  late  1950s  when 
the  university  asked  the 
company's  founder.  Earl 
Bakken,  to  develop  a 
wearable  heart  pacemak- 
er based  on  UM  research. 

The  university  is  now 
trying  to  accelerate  the 


innovation  process.  It 
has  created  a  lechnol- 
ogy-transfer  department 
to  bring  faculty,  compa- 
nies, and  venture  capital- 
ists together.  Incentives 
for  professors,  including 
the  lion's  share  of  any 
royalties,  were  hiked  to 
i-ncourage  creativity. 
"Why  shouldn't  academ- 
ics be  economically  moti- 
vated?" asks  UM  profes- 
sor of  surgery  Henry 
Buchwald,  who  has  pat- 
ented some  25  inven- 
tions, half  of  which  he 
has  licensed. 

Seeing  success  in  oth- 
er parts  of  the  country, 
Florida  set  up  seven 
technology  centers,  in- 
cluding the  Center  for 
Research  in  Electro-Op- 
tics and  Lasers  (CREOLi 
at  the  University  of  Cen- 
tral Florida.  That  Orlan- 
do facility  is  now  attract- 
ing outsiders  looking  to  tap  expertise 
and  engineering  talent.  So  far,  there  is  a 
cluster  of  about  30  startups  in  Laser 
Lane.  One  of  them  is  the  brainchild  of 
Robert  Battis,  who  left  New  Jersey  to 
start  Laser  Energetics  Inc.  in  Orlando 
earlier  this  year.  "Lasers  have  a  base 
here,"  says  Battis,  whose  company  is 
across  the  street  from  CREOL,  which 
serves  as  a  consultant  on  some  of  his 
projects.  Talent  is  readily  available:  In  a 
two-week  period,  more  than  50  local  la- 
ser engineers  left  resumes  on  his  desk. 
SEEKING  ANGELS.  But  getting  technology 
out  the  door  doesn't  mean  much  if  entre- 
preneurs can't  find  the  cash  to  take  it  to 
the  marketplace.  Overcoming  that  prob- 
lem was  the  key  to  creating  a  cluster  of 
software  companies  around  the  huge  su- 
percomputing  facility  at  the  University 
of  Illinois  at  Champaign-Urbana.  Scott 
Pickard,  a  former  engineer  who  set  up 


NEW  FIEIDS,  BIG  PIAYERS 


A  sampling 


BOOMTOWN  BOISE  (Idaho)  Hewlett-Packard,  Intel,  Micron 
Technology 


CERAMICS  CORRIDOR  (N.Y.; 
Toshiba,  Kyocera 


Corning,  IBM,  Westinghouse, 


GOLDEN  TRIANGLE  (San  Diego)  Merck,  Glaxo,  Chugai,  Eli 
Lilly,  Nokia 

MEDICAL  MILE  (Pa.)  Merck,  Rhone-Poulenc,  SmithKline 

SILICON  HILLS  (Tex.)  IBM,  Motorola,  Texas  Instruments 

TELECOM  CORRIDOR  (Tex.)  Texas  Instruments,  Alcatel, 
Northern  Telecom,  Fujitsu,  Ericsson 

WASHINGTON  WEST  (Va.)  Apple,  IBM,  Northern  Telecom 
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North  Cami)iis  Ventures  about  five 
years  i\p<'\  i:-  jften  the  conduit.  He  acts 
as  an  ;;)'-'.:rmediary  between  technology 
p^'  .  iis  with  good  ideas  and  50  wealthy 
.  cal  investors,  known  as  "business  an- 
gels," who  tvant  to  pool  their  risk.  "They 
help  companies  that  couldn't  walk  into 
the  bank  and  get  a  loan,"  says  Pickard. 

That  concept  has  been  taken  a  step 
further  in  Austin,  where  retired  Tele- 
dyne  Inc.  co-founder  George  Kozmetsky, 
who  now  heads  the  IC'  Institute,  helped 
create  the  Texas  Capital  Network,  which 
uses  a  data  base  to  match  investors  with 
entrepreneurs.  They  put  their  business 
plans  on  the  computer  network,  where 
investors  can  study  them.  The  network 
has  attracted  150  investors,  ranging 
from  doctors  to  big-time  financiers.  In 
the  two  years  since  startup,  TCN  has  ar- 
ranged 12  deals  worth  about  $5  million. 

But  the  most  aggressive  financiers 
have  been  state  governments.  Several 
states,  including  Texas,  Minnesota,  and 
Utah,  have  set  up  venture-capital  arms. 
One  of  the  granddaddies  of  this  state- 
level  effort  is  Pennsylvania's  10-year-old 
Ben  Franklin  Partnership,  which  pumps 
money  into  startup  companies  and  uni- 
versities with  promising  technology.  Ben 
Franklin,  for  example,  provided  $273,000 
to  help  former  SmithKline  Beecham  PLC 
researcher  Paul  Karl  Horan  start  Zyn- 
axis  Inc.,  which  is  developing  sophisticat- 
ed diagnostic  products. 
MIDNIGHT  OIL.  The  net  result  of  these 
different  experiments  is  that  Americans 
are  learning  what  kinds  of  mechanisms 
and  institutions  create  growth.  Corning 
Inc.  may  take  the  prize  for  applying 
those  lessons.  Recognizing  that  Upstate 
New  York's  Southern  Tier  had  taken  a 
fearsome  economic  pounding.  Corning 
Senior  Vice-President  Robert  L.  Ecklin 
struck  up  an  alliance  with  iFiM  and  three 
universities — Alfred,  Cornell,  and  Bing- 
hamton — to  try  to  halt  the  slide. 

After  hiring  M&H  Group  and  studying 
Austin  and  North  Carolina's  Re.search 
Triangle,  the  company  teamed  up  with 
nearby  Alfred  University  to  create  a  ce- 
ramics innovation  project  that  could  help 
spur  growth  and  at  the  same  time  accel- 
erate Coming's  push  into  ceramics  mate- 
rials of  the  future.  With  $10  million  in 
state  and  federal  funds.  Corning  and  Al- 
fred set  up  two  incubators  for  entrepre- 
neurs and  also  organized  a  $26  million 
venture-capital  fund,  which  includes 
money  from  the  New  York  State  pen- 
sion fund. 

The  Ceramics  Corridor  was  formally 
inaugurated  by  Governor  Mario  M. 
Cuomo  in  August,  and  blue-jeaned  entre- 
preneurs are  working  day  and  night  on 
their  new  products.  Companies  such  as 
PolyCeramics,  Xylon  Ceramic  Materials, 
and  Advanced  Ceramics  are  setting  up 


THE  LAND  OF  PLENTY 
—OF  SOFTWARE 


When  Bruce  W.  Bastian,  stu- 
dent director  of  Brigham 
Young  University's  Cougar 
marching  band,  needed  help  to  improve 
performance,  he  turned  to  BYU  comput- 
er science  professor  Alan  C.  Ashton  to 
develop  software  to- design  band  for- 
mations. The  programs  they  wrote 
caused  reverbera- 
tions far  beyond 
Provo,  Utah.  Their 
collaboration  gave 
birth  to  WordPer- 
fect Corp.  in  1979. 
Today  it  produces 
the  top-selling  word 
processing  program, 
with  revenues  last 
year  of  $533  million. 

As  Bastian  and 
Ashton  developed 
WordPerfect,  engi- 
neers at  nearby  No- 
vell Inc.,  then  a 
computer  hardware 
company,  were  per- 
fecting software 
that  links  personal 
computers  to  main- 
frames and  to  each 
other.  Novell,  with 
1991  revenues  of 
$640  million,  now 
dominates  the  net- 
working field. 

Welcome  to  the 
"Software  Valley" 
that  Utah's  predomi 
nantly  Mormon  pop- 
ulation has  created 
out  in  the  towns  of 
Orem  and  Provo. 
WordPerfect  and 
Novell  are  just  two 
of  175  software  com- 
panies that  have  sprung  up.  They  em- 
ploy 12,000  people  and  have  $2.3  billion 
in  sales. 

HELPING  HANDS.  BYU's  involvement  has 
been  critical.  Its  engineering  and  com- 
puter science  departments  have 
sparked  a  software  explosion.  Probusi- 
ness  local  governments  help,  too. 
Orem,  a  town  of  70,000,  set  up  a  $1.8 
million  revolving  loan  fund  that  in 
eight  years  has  financed  59  high-tech 
startui)s.  The  town  even  let  Ashton  use 
its  computers  to  develop  WordPerfect. 
Now,  he  donates  software  to  Orem  and 
to  a  shelter  for  battered  women.  Provo 


WORDPERFECT  CEO  ASHTON:  THERE'S 
NOT  MUCH  TURNOVER  IN  UTAH 


funded  a  $30  million  office  park 
Novell;  Dynix  Inc.,  the  top  produce 
library  software;  and  others. 

Unlike  Silicon  Valley,  where  n 
engage  in  cutthroat  competit 
Utah's  software  companies  help 
another.  Dynix  President  Paul  K 
lirowsky,  for  example,  got  startup 
vice  from  Ash 
and  Novell  Ch 
man  Raymond 
Noorda.  Word 
feet  sells  F 
Corp.'s  produ 
and  Dynix  recc 
mends  Novell's  t 
ware  to  libr: 
customers. 

This  unusual  si 
ing  comes  from 
area's  close  ties 
the  Church  of  Je; 
Christ  of  Latter-( 
Saints.  The  Morn 
way  of  life  is  S( 
ware  Valley's  cor 
rate  culture 
Mormons  place 
huge  emphasis 
education.  And  I 
members  want 
live  in  Zion,  so  th 
IS  little  job  turnovi. 
"In  Silicon  Vail 
people   jump  s 
and  take  their  id< 
with   them,"   sa  i 
Ashton.  "We've  kt 
our  technicians  a 
built  on  their  wea^ 
of  experience." 

Mormons  emp 
size  clean  living  a: 
family  life,  which 
tract  outsiders 
well.  Growing  numbers  are  drawn 
the  outdoor  lifestyle,  lack  of  crime  a 
drugs,  and  relatively  low  cost  of  livii 
But  growth  also  means  increased  hoi] 
ing  prices  and  more  congestion 
pollution.  WordPerfect,  Novell,  a 
others  now  compete  head-to-head  wi 
giants  such  as  Microsoft  Corp.  and  IE 
and  are  moving  into  foreign  market 
too.  That  in  turn  fuels  a  cycle  of  mo 
attention — and  growth.  For  better  i 
worse.  Software  Valley  is  changir 
from  an  inbred  Mormon  community 
an  international  software  center. 
By  Sandra  Atchison  in  Provo-Orem,  Utc 
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We're  putting  $100,000 
on  the  line  to  prove  Astra  SP 
will  improve 
your  bottom  line. 


rcnase  an  Astra  SP 
and  if  your  bottom  line 
doesn't  improve,  we'll 
give  you  $100,000. 

We're  so  convinced  that 
the  new  Astra  SP  is  the 
right  business  nnachine  for 
/our  business  that  we  are 
/villing  to  make  you  this 
3ffer.  Why  are  we  so  con- 
ident?  Because  in  today's 
xjsiness  environment 
where  operating  expenses 
:ontinue  to  be  a  critical 
'actor  in  achieving  "bottom 
iHe"  objectives,  Astra 
jngineers  designed  the  Astra 
jF'  for  you.  It's  an  aircraft 
ftat  ' 


ange  and      short-field  perfor- 
nance  at  an  operating  cost  that's  so 
ompetitive  it  will  even  make  your 
;hief  Financial  Officer  smile.  So.  to 
rove  our  point,  if  your  bottom  line 
as  not  improved  after  the  first  full 
iscal  year  from  the  time  you  take 
eJivery  of  a  new  Astra  SP  from  us, 
/e'll  give  you  $100.000(U.S.). 
•elivered  in  a  nice  leather  briefcas'e. 


Your  global 
office  in  the  sky 

In  this  rapidly  changing  world  of 
global  business,  you  also  need  to  con- 
sider a  business  jet  that  can  give  you 
access  to  worldwide  marketplaces. 
Once  again,  Astra  SP  is  the  right 
choice.  Its  unequalled  performance 
and  range  is  a  triumph  of  design 
'finesse  over  brute  power  And  Astra  is 
so  aerodynamically  efficient,  it 
offers  the  highest  operating  ^ 
speeds  in  its  class.  In  fact, 
Astra  """'^^^^fc.^^B^ 
already  has  ^^^3HHB 
33  world  speed  ^^^^^^^L 
to  its  ^^^B^^^ 

credit. 

So,  when  you're     '  ^'^'i^ 
considering  the  pur-  ^ 
chase  of  a  new  business  jet,  ® 
here's  a  key  fact  to  remember: 


you'll  have  to  spend  at 
least  $7  million  more  to 
match  the  performance 
and  versatility  of  an 
Astra  SP 

It  all  comes  down 
to  the  bottom  line 

Astra  SP  is  the  best  kept 
secret  in  the  industry  And 
with  good  reason.  Because 
Astra  gives  you  a  level  of 
high-speed,  long-range  and 
short-field  performance 
that  the  competition 
never  wants  to  talk  about. 
A  level  of  performance  that  will 
improve  your  bottom  line,  and 
we're  willing  to  put  up  $100,000 
to  prove  it.  Now,  that's  an  offer 
you  can't  refuse. 

For  the  details  and  effective 
dates  of  our  $100,000 ,  offer  write 
or  call  our  President,  J 
Roy  E.  Bergstrom,  m 
at  609-987-1125  Ji  or  fax  us  on 


WjJ  your  business 
\,  letterhead  at 
609-987-8118  and  we'll  be 
pleased  to  send  you  the  details. 


ASTRA 

Leadership... by  design 
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NO  matter  where  or  how  you  do  your  thinking, 
there  is  an  IBM  ThinkPad™  waiting  to  go  with 
you.  The  ThinkPad  700  series  is  a  breathtaking 
display  of  form  and  function,  with  486  SLC 


Introducing 


ThinkPad 


The  ThinkPad  700.  Featuring 
Trackl'oinl  II. 


The  ThinkPad  300.  Your  ideas 
in  64  crisp  shades  of  gray. 


25  MHz  power,  an  available  50/25  MHz  processor 
upgrade,  the  largest  10.4-inch  TFT  256-color 
screen  (or  a  9.5 -inch  64  grayscale  monochrome 
screen)  and  style  to  spare.  If  you  like  to  think  under 
a  tree  but  know  that  money  doesn't  grow  on  one, 

the  ThinkPad  300 
series  has  the 
same  slim  design 
and  an  even 
slimmer  price  tag. 
And  all  ThinkPads 
lllini  i»iiii<ii.i<iil!i!i  'li'.W.i    are  expandable, 

with  a  range  of  add-on  products  available. 

IBM  ThinkPads  are  easy  on  the  eyes  in  more 
ways  than  one.  Immediately  apparent  is  their 
attractive  silhouette.  But  their  beauty  extends  far 
beyond  the  superficial.  The  700  series  screens  rival 
desktop  display  clarity.  All  screens  are  eminently 


"Warranty  information  available  from  the  Personal  Systems  HelpCenter  or  an 
IBM  authorized  dealer  700T  warranty  is  available  m  the  U  S  A  and  Canada  only  IBIvl  is 
a  registered  trademark  and  ThinkPad,  HelpWare  and  HelpCenter  are  trademarks  of 
International  Business  Machines  Corporation  ©  1992  IBM  Corp 


Use  it 


readable  and  adjustable.  In  fact,  everything  about 
the  ThinkPad  is  engineered  to  make  life  easier, 
ln»m  the  lull-size  keyboard  to  the  Iront-loading 
diskette  drive.  Some  even  have  removable  bard 
disks  lor  easy  uj)grades,  security  and  virtually 
uidimited  storage. 


ThinkPad     Model  700C 

Model  700 

Model  300 

Processor 

486  SLC/25  MHz 

486  SLC/25  MHz 

386  SL/25  MHz 

Display 

10.4" 
Active  Matrix 
256  Color 
Screen 

9.5"  Monochrome 

Lrf*  1  o  f-J  1  ay 

64  Grayscale 
Screen 

9.5"  Monochronne 

64  Grayscale 
Screen 

Battery 

Life' 

2-4  Hours 

3.8-75  Hours 

4-10  Hours 

Weight 

76  Lbs. 
with  Battery 

6.5  Lbs. 
with  Battery 

5.9  Lbs. 
with  Battery 

Warranty 

3  Years 
(International) 

3  Years 
(International) 

1  Year 
(International) 

Price'* 

$4,350 

$2750 

$2,375 

'Depending  on  usage  and  configuration  "MSRP  Dealer  prices  may  vary 

With  the  ThinkPad  700.  we  didn't  just  build 
a  better  mousetrap,  we  built  a  better  mouse.  The 
TrackPoint  II,  perfectly  situated  in  the  keyboard, 
lets  you  command  the  entire  screen  with  one 
fingertip. 

And  every  ThinkPad  comes  with  IBM 

HelpWare— a  unique  package  of 
service  and  support  featuring  an 
international  warranty*  and 
round-the-clock,  toll-free  phone 
assistance.  For  more  information 
or  an  IBM  authorized  dealer  near 
you,  call  our  Personal  Systems 
HelpCenter"'24  hours  a  day,  7  days 
a  week  at  1  800  772-2227. 
^\  herever  you  use  it, ThinkPad  will  put  your  mind 
in  a  whole  new  place. 


ou  think  best. 


in  the  shadow  of  Coming's  own  R&D 
operations.  Ultimately,  that  could  help 
Corning  get  new  ideas  to  the  market 
faster.  "This  is  my  outside  research  de- 
partment," says  Ecklin.  "We're  taking  a 
close  interest  in  these  companies." 
'COMMON  THREADS.'  None  of  America's 
emerging  hot  spots  are  immune  from 
cold  economic  winds.  Giants  such  as  IBM, 
a  major  player  in  several  growth  corri- 
dors, are  shedding  workers,  and  cuts  in 
defense  spending  are  forcing  some  high- 
tech companies  to  redouble  their  efforts 
to  ex[)an(l  commercial  sales.  Cuts  in  uni- 
versity funding  also  loom  as  a  challenge. 

But  the  growth  corridors  are  display- 
ing great  resiliency  in  responding  to 
these  pressures.  Laid-off  workers  are  of- 
ten aljsorbed  by  nearby  companies,  and 


public  universities  are  turning  to  deeper 
embraces  with  the  private  sector  to  com- 
pensate for  state  budget  cuts. 

In  the  end,  the  success  of  these  new 
centers  may  redefine  the  very  nature  of 
universities,  companies,  and  govern- 
ments. The  traditional  image  of  the  uni- 
versity as  "a  place  where  the  500th  com- 
mentary on  Shakespeare  is  written," 
says  the  University  of  Minnesota's 
Buchwald,  is  being  shattered.  Corpora- 
tions, accustomed  to  arm's-length  rela- 
tionships, are  watching  their  assump- 
tions crumble  as  rivals  forge  close 
alliances  with  schools  and  entrepre- 
neurs. "There  are  common  threads," 
says  Coming's  Ecklin.  "You  need  in- 
dustry, universities,  and  government 
sponsorshi]).  And  you  need  venture  capi- 


tal. Those  are  the  legs  of  the  s 
On  that  stool,  around  the  cou 
Americans  are  building  companies  ii 
economies  capable  of  withstanding  '-^ 
sures  at  home  and  competing  int 
world.  While  Washington  is  enmeshfj 
political  and  ideological  gridlock,  thtjh 
spots  are  cross-pollinating  one  an(!" 
with  ideas  for  growth.  As  national 'k 
cymakers  hunt  for  an  approach  t<': 
tooling  America's  economy,  they  k 
not  have  to  look  to  Japan  or  Genl 
for  solutions.  They  might  try  lookiiT 
further  than  their  own  backyards.  ! 

By  Kerin  Kcllij  in  Minneapolis, 
Joseph    Weber  in   Pli ilctdelphia. 
Friend  in  Austin,  Sandra  Atchison 
Lake  City.  Gail  DeGeorge  in  OrlanckA 
W'illinin  ./.  Holstein  in  Corning,  N.  Y. 


THE  BIOTECH  BOOMLET  A  FEW  MILES  FROM  PHILLY 


lobody  planned  Medical  Mile,  a 
stretch  of  U.  S.  Route  202  west 
I  of  Philadelphia  that's  home  to 
30  biotech  and  medical  startups.  But  all 
the  ingredients  were  there.  Take  a  ma- 
jor concentration  of  big  drug  compa- 
nies looking  for  fresh  ideas.  Add  a  cou- 
ple of  universities  and  research 
institutions.  Offer  a  high 
quality  of  life.  Make 
startup  capital  available. 
And  presto! — you  attract 
the  best  and  brightest. 

The  result  is  companies 
such  as  Magainin  Phar- 
maceuticals Inc.  in  Plym- 
outh Meeting,  which  is 
working  on  a  new  gener- 
ation of  anti-infection 
drugs  to  succeed  antibiot- 
ics. A  dozen  miles  away, 
a  former  Du  Pont  Co.  re- 
searcher has  set  up  a 
company  called  Cephalon 
in  West  Chester  to  work 
on  new  drugs  for  neuro- 
degenerative disorders 
such  as  Lou  Gehrig's  dis- 
ease. Some  startups,  such 
as  Centocor  Inc.  run  into 
trouble,  but  new  faces  keep  emerging. 
DRUG  LORDS.  These  newcomers  have 
opted  against  costlier  biotech  havens 
on  the  West  Coast  to  be  near  the  drug 
industry's  biggest  players.  Major  labs 
of  Merck,  Rhone-Poulenc  Rorer, 
SmithKline  Beecham,  the  Wyeth- 
Ayerst  Laboratories  unit  of  American 
Home  Products,  and  Johnson  &  John- 
son's McNeil  Pharmaceutical  subsid- 
iary all  dot  the  suburban  Philly  area. 

The  symbiosis  between  big  and  small 
is  crucial.  The  upstarts  want  to  be 


close  to  the  giants  that  may  someday 
market  their  products  or  become  joint- 
venture  partners.  Already,  scientists  at 
several  biggies  are  experimenting  with 
Magainin's  promising  drug  compounds 
synthesized  from  the  immune-system 
substances  of  frogs  and  sharks. 
The  majors,  of  course,  are  fertile 


MAGAININ  FOUNDER  ZASLOFF:  FINDING  NEW  CURES  IN  FROGS  AND  SHARKS 


sources  of  talent.  Zynaxis,  whose  novel 
molecules  may  help  make  drugs  more 
effective  against  cancer,  was  founded 
by  a  group  of  senior  SmithKline  scien- 
tists and  is  run  by  a  veteran  of  Ameri- 
can Home.  And  top  business  and  scien- 
tific staffers  from  SmithKline  and 
Rhone-Poulenc  have  gambled  on  taking 
jobs  with  Magainin,  partly  because 
they  didn't  have  to  move.  "That's  very 
important  for  a  very  established  guy," 
says  Magainin  founder  Dr.  Michael  A. 
Zasloff.  "Should  he  not  like  the  start- 


up, he  can  find  his  way  back  to  a  \ 
company."  |j 
Equally  important  is  closeness 
top-flight  medical  institutions.  PI 
boasts  five  medical  schools  that  jr 
handy  for  clinical  testing  of  drugs  | 
as  fertile  sources  of  skilled  works 
Zasloff,  for  instance,  left  a  gene? 

post  with  the  National^, 
stitutes  of  Health,  i 
hours   to   the   south  r 
Maryland,  to  take  job,4 
a  professor  at  the  Uni^^ 
sity  of  Pennsylvani 
medical  school  andi! 
chief  of  genetics  at  |t 
Penn-affiliated  Childr(| 
Hospital  of  Philadelp 
This  year,  he  quit  C 
dren's  to  work  full-t 
as  a  Magainin  execu 
vice-president. 

Like  most  hot  sp 
Medical  Mile  depends 
more  than  just  the 
vate  sector.  Startups  I 
efit  mightily  from  Pt 
sylvania's  Ben  Fran 
Partnerships,  which  1 
nel  seed  grants  and  e^ 
ty  investments  into  new  outfits, 
state  helps,  too,  in  education  and  tr 
ing,  going  so  far  as  to  open  a  sate 
campus  of  Pennsylvania  State  Uni' 
sity  just  off  Route  202.  And  now  a  < 
company  booster  group,  the  Tech 
ogy  Council  of  Greater  Philadelp 
makes  sure  entrepreneurs  meet  il 
elected  officials  regularly.  Without 
these  players,  Route  202  would  be  ^ 
another  bucolic  drive. 

By  Joseph  Weber  in  Plymo 
Meeting,  Pa 
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COVt 


Who  offers  long  term  care 
insurance  that  protects 
your  lifestyle  best? 


WORKERS'  COMPENSATION 


AT  STEELCASE,  INJURED  WORKER  BERENS  (LEFT)  COLLECTS  FULL  PAY  WHILE  SHE  RECUPERATES 


WORKERS'  COMP 
GOES  UNDER  THE  KNIFE 


Employers  and  states  are  findmg  ways  to  slash  runaway  costs 


ineteen  months  ago,  Gina  Bassel 
developed  carpal-tunnel  syn- 
drome while  working  as  a  check- 
out clerk  at  a  Vons  Cos.  supermarket  in 
Los  Angeles.  Today,  Bassel  is  still  await- 
ing surgery,  and  she  and  Vons  are  still 
haggling  over  her  case.  Better  off  is 
Patricia  Berens,  who  suffered  a  similar 
wrist  injury  while  making  office  furni- 
ture for  Steelcase  Inc.  Five  days  after 
her  surgery  on  Sept.  23,  she  returned  to 
light  duty  cleaning  company  uniforms. 

Vons  recently  beefed  up  a  program  to 
curl)  workers'  compensation  expenses, 
but  its  experience  is  typical  of  the  prob- 
lems many  employers  face.  The  food 
chain's  workers'  comp  costs  have 
tracked  the  California  average,  which 
has  nearly  tripled  since  1982.  Steelcase, 
by  contrast,  has  saved  $4  million  a  year 
in  workers'  comp  claims  since  the  Grand 
Rapids  (Mich.)  company  began  its  re- 
turn-to-work program  in  1986.  Berens, 
who  collects  full  pay  while  she  recuper- 
ates, is  happy,  too.  "I  trusted  the  compa- 
ny's doctor,"  she  says. 
TRIPLE  TAB.  A  growing  number  of  em- 
ployers and  states  are  experimenting 
with  reforms  similar  to  those  at  Steel- 
case. Some  aim  to  defuse  the  adversarial 
relationship   that  plagues  workers' 


90  BUSINESS  WEEK/OCTOBER  19.  1992 


comp — efforts  that  may  become  more 
urgent  since  the  Americans  with  Disabil- 
ities Act  took  effect  this  summer  (page 
92).  Others  try  to  cut  costs  by  slicing 
benefits  to  injured  workers  or  by  setting 
up  managed-care  networks  (table). 

The  point  is  to  hold  down  the  nation's 
workers'  comp  tab.  It  has  nearly  tripled 
since  1980,  to  $70  billion  a  year,  accord- 
ing to  the  Workers'  Compensation  Re- 
search Institute,  an  insurance-industry 
group.  Indeed,  workers'  comp  has 
reached  crisis  proportions  in  a  half-dozen 


REINING  IN 
WORKERS'  COWIP  COSTS 

CALIFORNIA  Is  moving  toward  tightening 
the  definition  of  'mental  stress'  and  using 
managed-care  health  providers 

FLORIDA  Won't  let  doctors  make  refer- 
rals to  testing  labs  they  ov/n 

GEORGIA  Has  cut  payments  for  many  in- 
juries from  lifetime  to  under  eight  years 

MAINE  Facing  withdrawal  of  private  in- 
surers, wants  companies  to  self-insure 

OREGON  Has  more  claims  investigators 
and  uses  arbitration  to  cut  out  lawyers 


states.  In  Maine,  most  insurers 
left.  In  California,  Republican  Govt 
Pete  Wilson  called  a  two-day  specia 
sion  of  the  legislature  for  Oct.  8  t 
form  a  system  that's  driving  comp: 
away.  "Workers'  comp  is  the  No.  1 
ness  issue  in  this  state,"  says  Ste 
Chaudet,  a  spokesman  for  Lock 
Corp.  in  Calabasas,  Calif. 

Workers'  comp  was  created  as 
fault  system  to  give  injured  woJ 
medical  care  and  benefits  while  prq 
ing  employers  from  lawsuits.  To  foe 
bill,  employers  can  self-insure  or| 
coverage  from  an  insurer  or  a 
fund.  Despite  the  no-fault  nature  ol 
system,  employers  and  workers  stilf 
sue  one  another  over  issues  suc| 
which  doctor's  advice  is  better. 

Oregon  and  the  state  of  Washir 
are  leaders  in  the  drive  to  rein  in 
Both  have  done  so  by  forging  coal^ 
of  employers  and  unions.  These 
come  up  with  ways  to  reclaim  the| 
tern  from  lawyers  and  doctors,  wl 
ten  win  big  in  workers'  comp  case 
1990,  Oregon  set  up  a  medical-arj 
tion  system  that  bypasses  courts  ar 
lies  on  independent  panels  to  ru| 
cases.  In  1985,  Washington, 
doesn't  let  private  insurers  write! 
cies,  began  to  use  its  data  base  oi 
1.3  million  workers  it  insures  to  tl 
trends  in  injuries  and  help  emplj 
prevent  them. 

'DOCTOR-SHOPPING.'  The  results 
been  di-amatic.  Washington  has  turi 
$225  million  workers'  comp  deficit  i| 
$342  million  surplus.  Injury  claims  i| 
egon  have  fallen  by  17%'  since  199C 
employer  premiums  have  droppeJ 
nearly  30%.  The  savings  let  it  dj 
benefits  for  serious  injuries,  whiclf 
kept  unions  happy  despite  toi 
claims  standards.  "We  said,  enou^ 
this  phony-baloney,  mysterious  ailr 
doctor-shopping  bull,"  says  Bob 
rack,  executive  secretary  of  the  Oij 
State  Building  Trades  Council. 

Some  companies  are  adopting  sil 
tactics.  Steelcase,  for  instance,  has) 
to  foster  trust  in  three  staff  do 
through  an  employee  advocate  o| 
medical-review  board.  This  has 
avoid  medical  disputes.  Steelcase 
visors  keep  in  touch  with  recov 
workers  and  usually  invite  them  to  ' 
and  a  pep  talk  prior  to  their  returij 
suit:  Steelcase  has  cut  its  average 
cost  by  50%  ,  to  $2,.500. 

Other  employers  are  adopting 
stringent  reviews.  At  Weyerhaeusel 
a  staff  of  40  monitors  bill-payingi 
investigates  workers'  comp  claims,r 
follows  up  with  close  supervisicj 
treatment.  Rockwell  International 
in  Seal  Beach,  Calif.,  saves  $2  mill! 


UNUM. 
That's  who. 


UNUM.  You  benefit  fi-om  long  term  care 
plans  that  meet  your  personal  needs  or  the 
needs  of  current  and  retired  employees. 
Plans  designed  by  the  nation's  leading 
disability  insurer. 

UNUM.  You  preserve  an  independent 
lifestyle  because  your  benefits  can  pay  for 
a  wide  range  of  long  term  care  services, 
including  both  nursing  home  and 
home  care. 

UNUM.  Meeting  your  benefit  needs  with 
disability  plans,  specialty  employee  benefits, 
retirement  and  bng  term  care  plans. 


You  can  count  on  what  we  know. 

UNUM  Life  Insurance  Company  of  America,  Portland,  Maine  04122  (All  states  except  New  York) 
First  UNUM  Life  Insurance  Company,  Tarrytown,  New  York  10391  (New  York  state  only) 
©  19?2  UNUM  Corporation 

1-800-634-8026 
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year  simply  by  using  a  computer  pro- 
gram to  check  for  doctors  who  double- 
bill  through  both  workers'  comp  and 
regular  health  insurance. 

As  employers  search  for  help,  consul- 
tants and  health-care  providers  are  step- 
ping in  to  assist.  ProHealth  of  America 
Inc.  in  Neptune,  N.J.,  provides  such  cli- 
ents as  Exxon  Corp.  and  Federal  Ex- 
press Corp.  with  a  network  of  320  work- 
ers' comp  doctors  who  are  trained  in 
cost-control  methods  and  are  monitored 
to  prevent  excessive  treatment. 
'GRIDLOCK.'  FHP  International  Corp.,  a 
managed-health-care  company  in  Foun- 
tain Valley,  Calif.,  has  designed  a  sys- 
tem to  ensure  that  workers'  claims  are 
paid  promptly,  either  by  workers'  comp 
or  by  the  employer's  regular  medical 
plan.  FHP,  which  developed  the  system 
for  its  own  10,000  employees  in  1988, 
found  that  quick  payment  can  dramati- 
cally reduce  lawsuits — and  get  workers 
back  on  the  job  faster.  "If  you  break 
your  hand,  what  difference  does  it  make 
whether  it's  work-related?"  says  FHP 
Chief  Executive  Westcott  W.  Price  III. 
"The  important  thing  is  to  get  it  fixed." 

All  these  methods  may  be  needed  in 
California,  where  workers'  comp  costs 
about  507f'  more  than  the  national  aver- 


age, according  to  Rutgers  University  in- 
dustrial relations  professor  John  Burton. 
Court  and  regulatory  rulings  have  given 
employees  there  wide  latitude  to  file 
claims  for  job-related  injuries  and  men- 
tal stress.  This  has  helped  spawn  a 
growing  industry  of  doctors,  lawyers, 
chiropractors,  and  psychologists  who 
persistently  advertise  for  clients. 

A  solution  may  not  emerge  at  the  leg- 
islature's special  session.  Wilson  wants 
to  restrict  stress  claims,  limit  medical 
evaluations,  and  abolish  minimum  rates 
for  insurers.  The  Democratic-controlled 
legislature  wants  similar  measures, 
along  with  ones  to  combine  workers' 
comp  and  group  health  benefits  into  a 
unified  plan.  But  each  time  employers 
and  unions  get  close  to  a  deal,  heavy 
lobbying  from  lawyers  and  insurers 
blocks  it.  "It's  special-interest  gridlock," 
says  Gregory  Johnson,  a  workers'  comp 
specialist  at  benefits  consultant  William 
M.  Mercer  Inc. 

Workers'  comp  was  designed  to  re- 
move injuries  as  a  source  of  dispute  be- 
tween workers  and  employers.  If  re- 
forms reestablish  that  purpose, 
employees  and  companies  both  may  win. 

By  Eric  Schine  in  Los  Angeles,  with  Dori 
Jones  Yang  in  Seattle  and  bureau  reports 


I 


A  GIANT  lOOPHOL; 
CALLED  THE 
DISABILITIES  ACT  I 


Fred  Burke's  life  turned  into  d 
three  years  ago  after  he  rupi 
knee  while  working  as  a  ma ! 
mechanic  for  the  Warwick  (R.  I.)  .s  i 
trict.  The  injury  kept  him  on  work 
pensation  for  10  months,  until  Pud 
tor  said  he  could  return  to  woi 
when  the  doctor  warned  that  his  li 
be  a  continuing  problem,  the  scho( 
refused  to  keep  him.  Burke,  44,  h 
union  grievance  plus  a  complaint 
Education  Dept.  If  these  measure 
says,  he  will  file  a  complaint  unde  JW 
eral  Americans  with  Disabilities  Ai  'li 
(ADA),  which  took  effect  last  Jul  m 
officials  won't  comment.  Says  Bur 
lieve  that  the  ADA  applies  to  my  < 
Employers  may  soon  face  a  lo 
suits  from  injured  workers.  Beca 
gress  didn't  exclude  disabilities 
work  from  the  ADA,  the  new  law  h 
a  giant  loophole  in  workers'  comp 
The  ADA  requires  companies  wi  a! 


1 

The  Optical  Drive. 

POWERED  BY  The  SoDy  Magneto  Optical  Disk  Drive  makes  a  sizeable  contribution  to  the 
i  MOTOROLA  j  ^.^.^jg  world  by  storing  huge  amounts  of  data  in  a  small  amount  of  space— and 
transferring  volumes  of  informaHon  in  milUseconds. 


Ilieo 


Molftri'ia  and  thr  arc  n-yi'-lerciJ  Iradrmarks  of  Motorola,  Itic  All  brand  and  product  n 
(i-im:  Miilinola  !n<    All  r/t;/iK  re-^rrwd 


ncs  appearing  tn  Ihi^  ad  are  regf-tered  trademarks  or  trademarks  of  their  rf>pe(tive  holder^.. 
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srs  to  take  all  "reasonable" 
commodate  the  disabled.  If 
employees  can  sue — which  is 
under  workers'  comp. 
al  Employment  Opportunity 

(EEOC),  which  enforces  the 
ly  issued  guidelines  on  when 
iplies  to  workplace  injuries, 
ijury  must  result  in  a  perma- 
ity.  A  broken  leg  that  heals 
sn't  covered,  but  one  that 
ficantly  longer  to  heal  or 
rmanent  limp  would  be.  "Rea- 
eps  required  of  an  employer 
ie  putting  workers  on  light 

a  vacant  position,  altering 
tables,  or  chairs,  or  even  hir- 
?tant  for  the  blind.  "Reason- 
Tiodation  must  be  done  on  a 
I  basis,"  says  Christopher  G. 
:0C  lawyer  in  charge  of  ADA 
rhat  drives  employers  nuts, 
le's  situation  is  different." 
,  All  this  is  light-years  away 
vay  employers  tend  to  deal 
rs'  comp.  Many  refuse  to  re- 
s  who  aren't  100%  capable  of 

jobs.  Others  shun  workers 
)ry  of  injuries  so  the  compa- 
ice  rates  won't  rise.  Both  re- 

ADA  violations,  says  Bell. 


FRED  BURKE  MAY  USE  THE  1990  LAW  TO  TELL  IT  TO  A  JUDGE 


And  both  ignore  a  key  point:  Comply- 
ing with  ADA  rules  may  help  cut  workers' 
comp  costs.  Last  year,  for  example,  the 
Community  Hospitals  of  Central  Califor- 
nia (CHCC)  set  up  an  aggressive  return-to- 
work  program  modeled  on  ADA  guide- 
lines. A  rehabilitation  nurse  monitors 
each  case  and  works  with  employee  and 


doctor  to  determine  what  job 
the  worker  can  do.  CHCC  en- 
courages managers  to  modify 
work  and  use  injured  workers 
for  temporary  jobs.  The  result: 
CHCC's  average  workers'  comp 
claim  has  fallen  from  $1,030  in 
1990  to  $285  today.  Its  overall 
workers'  comp  expenditure, 
which  hit  $2.7  million  two  years 
ago,  may  fall  to  $1  million  this 
year.  "We  believe  the  ADA 
goals  are  conducive  to  working 
well  with  employees  on  work- 
ers' comp,"  says  Richard  Lord, 
CHCc's  benefits  manager. 

The  ada's  goal  is  to  help  the 
disabled  to  work.  Since  some 
workers'  comp  reforms  share 
that  aim,  the  ADA  may  only 
force  employers  to  pursue 
their  best  interests.  In  any 
case,  those  who  don't  comply 
could  face  a  mountain  of  lawsuits. 
"Many  employers  don't  want  to  keep  a 
person  who  files  for  workers'  comp," 
says  Michael  J.  Lotito,  an  ADA  expert  at 
Jackson,  Lewis,  Schnitzler  &  Krumpan,  a 
Washington  management  law  firm.  "But 
the  ADA  won't  let  you  do  that  anymore." 

By  Aaron  Bernstein  in  New  Y'ork 


The  Focus. 


rhe  optical  disk  drive's  high  speed  read/write  mechanism  is  directed  by  Motorola's  lightning 
'ast  DSP56001  chip.  From  disk  drives  to  cameras,  the  world's  most  innovative  products  are 
cowered  by  Motorola. 

M)  MOTOROLA 

Microprocessor  and  Memory  Technologies  Group 
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BANKING  I 


JUMPING  INTO 
THE  CREDIT  GAPS 


Loan-shy  banks  lose  out  to  finance  companies  and  foreign  lenders 


It's  as  if  the  bank  loan  officer  has 
become  an  endangered  species. 
Banks  across  the  U.  S.  have  been 
sharply  reducing  their  business  lending. 
Ask  bankers  why,  and  you'll  get  a  long 
song  of  woe:  Customers  are  shedding 
debt.  The  slow  economy  has  squelched 
borrowers'  confidence.  Regulators  are 
peering  over  bankers'  shoulders  to  en- 
sure that  they  make  only  risk-free  loans. 


the  credit  gaps.  Even  securities  firms 
have  been  quick  to  seize  new  business. 
Merrill  Lynch  &  Co.  currently  has  $700 
million  in  loan  commitments  to  small  and 
midsize  businesses.  That's  up  107(  from 
last  year. 

The  rush  of  new  players  into  the  lend- 
ing market  raises  disturbing  questions 
about  whether  many  banks,  when  they 
decide  to  get  back  into  lending,  will  be 


trial  loans  by  banks  have  fallen  alio 
$50  billion  (chart). 

But  while  banks  insist  that  nid 
their  good  customers  don't  want  lu 
nonbank  lenders  claim  there  are  pn 
of  needy  borrowers,  especially  smala 
midsize  companies.  Those  customer:a 
taking  their  business  elsewhere,  a 
Gary  A.  Stephens.  The  chief  fin;  ■ 
officer  of  Color  Associates,  a  Si.  U, 
based  color  separator,  found  many  n 
banks  tightening  standards  as  luiiL-si 
as  1989  when  loan  problems  began  x 
ping  up  in  the  banking  industry, 
arrangements  with  our  banks  wen 
really  fair,"  Stephens  recalls.  Colo: 
sociates'  two  local  banks  were  cha: 
three  points  over  prime,  he  says 
heavily  collateralized  loans. 
LOWER  COST.  That's  when  Step 
turned  to  Merrill  Lynch  for  some 
borrowing  needs.  Nowadays,  Merril 
vides  a  line  of  credit  for  working  c; 
and  equipment  finance,  while  Boati 


'10 


Don  L.  Gevirtz  just  listens  to  the  com- 
plaints and  grins.  For  the  chairman  and 
chief  executive  of  Foothill  Group  Inc.,  an 
up-and-coming  commercial  finance  com- 
pany, what  many  observers  see  as 
banks'  excessive  caution  and  reluctance 
to  lend  spells  opportunity.  Los  Angeles- 
based  Foothill  has  a  record  backlog  of 
millions  in  approved  loans  awaiting 
funding.  "Companies  that  used  to  deal 
only  with  banks  are  getting  turned  down 
on  their  renewals,  so  they  come  to  us," 
Gevirtz  says.  "Businesses  don't  have 
much  of  a  chance  to  borrow  from  banks 
anymore." 

EAGER  LENDERS.  While  the  crisis  in 
American  banking  may  be  easing  and 
profits  going  up,  bankers  are  losing  an 
increasing  share  of  their  bread-and-but- 
ter business — the  corporate  loan  market. 
A  host  of  eager  lenders,  including  fi- 
nance companies  such  as  Foothill  and 
foreign  bunks,  are  increasingly  calling 
on  both  small  and  large  businesses  to  fill 


able  to  recapture  one  of  the  few  lucra- 
tive profit  centers  they  have  left. 
"Banks  are  cutting  themselves  off  from 
relationshipsi  with  their  core  customers," 
warns  Eldridge  F.  Gray  of  Hillcrest 
Partners,  a  Wall  Street  boutique  that 
packages  and  sells  banks'  loan  portfolios 
to  investors.  "Once  the  dust  settles,"  he 
says,  "they  may  have  a  hard  time  re- 
building" those  ties. 

True,  the  anemic  economy  has  put  a 
big  damper  on  corpo- 
rate loan  demand.  Total 
business  credit  has  re- 
mained flat  since  the  re- 
cession began  in  mid- 
1990.  With  interest 
rates  at  30-year  lows, 
borrowers  have  raised 
$45.4  billion  in  the  capi- 
tal markets  to  pay  off 
bank  debt  since  the 
first  quarter  of  1990. 
Commercial  and  indus- 
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National  Bank  handles  the  comp 
other  financial  needs,  such  as  cash 
agement.  Stephens  says  his  corrles 
lowered  its  cost  of  funding  to  primt 
1'''  when  he  made  the  switch  to 
lenders  three  years  ago. 

Finance  companies,  which  special 
higher-risk  businesses  such  as  e 
ment  finance  and  accounts-recei 
lending,  have  been  especially  aggre: 
While  many  have  been  hurt  by  the  i 

"I  sion,  most  have  pn  uJet 
ed  themselves  by 
stering   their  ca 
base    and  impc 
tougher  terms  for 
rowing.  Many  are  |ve, 
good  position  to  bi; 
sets  that  banks 
shedding,  such  as  brr 
$900  million  in  e  lisfjf( 
ment  loans  that 
ciates  Corp.  of  I 
America,  a  Ford  B  (,(• , 


AUG. 


sidiary,  bought  from  Chase  Man- 
Corp.  Finance  companies,  says 
rd  &  Poor's  analyst  Richard 
"have  fjone  from  competinj); 
3  banks  to  being  able  to  pick  and 
among  old  bank  customers." 
gn  banks  are  also  making  deeper 

into  the  domestic  loan  market. 

Reserve  figures  show  that  for- 
nks'  share  of  U.  S.  commercial 
ustrial  loans  rose  from  417'  in 
45%  at  the  end  of  1991,  with  no 

slackening.  This  year,  for  the 
ne,  an  annual  survey  of  1,200 

S.  corporations  by  consultants 
ich  Associates  found  that  the  av- 
ampany  maintains  ties  with  more 
banks  than  with  domestic  banks, 
.tions  increasingly  regard  foreign 
ons  as  their  "core"  banks.  With 
ik  Tokyo  stock  market  taking  a 
Japanese  banks'  capital,  strong 
m  banks  are  gaining  ground, 
found  a  bit  of  a  vacuum  to  fill" 
large-corporation  market,  says 
)her  W.  Roberts,  head  of  Credit 

U.  S.  operations. 


INVESTMENT  BANKING  I 


lurse,  U.  S.  banks  haven't  given 
ommercial  lending.  NationsBank 
s  in  North  Carolina  "have  seen  a 
lOticeable  upturn  in  commercial 
:ivity  in  the  last  60  days,"  says 
ilvans,  executive  vice-president  of 
rlotte-based  superregional.  Even 
ssed  New  England,  Bank  of  Bos- 
p.  has  managed  to  book  $1  billion 
commercial  loans  since  May — 
3  1991  pace. 

iders  of  American  banks  say 
30unce  back — and  will  be  stron- 
1  before.  "By  the  time  the  econo- 
s  up,  banks  will  be  better  capital- 
uch  more  liquid,  and  strongly 
tive,"  argues  analyst  Fred  W. 
ey  of  Fitch  Investor  Service. 
;old  comfort,  though,  to  today's 
jrrowers — who  may  by  then  be 
sfied  customers  of  other  lenders. 
ike  McNamee  in  Washington,  with 
<  Smith  in  Boston,  John  Meehan  in 
-k,  and  Karen  Thurston  in  Atlanta 


THE  FINGERS  POINTED 
AT  SHEARSON 


Some  IPO  investors  charge  it  liid  bad  news  about  Computervision 


As  initial  public  offerings  go,  it 
was  hardly  an  easy  sell.  Compu- 
tervision Corp.,  the  tattered  re- 
mains of  Prime  Computer  Inc. — taken 
private  in  a  1989  leveraged  buyout — was 
mired  in  a  three-year  string  of  losses 
and  expected  yet  another  loss  for  the 
(luarter  ending  Sept.  27.  The  IPO,  $600 
million  in  combined  equity  and  debt,  was 
launched  on  Aug.  14,  a  time  when  the 
market,  especially  for  high-tech  issues, 
was  depressed.  But  Shearson  Lehman 
Brothers  Inc.,  a  unit  of  American  Ex- 
press Co.  and  the  lead  underwriter,  was 
so  determined  to  take  the  Bedford 
(Mass.)  software  company  public  that  it 
twice  lowered  the  offering  price,  from 
$19  a  share  to  $12,  and  added  two  weeks 
to  its  sales  push  to  lure  investors. 

Investors  who  succumbed  to  Shear- 
son's  pitch  are  likely  kicking  themselves. 
On  Sept.  29,  a  mere  45 
days  after  the  IPO, 
Computervision  an- 
nounced that  its  reve- 
nues and  operating 
[irofits  would  be  "sub- 
stantially below"  the 
company's  plan.  The 
next  day,  its  stock  fell 
0V4  to  6  and  later  to 
51/2,  the  ninth-largest 
decline  in  the  past  12 
months  among  ipos 
priced  at  $10  or  above, 
according  to  data 
from  Investment  Deal- 
ers' Digest  Informa- 
tion Services  Inc. 

Investors  are  plenty 
angry  at  Computervi- 
sion. But  most  of  their 
ire  is  aimed  at  Shear- 
son.  The  firm's  inter- 
est in  the  deal  was  much  more  than  that 
of  an  underwriter.  It  had  helped  finance 
J.  H.  Whitney  &  Co.'s  $1.3  billion  acquisi- 
tion of  Prime  with  a  $500  million  "tempo- 
rary" loan.  Unable  to  refinance  the  debt 
in  the  sagging  junk  market,  it  ended  up 
with  the  liability  on  its  balance  sheet.  In 
1990,  Shearson  obtained  two  seats  on  the 
board  of  Prime's  parent  company  in  ex- 
change for  extending  the  repayment 
terms  of  its  loan.  "Shearson  was  desper- 
ate to  get  out  of  the  situation,"  says 
George  E.  Lee,  a  bond  analyst  at  Duff  & 
Phelps/MCM  Investment  Research  Co. 


"They  were  determined  to  get  the  deal 
off  their  books  at  any  price." 

Shearson  is  now  the  target  of  10  law- 
suits in  U.  S.  District  Court  in  Boston  by 
Computervision  investors  that  allege 
that  the  firm  had  a  conflict  of  interest, 
that  it  knew  bad  news  was  coming  but 
did  not  disclose  it  in  the  prospectus. 
"There  was  nothing  sudden  about  any  of 
this,"  says  Richard  D.  Greenfield,  a  Hav- 
erford  (Pa.)  attorney  representing  sever- 
al shareholders. 

'COMPROMISED.'  According  to  one  suit, 
"Shearson,  by  reason  of  the  fact  that 
certain  of  its  affiliates  were  creditors  of 
the  company,  had  a  powerful  motive  to 
effectuate  the  sale  of  the  shares."  As  a 
result,  the  suit  says,  "the  objectivity  of 
Shearson  as  an  underwriter  was  materi- 
ally compromised."  A  spokesman  says 
Shearson  "believes  the  suits  filed  are 
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without  merit  and  intends  to  contest 
them  vigorously."  In  an  Oct.  6  letter  to 
brokerage  managers,  the  firm  insisted 
that  it  was  "both  surprised  and  disap- 
pointed" by  Computervision's  announce- 
ment. Quoting  Computervision  execu- 
tives, the  letter  said  that  the  quarter's 
downturn  was  not  apparent  until  the 
very  end.  "About  70%  to  80%  of  its  or- 
ders (and  hence,  its  revenues)  are  tradi- 
tionally booked  in  the  last  two  weeks  of 
September.  After  Labor  Day,  when  the 
currency  crisis  hit  Europe,  customers 
froze  orders  and  spending,  quickly  and 
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INSURANCE! 


HOW  ARE  HAIR  SALOHS 
LIKE  LAW  OFFICES? 


Health  insurers  avoid  them.  But  new  state  laws  may  aid  workers 


When  Creative  Hair  Dressers 
Inc.  in  Falls  Church,  Va.,  a 
chain  of  350  East  Coast  sa- 
lons, was  recently  in  the  market  for 
health  insurance  for  its  5,000  employees, 
it  learned  some  of  the  hard  facts  of  in- 
surance underwriting  in  the  1990s.  In- 
suring itself  had  become  too  costly,  a 
change  that  had  prompted  Creative's 
search  in  the  first  place.  But  several  of 
the  nation's  biggest  insurance  companies 
refused  even  to  submit  bids 


reason  why  36  million  Americans  don't 
have  any  health  insurance. 

In  the  past,  insurance  redlining  was 
overlooked  by  most  states.  But  this  year 
alone,  16  states,  including  New  York  and 
California,  have  passed  comprehensive 
laws  mandating  that  insurers  offer  cov- 
erage to  all  businesses.  By  yearend, 
more  than  half  the  states  will  have  vari- 
ations of  antiredlining  laws  on  the 
books,  says  Edward  Neuschler,  director 


nble  Industries 


Ine 

tent,  and/or  '^■'^^•'\^^^,,,^\^ 
of  firms  are 


pni  hiah  employer 
present  ^^^^  ^q^. 


ave  v,nown  to  P'--  -  ^ider  age 

e  -'^-l!:    n    da.ms  sub--S;-.  ^^-^  ^^^^^ 


-^Sfor';r;S.  An  e.an.ple 


PccumnoNAL  usi 

A.  Ineligible  groups  ^ 
^Jhe  following  groups  are  ineliaih): 
-^^ult  Book  Stores  , 


are-. 


of  groups 


aria 


TS 


of  ihe  types 

Taverns  and  Uquor 

•^^^^'"'^S  Fishermen 
.  Conimeii-iai 

.  Divers  , 
.Enieruunmeniana^  . 


Stores 


is 
Mh 


Hotels 


alls 


sement  Groups 


.  Fniertainniti.  uusinesses 
•G-^^'fSR^edOccupat.ous 
.Hausty  >st  ana 


Long 


o.HaulTruck.n 


•^"''S  and  Dental  Groups. 


CVinic 


;s.  Hospitals. 


Medic; 


Motorcyc 


iiip^ 


Explosive  ManufeciurfngPf, 
s^xterminalors  ^ 

nd  Secui; 
Firms  ^ 


Agencies  a 


BUSINESSES  OFTEN  REDLINED:  "ONLY  THE 
HEALTHY  AND  THE  RISK-FREE  NEED  APPLY" 

for  the  salon's  business,  citing  its  high 
risk.  "There's  definitely  a  blacklist," 
complains  Terri  Beatty,  the  company's 
benefits  supervisor. 

That,  it  turns  out,  is  not  an  idle 
charge.  Many  businesses  these  days 
have  trouble  getting  health  insurance, 
because  disproportionate  numbers  of 
their  employees  have  poor  medical  his- 
tories. But  a  recent  study  reveals  that 
many  employers — law  firms,  medical  of- 
fices, bars,  restaurants,  and  hair  salons, 
among  others — often  are  flat-out  re- 
fused coverage  at  any  price  simply  be- 
cause of  the  business  they're  in,  regard- 
less of  their  workers'  health.  It's  a 
practice  known  a.s  insurance  redlining — 
the  rough  equivalent  of  the  bank  prac- 
tice of  refusing  to  make  loans  in  unde- 
sirable neighborhoods.  And  it's  a  major 


\ 
/ 


Ha'-  of.^ 
•  Pet^ ,  ,rp  teasing 

.  Enterta'^^ 


of  policy  development  for  the  Health  In- 
surance Association  of  America  (HIAA)  in 
Washington.  "We  know  there  are 
abuses,  and  they  need  to  be  fixed,"  says 
Paul  Cooper,  vice-president  for  health- 
care policy  at  Prudential  Insurance  Co. 
of  America.  But  critics  contend  that  the 
reforms,  though  helpful,  won't  totally 
expunge  redlining. 

CAST  OF  OUTCASTS.  The  extent  of  redlin- 
ing had  not  been  well  documented  until 
the  publication  of  a  study  last  March  by 
the  University  of  Michigan  School  of 
Public  Health.  It  showed  that  about  159^ 
of  the  nation's  small  businesses  are  in 
industries  routinely  blackballed  by 
health  insurers. 

Reasons  for  exclusion  include  high 
employee  turnover,  frequent  claims  sub- 
mission, many  older  employees  on  the 


payroll,  and  hazardous  working  ijnd 
tions.  Businesses  most  often  blacklil'. 
are  law  firms — considered  to  be  I 
gious — and  physician  groups — ci-^ 
ered  high  users  of  medical  care.  «t 
pariahs  include  employers  with  traqiei 
work  forces  such  as  hair  salons,  fei- 
restaurants,  and  taxi  companies, 
such  dangerous  businesses  as  lo;;; 
and  mining. 

Hair  salons  are  seen  as  posing  a  K 
threat  to  health  insurers,  the  t' 
found.  In  addition  to  high  emjj 
turnover,  they  employ  a  high  propi 
of  women  of  child-bearing  age  a 
gay  men,  who  pose  an  AID.S  risk 
the  healthy  and  the  risk-free  nee! 
ply,"  says  Catherine  G.  McLaughlii 
of  the  study's  authors  and  a  Univi, 
of  Michigan  economist. 
WE'ii  PASS.  Of  the  states  now  in.-- 
ing  reforms,  one  of  the  most  aggrt'_ 
has  been  Vermont,  where  957<  of  a 
ployers  are  businesses  with  fewer 
50  workers.  As  of  July,  the  stat 
quired  insurers  to  offer  coverage 
eryone — at  rates  based  on  underw 
risks  spread  over  all  policyholders  : 
state,  a  practice  called  communit; 
ing.  Because  all  policyholders  are  i 
same  pool,  businesses  v/ith  risky 
forces  are  able  to  buy  insuranc 
much  less  than  if  premiums  were 
on  employees'  medical  histories.  Bu 
miums  may  shoot  through  the  ro( 
low-risk  employers  who  had  been  p 
small  premiums.  Since  last  year,  th 
a  dozen  insurers  have  pulled  out  ol 
mont  in  response  to  the  law. 

Only  a  handful  of  other  states,  ii 
ing  New  York  and  Maine,  have  ad 
the  community-rating  approach, 
states  have  adopted  more  modera 
forms  advocated  by  the  hiaa  am 
National  Association  of  Insurance 
missioners  (NAIC).  These  reforms 
antee  that  small  employers  can 
health  insurance  regardless  oi 
health  of  their  employees  or  ind 
classification.  But  as  a  general  rule, 
permit  premiums  for  high-risk  bus: 
es  to  be  up  to  157'  higher  than  lo\ 
businesses  with  the  same  demograj 
"Availability  is  the  No.  1  issue, 
Kelleen  Jackson,  a  health-care  poli( 
alyst  at  the  National  Federation  of 
pendent  Business.  "But  affordabil 
what  small  business  is  looking  for 

While  applauding  the  reforms,  c 
claim  that  few  states  have  set  up  W'- 
ciently  strong  enforcement  mechai  f' 
to  police  antiredlining  laws  adequ: 
"It's  a  valid  concern,"  concedes  f'lp 
Feezor,  North  Carolina's  chief  d 
insurance  commissioner  and  an 
spokesman.  History  shows  all  too  cl 
that  blacklists  do  not  die  easily. 
Bi/  Michael  Schroeder  in  Washi 
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NFED  HANGS 
TO  A  LIFELINE 

uit  against  the  government 
evive  the  troubled  thrift 

phen  J.  Trafton  knows  a  lot 
)out  rescue  missions.  For  13 
;ars  beginning  in  1967,  while 
:  his  way  up  the  ranks  at  Seattle- 
ational  Bank,  Trafton,  now  the 
n  and  chief  executive  of  GlenFed 
s  a  member  of  the  Seattle  Moun- 
iscue  Council.  When  Trafton's 
vould  sound — alerting  him  that  a 
as  lost  in  Washington's  Cascade 
ins — a  helicopter  would  touch 
.top  the  bank's  skyscraper  to 
'rafton  off  to  join  in  the  search, 
more  than  200  rescues  in  the 
'  the  Northwest,  the  46-year-ol(l 
is  facing  his  most  daunting  mis- 
t:  salvaging  crippled  GlenFed. 
mdale  (Calif.)  thrift  lost  $120.9 
n  the  fiscal  year  ended  June  30. 
i  loans,  mostly  real  estate-relat- 
ailing  up  as  California's  economy 
hart).  Moreover,  GlenFed  is 
$400  million  shy  of  the  capital  it 
:>  meet  minimum  regulatory  re- 
nts. Recently,  GlenFed  revealed 
may  be  unable  to  make  a  $4.6 
interest  payment  to  bondholders 
irch. 

OUND  MAN.  GlenFed's  troubles, 
■,  aren't  all  of  its  own  making, 
tal  problems  stem  from  the  fed- 
'ernment's  decision  to  renege  on 
igreement  to  bolster  the  thrift's 
in  return  for  GlenFed's  willing- 
take  over  First  Federal  Savings 
Association  of  Broward  County, 
g  Florida  S&L.  GlenFed  sued 
ernment,  and  in  July  the  U.  S. 
3ourt  ruled  that  the  government 
cached  its  contract  with  Glen- 
i  must  pay  damages,  which  have 
e  specified.  The  government  has 
i.  If  GlenFed  prevails  in  the 
the  settlement  could  have  a  far- 
^  impact.  Some  250  thrifts  have 

capital  agree- 
vith  the  govern- 

Eighteen  are 

damages  over 
e  issue. 

'ed  has  attract- 
iderable  support 
mpanies  that  do 
5  with  the  gov- 
:.  The  thrift's  at- 
i  say  two  de- 
:ontractors  and 
tional  Chamber 
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of  Commerce  are  filing  friend-of-the- 
court  briefs  on  GlenFed's  behalf.  Sup- 
porters hope  suits  such  as  GlenFed's  will 
strengthen  vague  court  rulings  that  dic- 
tate when  the  government  must  pay 
damages  for  policy  changes  that  break 
contracts. 

Trafton  would  seem  an  unlikely  finan- 
cial wizard  to  pilot  GlenFed  through  its 
mounting  problems.  A  zoology  major  at 
Washington  State  University,  Trafton 
started  as  a  teller  at  Seattle-First  Na- 
tional in  1968.  After  leaving  Seattle  in 
1980,  he  embarked  on  a  career  in  the 
thrift  industry,  eventually  winding  up  at 
Goldome  in  1988  at  a  time  when  the 
Buffalo  thrift's  real  estate  loan  prob- 
lems were  worsening.  The  thrift  was  ul- 
timately seized  by  regulators  in  1991. 

But  by  helping  to  cut  costs  at  Gol- 
dome, Trafton  gained  a  reputation  as  a 
turnaround  specialist. 
Former  GlenFed  Chair- 
man Norman  M.  Coul- 
son  hired  him  as  chief 
financial  officer  in  1990 
to  help  save  the  thrift. 
In  March,  with  Glen- 
Fed's condition  worsen- 
ing, Coulson  handed 
Trafton  the  top  spot. 

Trafton  has  made 
some  progress.  After 
selling  off  the  thrift's  ti- 
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tie  insurance  business,  he 
is  litiuidating  GlenFed's 
real  estate  development 
arm.  Thanks  to  deep 
staff  reductions  and  oth- 
er cost  reductions,  oper- 
ating expenses  have  been 
cut  down  by  337'  since 
1990,  to  $308  million.  In- 
siders say  that  he  has 
even  begun  negotiations 
with  GlenFed's  bondhold- 
ers in  hopes  of  arranging 
a  debt-for-eciuity  swap  to 
boost  capital.  Trafton  has 
also  enlisted  the  aid  of 
Goldman,  Sachs  &  Co.  to 
find  an  outside  investor. 
So  far,  however,  he 
hasn't  had  any  luck. 

But  GlenFed's  future 
depends  most  on  the  out- 
come of  its  legal  dispute 
with  the  government.  As 
an  inducement  to  per- 
suade GlenFed  to  take 
First  Federal  off  regula- 
tors' hands,  the  govern- 
ment allowed  GlenFed  to 
put  $734  million  in  so- 
called  supervisory  good- 
will on  its  books.  That 
was  roughly  equivalent 
to  First  Federal's  nega- 
tive net  worth. 
ON  THE  BRINK.  The  sav- 
ings and  loan  bailout  law  of  1989,  howev- 
er, decreed  that  supervisory  goodwill 
from  such  purchases  should  be  eliminat- 
ed from  capital  calculations  by  January, 
1995.  As  part  of  the  phaseout,  GlenFed 
deducted  $100  million  in  goodwill  in  the 
quarter  that  ended  last  March  and  fell 
below  required  risk-based  capital  levels. 

With  the  U.  S.  Claims  Court  ruling  in 
hand,  Trafton  is  pressing  for  a  quick 
settlement.  He  argues  that  any  damages 
paid  by  the  government  would  pale  in 
comparison  to  the  cost  to  taxpayers 
should  GlenFed  fail.  Some  analysts  spec- 
ulate that  it  would  cost  regulators  $2 
billion  to  seize  the  thrift  and  pay  off  its 
depositors.  "A  settlement  in  the  range  of 
half  a  billion  dollars  would  completely 
remove  GlenFed  from  its  troubled  situa- 
tion," Trafton  says. 

But  the  government  may  not  be  as 
eager  to  settle.  With  other  thrifts  suing 
for  the  same  reason,  Sutro  &  Co.  analyst 
Campbell  Chaney  warns:  "If  the  govern- 
ment settles  with  GlenFed,  it  has  to  set- 
tle with  everybody.  That  makes  it  likely 
they'll  tie  it  up  in  the  courts." 

Trafton,  the  mountaineer,  likens  his 
predicament  to  standing  on  the  edge  of  a 
cliff  with  nothing  below  to  break  his  fall. 
Unfortunately,  all  it  takes  is  one  nudge 
from  the  government  to  send  him — and 
GlenFed — over  the  side. 

By  Amy  Barrett  in  Gleudale,  Calif. 
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We  hold  this  truth  to  be  self-evident:  that  American  business  must  adapt 
to  global  competition  m  the  new  world  economy.  How  it  must  change  is  just 
one  of  the  subjects  of  Reinventing  America,  the  fall  1992  bonus  issue  from 
Business  Week.  More  than  200  Business  Week  reporters  and  editors  have 
spent  eight  months  exploring  the  challenges  facing  America's  workers 
managers,  entrepreneurs  and  business  institutions.  And  through  their  analysis 
and  prescription,  America's  business  leaders  will  see  that  this  is  still 
the  land  of  opportunity.  Issue  date:  October  23rd.  m  ■i'i-i  fil^'i-'i  k  L'-Z'-^ 
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>w  Kodak  helps  you  compete  with  the  world. 


Worldwide  compcuiion  tor  credit  card  cus- 
ners  is  among  the  toughest  in  the  business,  and 
tibank",  with  over  30  million  MasterCard"  and 
SA"'  cards  circulating,  may  well  be  the  world  s 
gest  credit  card  operation.  Determined  not  only 
maintain  share  but  increase  it,  the  bank's  Sioux 
lis,  SD,  credit  card  subsidiary  concentrates  on 
ining  a  competitive  advantage  by  improving 
stomer  service.  That's  where  Kodak  helped. 


Kodak  optical  disk  "jukeboxes" 
organize  a  world  of  statements. 


"We  have  to  find  ways  to  answer  customer 
eds  faster,  and  more  conveniently  than  our 

competitors,"  says 
Citibank  manager 
David  Gardner. 
Citibank  mails 
out  1 . 2  million 
customer  state- 
ments each  day, 
d  gets  25,000  requests  a  day  for  duplicates, 
ley  needed  a  way  to  retrieve  the  information 
lickly,  and  make  readable  copies.  The  solution 
IS  a  system  that  includes  three  Kodak  optical 
5k  system  6800  automated  disk  libraries.  Better 


known  in  the  trade  as  "jukeboxes,"  each  library 
holds  50  Kodak  14-inch  optical  disks,  each  of 
which  holds  as  much  data  as  6800  ordinary  one- 
megabyte  floppy  disks.  Originally  concerned  that 
tliis  enormous  capacity  might  be  greater  than 
necessary,  the  company  has  long  since  filled  all 
three  libraries. 


Perfect  duplicates,  overnight  to  the  world. 


Printed  out  on  the  same  laser  printer  that  does 
the  original  statements,  the  quality  of  the  dupli- 
cates is  impeccable.  And  they  arrive  overnight. 
"If  we  send  a  statement  that's  crisper  and  cleaner. 


and  we  get  it  to  you  faster,  you're  more  likely  to 
use  our  service.  That's  what  the  service  busi- 
ness is  all  about,"  says  Gardner.  Indeed,  that's 
what  staying  competitive  is  all  about. 

Related  optical  disk  technology  is  also  behind 
the  new  Kodak  Photo  CD  System,  which  stores 
digitized  photographic  images  on  compact  discs 
for  easy  viewing  on  a  television  set,  or  manipula- 
tion on  a  computer  screen.  To  see  how 
Kodak  can  improve  your  business 
profile,  call  1  800  445-6325,  Ext.  950J. 


The  unsurpassed  quality  of  film  plus  the  convenience 

of  electronics:  KODAK  Photo  CD  products  put  this  powerful 

combination  where  you  need  it  most:  right  on  your  desktop. 

The  KODAK  Photo  CD  System  writes  35  mm  film  images  onto 
special  compact  discs  at  high  resolution,  with  Kodak 
software  that  lets  you  use  those  "digital  negatives"  in  desktop 
computer  applications.  To  see  how  Kodak  can  put 


imaging  to  work  for  your  business,  call  1  800  445-6325,  Ext.  950/. 


BY  GENE  G,  MARCIAL 

CLEANING  UP 
IN  THE  CLEANUP 
BUSINESS? 


The  unce-tantalizing  game  of  take- 
overs is  no  longer  in  vogue,  but 
some  pros  continue  to  engage  in 
tracking  down  potential  buyout  bait. 
Attwoods,  trading  on  the  Big  Board  at 
9  a  share,  looks  as  if  it  already  has 
three  strikes  against  it,  including  dis- 
appointing second-quarter  earnings.  So 
why  do  some  big  investors  think 
Attwoods  is  quite  a  steal?  Buyout 
buzzings,  of  course. 

Poor  results  reported  for  the  last 
quarter  should  have  been  ample  reason 
for  investors  to  scamper  away,  consid- 
ering the  market's  acute  sensitivity  to 
earnings  performance  nowadays.  And 
Attwoods  is  in  a  business  that  has  lost 
its  big  appeal  on  the  Street:  waste- 
management.  One  other  count  against 
Attwoods:  It  is  by  no  means  a  house- 
hold name.  As  a  British  company 
whose  operations  are  the  fifth-largest 
in  North  America,  it  is  trading  in  the 
U.  S.  through  American  depositary 
receipts. 

TAKEOVER  APPEAL.  No  matter,  insists 
investment  manager  Jim  Awad,  whose 
Awad  &  Associates  shepherds  more 
than  $100  million.  What  will  drive  the 
stock  up  is  the  company's  takeover  ap- 
peal. Laidlaw,  the  third-largest  solid- 
waste  management  company  in  North 
America,  owns  35%  of  Attwoods.  Awad 
has  been  accumulating  Attwoods  stock 
because  "it  makes  perfect  sense  for 
Laidlaw  to  buy  the  rest  of  Attwoods 
shares  at  its  current  price,"  he  says. 

William  Fisher,  an  analyst  at  Ray- 
mond James  &  Associates,  estimates 
that  Laidlaw  could  make  a  bid  of  about 
15  a  share,  in  cash  and  debt,  for  the 
remaining  65%  of  Attwoods.  Laidlaw's 
balance  sheet,  he  notes,  is  flush  with 
more  than  $130  million  in  cash — strong 
enough  to  help  finance  such  a  bid. 
Over  the  past  nine  months,  the  would- 
be  suitor  has  reduced  its  debt-to-capital 
ratio  from  477'  to  39%.  Laidlaw  also 
has  roughly  $700  million  in  unused 
credit  lines,  plus  $300  million  in  long- 
term  debt  financing.  Next  year,  Laid- 
law is  expected  to  generate  free  cash 
totaling  $100  million. 

Why  would  Laidlaw  want  to  acquire 
Attwoods?  Overseas  markets  offer  the 
best  potential  for  growth,  explains 
Fisher.  Attwoods  is  in  the  business  of 
collecting,  recycling,  and  disposing  of 


ATTWOODS:  A  REBOUND 
MAY  BE  IN  THE  fVIAKING 
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municipal,  commercial,  and  industrial 
waste  in  Britain  and  Germany  as  well 
as  the  U.  S.  So  by  acquiring  Attwoods, 
Laidlaw  will  get  a  sizable  foothold  in 
both  Britain  and  Germany. 

Integrating  Attwoods'  solid-waste 
services  with  Laidlaw's  hazardous- 
waste  disposal  expertise  in  the  cleanup 
of  toxic  waste  in  Germany,  says 
Brown,  "could  have  significant  earn- 
ings potential"  for  Laidlaw. 


A  DIZZYING  DOW 
SPOOKS  THE  BULLS 


What  do  the  market  charts 
show  in  the  wake  of  the 
Dow  Jones  industrials'  Oct. 
5  roller-coaster  swings?  Plenty,  say 
some  technicians  who  have  revised 
their  views.  "That  wild  show  was 
enough  to  turn  some  ferocious  bulls 
into  growling  bears,"  says  one  pro. 

That's  exactly  how  market  analyst 
Bernadette  Murphy  reacted.  She  was  a 
persistent  bull  all  year — until  the  Dow 
plunged  nearly  105  points  that  jolting 
Monday  morning.  Although  the  selling 
subsided  by  afternoon,  Murphy  was 
convinced  that  trouble  lies  ahead.  Her 
advice:  Sell. 

"The  market's  jarring  action  was  a 
signal  of  the  beginning  of  a  bear  mar- 
ket," says  Murphy,  chief  market  strat- 
egist at  the  investment  firm  M.  Kimel- 
man  and  a  regular  panelist  on  PBS's 
Wall  Street  Week  and  CNBC's  Money 
Wheel  program.  Murphy  warns  that 
the  Dow's  sharp  back-to-back  declines 
on  Oct.  2  and  Oct.  5,  sending  it  below 
its  previous  lows,  were  "significant 
negatives"  that  she  has  to  respect.  The 
Dow  dropped  to  3100  the  morning  of 


Oct.  5  but  closed  higher  at  3179  o 
21.61  points.  She  sees  the  Dow,  wiir 
closed  at  3152.25  on  Oct.  7,  falliri 
about  2920  in  four  months. 

But  Murphy  isn't  exactly  givin,  i 
on  all  stocks.  Several  are  showing  : 
"attractive  chart  patterns."  An 
them:  Duriron,  a  maker  of  co 
valves,  pumps,  and  filtration  syst 
which  has  fallen  from  28  a  shai 
May  to  22;  Marsh  &  McLennan, 
insurance  broker,  which  has  climb( 
88  from  71  in  April;  and  Union  Pa 
which  has  risen  to  52  from  46  sc 
this  year. 


A  'GOOD' 

CHOLESTEROL  PLAY^ 


Would  you  go  after  a 
that  has  fallen  65%  in 
two  months?  Well, 
people  are  buying  into  ChemTrak 
after  such  a  big  fall.  The  stock  plu 
to  31/2  a  share  in  June  from  10  in  / 
The  drop  was  caused  by  the  discd 
of  a  contamination  problem  in  C 
Trak's  only  product — the  AccuA 
Total  Cholesterol  Test,  a  dispo; 
handheld  kit  that  measures  a  per: 
cholesterol  level  within  minutes. 

The  company  says  it  has  elimir 
the  contamination,  resuming  shipn 
of  AccuMeter  to  its  distributors, 
stock  has  since  rebounded  to  1\ 
some  pros  started  buying  in. 

The  reason:  They  expect  Chem  ■ 
to  sign  a  marketing  deal  with  a  n 
drug  company  for  Europe  and  , 
Whispers  are  that  Merck  is  the  co 
ny.  ChemTrak  already  has  major 
keting  partners:  Bristol-Myers  Sc, 
is  ChemTrak's  distributor  for  the 
tor  market;  Boots  is  the  outlet  for 
ain;  A.  Menarini,  an  Italian  drug 
pany,  covers  Greece,  Italy,  Port 
and  Spain;  and  American  Home  1 
ucts  will  cover  the  U.  S.  over 
counter  market.  One  catch:  The 
has  yet  to  authorize  such  OTC  sal( 
Brian  Fernandez,  an  investr 
strategist  at  Volpe  Welty,  a  San  I 
Cisco  investment  bank,  expects  OTi 
proval  in  early  1993.  "That's  the 
event  for  AccuMeter,"  he  says, 
oratories  perform  250  million  chole 
ol  tests  in  the  U.  S.  each  year,  he  n 
The  AccuMeter  retails  for  $7  to  $1' 
test,  far  less  than  lab  tests,  says 
nandez.  Volpe  Welty  analyst 
Brown  says  ChemTrak's  results  ir 
next  two  years  will  only  scratch 
surface  of  its  potential.  It  will  sti 
in  the  red  this  year,  but  Brown  exj 
earnings  of  45$  to  50$  next  year. 
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Banyan  now  offers 
two  ways  to  get  enterprise 
wide  networliing. 


Traditional. 

For  years,  the  world's  largest  enterprise 
networks  have  run  on  Banyan  VINES." 
Banyan  is  the  leader  in  enterprise-wide 
PC  networking. 

Others  try,  but  none  can  equal  our 
ability  to  integrate  PCs,  minicomputers 
and  mainframes. 

This  is  because  VINES  was  built  for 
the  enterprise- not  the  workgroup.  Our 
enterprise  network  services  are  unified 
for  a  single  system  view,  creating  a 
network  that  is  infinitely  easier  to  use 
and  manage. 

In  fact,  independent  research  shows 
VINES  is  also  the  most  cost-effective 
network. 

Indeed,  no  matter  how  large  your 
VINES  network  becomes,  expense  will 
always  be  held  to  the  barest  minimum. 

This  effortless  expansion  is  made  pos- 
sible in  part  by  StreetTalk,"  the  industry's 
best  global  directory,  plus  enterprise- 
wide  services  such  as  administration, 
security  and  messaging,  which  speeds 
and  streamlines  network  tasks,  making 
network  managers  far  more  productive. 

Field-proven  and  perfected  over  nine 
years,  VINES  is  a  critical  component 
of  some  of  the  world's  largest  computer 
networks.  And  is  used  by  nearly  two 
million  eminently  satisfied  people. 

For  more  information  on  Banyan 
VINES,  call  1-800-828-2404. 


VINES 


Outrageous. 

Are  we  really  suggesting  loyal  NetWare" 
customers  turn  to  Banyan  to  fulfill  their 
dreams  of  enterprise-wide  networking? 

Absolutely! 

Introducing  ENS.  You  can  have  enter- 
prise network  capability  for  your  2.X,  3.X, 
and  4.x  workgroups  without  disrupting 
your  current  environment  or  budget. 

ENS  from  Banyan  is  not  a  network  oper- 
ating system.  It's  a  powerful  family  of 
unified  software  products  that  will  give 
users  and  managers  immediate  advantages: 

1 .  StreetTalk.  The  best  global  naming 
and  directory  system  available  anywhere 
-the  key  to  greatly  simplified  manage- 
ment and  ease  of  use.  2.  The  ability  to 
add  users,  access  profiles,  and  security 
data  all  at  once,  across  the  entire  network. 
3.  Single  system  integration  of  all  NetWare 
users,  regardless  of  network  revision -no 
upgrades  are  necessary. 

Outrageous,  yes,  but  what  potential! 
Products  that  will  turn  your  NetWare 
workgroups  into  a  true  enterprise-wide 
network.  A  whole  new  class  of  network 
capability  to  increase  your  IS  utilization, 
reduce  costs  and  increase  productivity. 
Don't  commit  to  any  upgrades  until 
you  have  assessed  ENS,  the  ultimate 
NetWare  enhancement. 

For  more  information  on  Banyan  ENS, 
call  1-800-828-2404. 
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Weeknights 
on  your 
Public 
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The  Nightly  Business  Report  is  produced  by  WPBT2/Miami 
in  association  with  Reuters 


Nationally  underwritten  by  Digital  Equipment  Corporation,  A  G  Edwards,  Inc 
The  Franklin  Group  of  Funds  and  Public  Television  Stations  nationwide 
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Dnservative  judges  dominate.  Clinton  could  change  that 


Presidents  come  and  go,  the 
ture  of  everything  from  the 
:onomy  to  health  care  can 
adically.  But  no  voting-booth 
an  dislodge  the  judges  whom 
s  appoint  for  life.  Together, 
leagan  and  George  Bush  have 
\\e  federal  judiciary  by  appoint- 
hirds  of  the  federal  bench.  If 
is  the  election,  he  may  be  able 
date  a  conservative  majority  on 
eme  Court,  even  overturning 
rights.  And  if  Bill  Clinton  is 
;,  he  has  a  shot  at 
back  this  conser- 
slaught. 

iwer  of  the  Rea- 

judges  is  intensi- 
leir  dominance  on 
1  federal  appeals 
rhose  courts  in- 
V  have  the  final 
:al  disputes  as  the 

Court's  workload 
lined  from  151 
)inions  in  1982  to 
ear.  But  the  most 
t  change  of  all  is 
icles  the  GOP-ap- 
udges  have  built 
nsts  and  others 

seeking  to  have 
in  court.  "The 
mpact  is  not  so 

suits  decided  but 
never  filed,"  says 
ick,  co-founder  of 
ervative  Institute 
le  in  Washington, 
e  case  not  filed 
a  business  mil- 
lollars." 

esident,  Clinton 
ave  a  chance  to 
mark.  Facing  100 
acancies  and  a  77' 
ittrition  rate,  he 
point  40%  of  the 
udges  in  a  four- 
Ti.  And  with  Jus- 
rry  A.  Blackmun, 
il  Stevens,  Byron 
:e,  Sandra  Day 
•,  and  Chief  Jus- 
lam  H.  Rehnquist 


either  older  than  70  or  with  health  prob- 
lems, there  could  be  up  to  five  openings 
on  the  Supreme  Court.  Given  such  pow- 
er, the  People  for  the  American  Way  is 
launching  full-page  newspaper  advertise- 
ments to  focus  attention  on  the  selection 
of  judges  as  a  campaign  issue. 

The  lineup  of  conservative  judges  has 
served  business  well  in  many  areas.  The 
courts  have  shrunk  antitrust  law  and 
broadened  property  rights.  But  the 
judges  also  have  a  mixed  record  in  help- 
ing business  fight  regulation  (table). 


HOW  BUSINESS  FARED  UNDER 
THE  REAGAN-BUSH  JUDICIARY 

FIGHTING 
UNWANTED 
LITIGATION 

Conservative  Reagan-Bush  appointees  have  made  it 
harder  for  business  to  be  sued  by  activist  groups 

ANTITRUST 

Judges  ore  more  v^illing  to  turn  a  blind  eye  to  actions 
previously  considered  violations 

PROPERTY 
RIGHTS 

Lower  courts  gave  property  owners  some 
constitutional  protections.  But  the  Supreme  Court 
hdsn't  yet  ruled  that  the  government  must  pay 
citizens  for  takings  of  their  property 

CURBING  STATE 
REGULATION 

Companies  seeking  more  lenient  uniform  federal 
regulation  often  lose  in  courts  favoring  states'  rights 

While  decisions  may  zigzag,  the  GO?  ju- 
diciary has  left  one  clear  legacy:  a  re- 
duced role  for  the  courts. 

Nowhere  have  the  courts  changed  the 
face  of  the  law  more  than  in  antitrust.  A 
handful  of  federal  appeals  judges  such 
as  Frank  H.  Easterbrook  in  Chicago 
have  imprinted  their  brand  of  free-mar- 
ket economics.  Many  courts  now  make  it 
tougher  to  challenge  mergers.  Proving 
that  a  business  combination  would  have 
a  dominant  market  share  is  no  longer 
enough  to  undo  a  deal.  If  other  compa- 
nies can  still  compete  after  the  merger, 
plaintiffs  are  out  of  luck.  The  free  mar- 
keteers "have  been  influential  beyond 
their  numbers,"  says  George  Mason  Uni- 
versity Professor  William  E.  Kovacic, 
who  has  studied  the  impact  of  Reagan- 
Bush  judges  on  antitrust  law. 

The  new  judges  also  have  made  some 
headway  in  stretching  property  rights. 
Libertarians  say  the  Constitution  re- 
quires the  government  to  pay  property 
owners  when  regulations  restrict  a  prop- 
erty's use.  The  Supreme 
Court  voted  in  their  favor 
last  term,  but  in  a  narrow 
ruling.  The  lower  courts 
are  moving  on  broader 
fronts — ^just  not  as  quickly 
as  some  zealots  would  like. 
"Property  rights  are  still 
of  secondary  importance  to 
most  judges,"  says  Judge 
Alex  Kozinski  of  the  Ninth 
Circuit,  a  Reagan  appoin- 
tee who  has  led  the  proper- 
ty-rights charge. 
BARRING  EXCESS.  Perhaps 
ihe  most  significant 
change  for  industry  is  the 
push  to  curb  excessive  liti- 
gation by  curtailing  access 
to  the  courts.  While  con- 
servative judges  may  hesi- 
tate to  create  new  law, 
they're  willing  to  exercise 
their  power  in  procedural 
matters.  So  they're  deny- 
ing attorneys'  fees  to  the 
winners  and  even  slapping 
sanctions  on  lawyers  for 
filing  frivolous  claims.  In 
some  cases,  they're  block- 
ing suits  by  parties  who  do 
not  have  a  direct  stake  in 
the  outcome  of  a  case. 
Last  term,  for  example, 
the  Supreme  Court  barred 
Defenders  of  Wildlife  from 
bringing  suit.  The  mem- 
bers claimed  they  were 
hurt  by  violations  of  the 
Endangered  Species  Act, 
because  they  would  be  un- 
able to  observe  threatened 
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species  if  the  violations  continued.  The 
court  ruled  that  organization  members 
had  no  claim  because  they  weren't  di- 
rectly harmed. 

The  conservative  judges'  caution  leads 
them  to  say  they  don't  make  law,  they 
just  interpret  it.  That  means  they  stick 
to  the  words,  or  "plain  meaning,"  of  a 
law  instead  of  creating  rights  to  accom- 
plish social  goals.  On  July  8,  the  appeals 
court  in  San  Francisco  tossed  out  an  En- 
vironmental Protection  Agency  rule.  The 
EP.\  had  allowed  companies  to  use  pesti- 
cides in  foods  if  they  created  only  a  mi- 
nor risk  of  cancer.  But  the  appeals  court 
decided  that  a  1958  law  plainly  forbids 
the  use  of  pesticides  when  there  is  even 
the  slightest  risk  of  cancer  after  food  is 
processed. 

LAISSEZ-FAIRE.  The  GOV  judges  use  the 
same  approach  in  deciding  whether  fed- 
eral regulations  preempt  state  rules. 
"Business  would  rather  face  one  regula- 
tory regime  than  50,"  says  Benjamin  W. 
Heineman  Jr.,  General  Electric  Co.'s 
general  counsel.  Unless  Congress  clearly 
specifies  its  intention  to  oust  state  regu- 
lators from  an  area,  the  Supreme  Court 
will  leave  state  regulations  alone.  In  a 
1988  ruling,  the  Supreme  Court  upheld  a 
California  law  permitting  consumers  to 
file  antitrust  suits.  A  cement  company 
had  unsuccessfully  argued  that  a  federal 
law,  barring  consumers  from  filing  anti- 
trust charges  against  manufacturers  for 
products  bought  from  retailers,  preempt- 
ed the  state  statute. 

Clinton  advisers  have  said  his  judges 
would  vastly  differ  from  Reagan-Bush 
appointees.  For  one  thing,  Clinton  has 
vowed  to  appoint  a  pro-choice  justice  to 
the  Supreme  Court.  Additionally,  Clinton 
aides  say  he  would  nominate  more  wom- 
en and  minorities.  The  Reagan-Bush  ap- 
pointees have  been  predominantly 
wealthy  white  rnales,  says  a  study  by 
the  Alliance  for  Justice  in  Washington. 
It  found  Bush  has  named  18  minority 
judges  and  Reagan  only  20  out  of  558 
appointments.  And,  while  the  GOP  judges 
have  focused  on  economic  rights,  Clinton 
judges  "will  not  shift  from  restraint  to 
activism,  but  from  some  constitutional 
concerns  to  others,"  such  as  civil  rights, 
predicts  Harvard  Law  School  Professor 
Laurence  H.  Tribe. 

Whoever  wins  the  Presidential  race, 
one  thing  is  certain.  The  Reagan-Bush 
appointees  have  ushered  in  an  era  of 
restraint.  Liberals  and  conservatives 
agree  that  the  judicial  activism  of  the 
1950s  and  1960s — when  the  courts 
pushed  for  school  desegregation  and 
other  civil  rights  causes — is  over.  As  the 
jua;ciary  takes  its  place  as  the  third,  less 
assertive  branch  of  government,  compa- 
nies may  want  to  focus  more  attention 
on  lawmakers  to  make  sure  they  get 
clear  and  favorable  rules  from  the  start. 
By  Catheiim'  Yang  in  Washington 
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TREE-HUGGERS  VS.  JOBS: 
IT'S  NOT  THAT  SIMPLE 


Why  the  debate  over  the  environment  is  so  complicated 


When  it  comes  to  the  environ- 
ment, a  chasm  divides  Presi- 
dent Bush  and  Democratic 
challenger  Bill  Clinton.  To  hear  the  Pres- 
ident tell  it,  the  Arkansas  governor  and 
his  Vice-Presidential  nominee,  Senator 
Albert  Gore  Jr.  (D-Tenn.),  champion  en- 
vironmental policies  that  would  drive 
thousands  out  of  work.  At  a  recent  cam- 
paign stop  at  a  Washington  State  lum- 
ber mill.  Bush  advocated  softening  envi- 
ronmental laws  and  declared:  "It  is  time 
we  worried  not  only  about  endangered 
species,  but  about  endangered  jobs." 

Clinton,  by  contrast,  argues  that  poli- 
cies can  be  crafted  that  safeguard  eco- 
systems while  avoiding 
job  losses — and  even 
spur  growth.  The  candi- 
date has  repeatedly 
called  on  audiences  to 
"reject  Bush  Adminis- 
tration attempts  to 
force  a  false  choice  be- 
tween environmental 
protection  and  growth." 

The  inflamed  cam- 
paign rhetoric  on  both 
sides  misses  the  point. 
Complying  with  envi- 
ronmental laws  such  as 
the  Clean  Air  Act  and 
the  Endangered  Species 
Act  cost  U.  S.  business- 
es more  than  $100  bil- 
lion last  year.  But  it  is 
too  simplistic  to  label 
the  impact  as  wholly 
destructive  of  jobs,  or  as  entirely  benign. 
PINK  SUPS.  Regulations  that  limit  the 
ecological  damage  from  logging",  real  es- 
tate development,  or  farming  do  cost 
some  jobs  in  those  businesses.  But  they 
save  workers'  paychecks  in  others,  such 
as  fishing  and  tourism.  At  the  same 
time,  curtailing  pollution  can  help  manu- 
facturers boost  productivity  and  has  cre- 
ated thousands  of  new  jobs.  Long-term, 
clean  air  and  water  and  s  curdy  ecosys- 
tems can  improve  public  health  and  yield 
economic  benefits  that  are  hard  to  mea- 
sure. The  real  question,  says  William  D. 
Ruckelshaus,  chairman  of  Browning- 
Ferris  Industries  Inc.,  is:  "Do  regula- 
tions add  to  the  productivity  of  society. 


BUSH  AT  A  WASHINGTON  MILL: 
LOGGING  THE  LUMBER  VOTE 


public  health,  the  protection  of  tht 
ronment,  or  the  more  efficient  i 
resources?" 

The  controversy  surrounding  | 
tion  of  the  northern  spotted  owl, 
dangered  species,  shows  how  com 
ed  the  answer  can  be.  In  the  past 
years,  lawsuits  aimed  at  protect! i 
owl's  habitat  in  Oregon,  Washi 
and  Northern  California  have  qi 
new  sales  of  old-growth  timber  on 
lands.  Some  120  mills  have  close( 
loughing  11,000  workers.  The  timl^ 
dustry  estimates  that  continued 
tions  could  cost  up  to  45,000  more  ] 
directlv  and  indirectly — and  $1.13  | 
in  annual  income 
year  2000. 

Painful  as  ths 
be  for  timber-depJ 
towns,  it  won't  l| 
regional  econor 
saster.  Some 
those  jobs  might 
anyway  to  auto< 
and  consolidatior 
mates  the  Nation! 
est  Products  Ass| 
blow  could  be  sc 
by  increased  \ogg 
private  lands, 
produce  157<  of  t^ 
ber  in  western 
ington.  And 
wood  prices  cou| 
set  the  economic 
of  income  lost 
of-work  loggers. 
University  of  Washington  study. 

More  important,  employment  il 
gon  and  Washington  is  growing] 
than  the  national  average — soml 
since  1988.  That  prosperity  hini 
part  on  the  Northwest's  envird 
and  natural  beauty,  which  helpl 
new  industries  and  residents.  Hif 
and  software  companies  employ 
as  many  workers  as  wood  procl 
90,200  vs.  92,487.  And  they  pay  m| 
$3.4  billion  total  payroll  vs.  $2.4 
Recreation  and  tourism  employ! 
too,  though  at  lower  wages.  AnJ 
ees  flocking  to  Ashland,  Ore.,  and 
small  towns  hit  by  mill  closinJ 
keeping  local  service  industries  th| 
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THE  ECONOMIC  PLUSES... 


AN  INDUSTRY 


 The  $  1 20  billion  environmenta 

s  industry  accounts  for  2.9%  of  GNP 

^JjSEI^J  Now  otl  million,  industry 
ment  may  rise  by  491,000  in  1996 

li^jjjjj^ Clean  water  and  healthy  eco- 
con  save  jobs  in  fishing  and  tourism 


PRODUaiVITY 


Curtailing  pollution 
ste  and  raises  efficiency 

mm  BumssjoumAi,  environmentai  proteoion  agency,  bw 


he  wood-products  industry  ac- 
)r  2.7?;  of  all  jobs  in  Washington 
gon,  down  from  3.6'/;  in  1988. 
'e  passed  the  point  where  the 
tanding  yields  more  jobs  and 
[icome  than  cutting  it  down," 

Ed  Whitelaw,  a  University  of 
economics  pi'ofessor  and  presi- 
ECO  Northwest,  a  pro-environ- 
isultancy  in  Eugene,  Ore. 
APEGOATS.  Drawing  lessons 
forest  region  for  the  overall 

is  dicey,  though.  Harvard  Uni- 
conomist  Dale  W.  Jorgenson  es- 
hat  the  economy  in  2000  will  be 
laller  than  it  would  have  been  if 
nental  laws  enacted  between 

1990  weren't  passed.  He  says 
;lucers  have  diverted  resources 
hings  as  retrofitting  plants  and 
ing  production  processes.  The 

would  have  grown  faster  if 
lent  had  made  more  productive 
xpenditures.  "A  lot  of  regula- 
■  written  by  people  who  aren't 
about  costs,"  says  Jorgenson. 

of  such  reasoning  say  conven- 
3nomic  analysis  doesn't  consider 
lental  amenities  such  as  clean 
iter  as  assets — or  their  destruc- 

debit — when  calculating  nation- 
1.  Were  these  included,  the  eco- 

impact  of  environmental 
n  would  be  far  less.  Most  econo- 
;o  can't  pinpoint  the  number  of 
as  a  result  of  the  costs  imposed 
anmental  laws.  Often  the  regu- 
ire  scapegoats  for  companies 
off  workers  for  other  reasons, 
er  the  oil  business.  Industry 
lave  repeatedly  blamed  restric- 
drilling  offshore  and  in  Alaska's 
•Jational  Wildlife  Refuge  for 
obs  lost  in  the  1980s.  "We  used 
:  two-thirds  of  our  exploration 
luction  budgets  in  the  U.  S.  and 
abroad,"  says  Charles  J.  Di 
esident  of  the  American  Petro- 
;titute.  "Now  it's  reversed.  The 
iS  were  thrown  out  by  environ- 
restrictions."  But  Di  Bona  ac- 


knowledges that  plummeting  oil  prices 
and  higher  drilling  costs  in  the  U.  S. 
were  also  crucial.  "A  bigger  factor  in 
preventing  exploration  in  the  U.  S.  was 
simply  price,"  he  concedes. 

No  doubt,  the  economic  impact  of  en- 
vironmental rules  hits  regions  and  indus- 
tries unevenly.  According  to  studies  by 
Jorgenson  and  others,  the  costs  of  envi- 
ronmental protection  have  fallen  the 
hardest  on  resource-extraction  indus- 
tries, such  as  coal,  timber,  and  oil,  and 
related  industries,  such  as  chemicals. 

Yet  this  trend  cuts  two  ways.  In  the 
past  20  years,  environmental  products 
and  service  businesses  have  grown  into 
a  $120  billion  industry — about  2.9%  of 
gross  national  product — that  employs 
nearly  1  million  people.  Since  1987,  in- 
dustry employment  has  risen  49%',  vs. 


Pollution  rules  can  sometimes 
be  catalysts  for 
efficiency  and  cost-cutting 


4.7%'  in  the  total  private  sector.  Industry 
sales  are  expected  to  hit  $164  billion  by 
1996,  estimates  the  Environmental 
Business  Journal,  a  San  Diego  newslet- 
ter, creating  491,000  more  jobs. 

America's  early  start  on  environmen- 
tal regulation,  especially  in  hazardous- 
waste  treatment,  also  gives  U.  S.  compa- 
nies an  edge  in  what  the  International 
Finance  Corp.  expects  to  be  a  $600  bil- 
lion worldwide  market  for  environmental 
services  by  the  next  decade.  "The  U.  S. 
has  put  more  effort  and  dollars  into  en- 
vironmental regulations,  and  the  exper- 
tise that's  bought  has  given  us  an  ad- 
vantage," says  James  0.  Edwards,  CEO 
of  ICF  International  Inc.,  a  Fairfax  (Va.) 
environmental  consulting  firm  with  $711 
million  in  revenues  last  year. 

Pollution  rules  are  also  catalysts  for 
efficiency  and  cost-cutting.  Dow  Chemi- 
cal Co.,  for  instance,  will  spend  $10  mil- 


lion to  minimize  waste  in  1992  at  its 
Plaquemine  facility  near  Baton  Rouge, 
La.  But  the  investment  will  save  $20.55 
million  during  the  year  in  toxic  waste- 
disposal  fees  and  raw-material  costs.  3M 
Co.  expects  to  cut  costs  on  some  prod- 
ucts 5%  over  10  years,  reflecting  savings 
from  new  pollution  prevention  measures. 
BIG  BANG.  Many  economists  still  insist 
that  environmental  protection  is  a  net 
minus.  "In  the  short  term,  you  might 
create  jobs  through  regulation,  but  the 
regulations  become  costs  to  someone 
else,"  says  Paul  R.  Portney,  an  econo- 
mist at  Resources  for  the  Future  Inc.,  a 
Washington,  D.  C,  centrist  think  tank. 

The  pivotal  issue  isn't  always  cost, 
however.  Military  spending  is  a  net 
drag,  too,  sucking  investment  away 
from  other  priorities.  The  country  toler- 
ates it  because  national  security  is  im- 
portant. Poll  after  poll  of  voters  has 
found  that  they  consider  environmental 
protection  a  top  priority,  too.  The  more 
important  issue  for  Bush  and  Clinton  is 
how  to  get  the  biggest  bang  for  the 
environmental  buck.  "The  question 
should  be:  "Do  our  regulations  make 
sense?"  says  Ruckelshaus. 

The  answer  could  mean  a  switch  from 
current  "command-and-control"  regula- 
tion, which  dictates  the  technology  com- 
panies should  use  to  meet  environmental 
standards.  Better  approaches  would  let 
businesses  meet  specified  goals  however 
they  wish,  or  would  rely  on  market  in- 
centives such  as  taxes  on  pollution  that 
shrink  as  emissions  decline.  "You  get 
faster  results  and  much  lower  emis- 
sions" that  way,  says  David  T.  Buzzelli, 
Dow  Chemical's  environmental  chief. 

Ironically,  the  Bush  Administration 
and  the  Clinton  campaign  champion  mar- 
ket-based environmental  policy.  So  why 
doesn't  the  debate  over  jobs  and  environ- 
ment focus  on  the  most  efficient  way  to 
protect  the  environment?  Maybe  be- 
cause the  issue  is  too  complex  for  sound 
bites  on  the  evening  news. 

By  Peter  Hong  in  Washington  and  Dori 
Jones  Yang  in  Seattle 
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Health/Fitness 


Flatten  your 
stomach  with 
NordicTrack . 

\l  irIkTkU  k 

dupliLJlcs 
no.ss-countn 
.skiing,  tlic 
vvorkl's 
best  aerobic 
workout.  It.s  totcib 
body  motion 
burns  niorc 
calories  th.in 
ordinary  exercisers 
tliat  only  work  your  legs  —  up 
to  1,100  per  hour.  Plus,  it  raises 
your  metabolism,  so  you  can 
l  iurn  more  calories  even  at  rest. 
NordicTrack.  It's  the  safe, 
enjoyable,  efficient  way  to  get 
rid  of  that  spare  tire  for  good. 

30  day  in-home  trial 

Models  priced  from  S299.  "  to  $1,299  ". 

^ordicjrack 


For  a  FREE  VIDEO 
&  BROCHURE  caU 


1-800-328-5888 

\i.alKTr.n_k   1  il  lim.ith.m  Blvcl  \ 
l)L-pl.  1.-;BJ2.  Cha.ska,  MN  Ss3j,s 


Stereo  Equipment 


Ihe  best  stereo  equip- 
ment in  the  world  is 
handcrafted  in  the  USA 
COUNTERPOINT 
1(800]275-2746 


Executive  BackChaif' 


Engineered  for 
customized  orthopedic 
support  to  prevent  and 
relieve  back  pain. 

irv.  jrd-till 
tc.iture 
•Ad|iista!)lc 
neck  rest 

•  Buill-in  jdiii.Mabk- 
lumbar  support 

Til  fit  iiidindiiah  from       ;//)  to  6'6" 


BackSaver  caU  1-800-251-2225 

  lax  H  hr».  l-H(HI-44.< ')6()9 

5.^.Icffrc\  A\  t..  BW  E.  Hollistoii.  MA  01746 


 Real  Estate  

SAN  FRANCISCO  BAY 
WATERFRONT  ESTATE 

S1. 700,000 
Santa  Fe  oti  the  Bay:  BrantJ  new,  Santa 
Fe-style  estate.  Private  70-foot  dock  on 
deep  water  channel.  Very  flexible 
finance  options  direct  from  seller 
Cainor  brochure  415/364-7734. 

Oftice  Supplies/Equipment 


As  low 
$1.42  each. 


Call  800-456-6602 

All 


r/lMERI04N 

THERMOPMSTIC 
I  COMP/«Ny 


622  2nd  Ave  Pgh  PA  15219 


IBM  LASER  PRINTER 

TONER  CARTRIDGES 
69  ^  W/  EXCHANGE 

SEND  YOUR  aWPTY  CARTRS3GES  TO 
UNIVERSAL  DATA  2196  E  APACHE  BLVO  #102.219 
TEMP6,  AZ  65281    SATISFACTK>I  GUARANTEED 
HVOCe  WM±  ACCOtUPAfJY  OUR  RECYCLED  CARTRDGES 


Office  Supplies/Equipment 


America's  Lowest  Priced 
Office  Supplies  Direct  to  You 

maxell. 

#Ml>2i) 
*4''^Bi.v/10 

CdunTblan" 

#10  Envelopes 
24  lb.  White  Wove 
1  #€0125 

1       *3''  Box/3(IO 

Phone  ▼  1  »««<_ 
Message  1 

Book,  IK  > 
■KlO.Sets 

#4003 

*l»»Each 

^^^^  3IM 

2Rollsof.<750(  leaf 
PackaginjjTape  with 

IXspeaser 

#BP1TC 
$852 

You  simply  won't  find  lower  prices  on  brand  name  office  supplies  than  at 
Wholesale  Supply  Company.  Over  9.600  different  items,  same  day  shipping, 
and  all  al  pnces  you  have  lo  .see  to  believe.  So  call  now  lor  your  free  catalog. 

1-800-962-9162 

Financial  Services 


BIG-NAME  STOCKS 
TO  UNLOAD  NOW: 

My  new  Performance 

Ratings  of  all  NYSE 

stocks  show  200  ex- 

tremety  vulnerable 

stocks  (rated  8  or  9) 

-including  some  very 

famous  names- 

which  1  believe  could 

"take  a  bath/' I'll  rush  MARTIN ZWEIG 

you  the  Performance 

Ratings  ($45  value)  as  a  bonus  with 

your  subscription  to  The  Zweig  Fore- 
cast. Time  IS  crucial. 

Three-Month  Trial  $55. 
One  Year  $265.  Visa  or  MC 
1-800-535-9649  Ext.  9024. 

THE  ZWEIG  FORECAST 

P.O.  Box  2900,  Wantagh,  NY  11793-0926 


Make  Money  in  the 
Stock  Market  with 
Telescan  Analyzer^ 


Investment  Software  that 
Maximizes  your  Profits! 


Ctian  technicals,  access  19  year  database, 
fundamentals,  quotes,  insider  trading,  news 
and  more.  Affordable  unlimited  usepaclcages 
available. 

Call  1-800-324-8246 


Building  Systems 


 "--V  30'x60' 

^  $4,876 

BUILD  IT  YOURSELF  AND  SAVE  MONEY 
5000  SIZES,  ALL  STEEL,  CALL  TODAY  FOR 
BROCHURE  AND  PRICE  QUOTE. 

HERITAGE  BllLDING  SYSTEMS 
800-643-5555 


Security 


NEW  DOOR  STOP  AUUtM 


GREAT  PROTECTION  PLACE  BEHIND  ANY 
DOOR.  IF  DOOR  IS  OPENED.  GIVES  OFF  LOUD 
PULSATING  ALARM  FOR  HOME.  OFFICE  OR 
MOTEL  COMPLETELY  SELF-CONTAINED  EASY 
TO  CARRY  AND  TEST,  6  Inches.  WT  lOoz 
(Runs  on  2  AA  Batteries  NOT  INCLUDED) 
SEND  SI4  95  lo:  CMS2. 
3396  S.  JONES  BLVD.. 
SUITE  M4. 
LAS  VEGAS. 
NV  89102 


Business  Opportunitii 


PERSONALIZED  CHILDREN'S  B 


Turn  a  small  investment  Into  tti.: 
profitable  full  or  pari  lime  businesil 
have  always  dreamed  about!  ] 

An  excellent  home  operaled  bus! 
Books  sell  last  in  stores'  Al  fairsi  Pi| 
Malls'  Or  mail  order  anywhere  IheT 
people  It's  easy  lo  make  $4000  loll 
per  month  making  and  selling  ourf 
ing  line  ol  personalized  books  (lo 
dren  &  grown-ups)  Personalized! 
laijes  and  stationery  available  alsl 

CALL  TODAY!  (214)  248-9100| 

D&KENTERPRISES,  INC. 

321 6  Commander  Drive,  Suite  | 

Dept  21 

Carrollton,  Texas  75006 


START  YOUR  OWN 


PRIVATE  POSTAL  CEN 


MAILBOX  MANUFACTURER 

mailbox  catolog  and  informotid 
Private  Postal  Centers  and  relateq 
ness  services.  HIGH  PROFIT  I  1 


|24Hrsl^°.%^?,l 

"  lOlOE  62nd  St,  L  A  ,  (I 
People  Committed  to  Qtjalrt)M 


SUCC  ESl 

Master  the  Techniques  g 
Successful  Mortgage  Brojl 

Over  150  pages  of  current  informdW 
wilti  Easy  Step-by-Slep  metfiodi  b|| 
Send  checl<  of  moneyorder  of  $1 5d  ■ 
Moiigage  Research  Publisl  " 
4435  Redondo  Beach  Blvd.  ^ 
Lawndale,  CA  90260 
or  call  1-800-995-2171  for  FREE  br 


REPAIR  CRACKED  WiNDSH 


Earn  $90,000  Yearly  Repa 

-  not  replacing  - 
Large  Cracks  In  Windshie 
CALL  1-800-826-852: 
or  write  Ttie  Glass  Mechani> 
5313  Nob  Hill  Rd.  •  Sunrise,  FL  Si 


Education/lnstructio^ 


FREE  VIPE^ 


EXTERNAL  DEGRE 

BA/BS  MS/MBA  PhD/J(  'ey  . 
I  Credit  for  work  /life  exp  •  Accrc  |''ls 
I  (800)  759-0005  ext.  633  (24  "1 

LaSaLLE  UnIVERSII  Tyjj, 
I  Dept.  63  Mandeville,  LA  70470  — , 


Sales  Promotion/Markt-^ 


Sales  Leads  &  Mailing 


•  10  Million  U  S  Businesses 

•  78  Million  Consumers/Residi 

•  or  Any  List  You  Need' 
FREE  Catalog  Call  («2)  331-7169  orfJifH 

American  Business  Lis  of^j 

P  O  Box  27347  •  Dept  01-0  ( 


Omaha,  NE  68127  •  FAX  (402)  33 


Business  Products 


OEM  OR  CUSTOM  PAPER  PUNCHE 


ALL  SIZE  BINDERS 
ANY  NUMBER  OF  HOLES 


OFFER  OEM  TC 
YOUR 


ITERS 


CUSTOM  iTE," 

SEMINAR  BINDERS,  TIME  MANAGEMENT.  SOFTWARE  MANUf*^^ 
MANUAL  PUBLISHERS.  LOOSE  LEAF  BINDER  MANUFACTURER 

PLASTIC  OR  METAL— 1  TO  100  SHEETS,  PHlf*!*W5ffffRPl<IO 

FAX  508/651  -1 501  ask  for  FRED  WALL 


•Ml 


RAD  RATES 
NFORMATION 

mmBusiNBSsn^^^K 

BUSINESS  WEEK 
MARKET-PLACE 

PHONE: 

100  EAST  OHIO  STREET 

2)  337-3090 

m^mHttHmT^^I  /lit 

SUITE  632 

)R  WRITE: 

f  rIMflACf  f  LmvC 

CHICAGO,  IL6061 1 
FAX:  (3 12)  337-5633 

Presentation  Equipment 


$72 


advanced  pen  sized 

Olnter  incredible  Low  Price 

,  —  _  _  se  oosiH 


Don't  Lose  Their  AHenlion!  55  oak  coun  DanviiiL-.  r  a  ; 
Bright  red  laser  dot  lets  your  audience  locus  on  Thi  510  820  i763  fa,  s\o «.'. 
topic  and  lets  you  direct  ttie  presentation  Ideal  lor 
seminars,  classrooms  and  all  presentations 


CALL  800-854-6686 


ivear/Fashion 


WIDE  SHOES 


■EE,  SIZES  5-13 

r  men  wtio  need  it. 


on  ol  ttie  Widest  Shoes  Anywherel 


>CK  SHOES,  INC 

Hingham,  MA  02U43 


ion/Instruction 


GE  DEGREE 

MASTERS  •  DOCTORATE 

For  Work.  Life  and  Academic 
Experience  •  No  Classroom 
Attendance  Required 

Call  (800)  423-3244 

or  send  detailed  resumfi 
lor  Free  Evaluation 

estern  University 

lulveda  Blvd  ,  Dept  170 
les,  CA  90049  USA 


>A  Degrees 

le  study  in  Marketing, 
it,  Human  Resources, 

Administration,  Inter- 
iness.  Save  time,  effort 
for  AA,  BBA  &  MBA. 
3  and  see  for  yourself. 

477-2254,  Southern 
niversity,  202  Fashion 
stin  CA  92680 


;ableTV 


LOG!  1-800-345-8927 
HAMLIN  OAK  ETC.  ' 

DESCRAMBLERS 


I  •  Compare  Our  Low  Retail 

om  Slocl<  Sliipped  Immediately! 

ed  Warranties  &  Pricesi 

Vlaiof  Credit  Cards 

IC  CABLE  CO.,  INC. 

Dept  860   Reseda,  CA  91335 

;rs  S  info  1-800-345-8927 


DESCRAMBLERS 

:RS,  ACCESSORIES 

.owest  Prices.  Best  Service, 
-page  color  catalog  call 

'(800)234-1006 


Rare  Coins 


Minimum  order  of  20  coins.  Add 
$5  for  postage.  Each  coin  is  m 
Brilliant  Uncirculated  Condition. 
30  Day  Money  Back  Guarantee. 


1-800-835-0008 


Visa  &  Master  Card  Welcome! 

eacternnumkmaucsing 

642  Franklin  Ave.,  Garden  City  N.Y.  11 530 

N.Y  residents  add  sales  tax. 


Franchising 


r 


Exclusive 
Territories  * 

Continental  U.S. 

OUNKIN' 
OONUTS 

1-800-543-5400. 

Rated  "'#3  top  franchise  for 
1992"  by  Entrepreneur 
Magazine 

'  I-  \t  luM\  it\  IS  liniucd 
1  Htcr  made  b\  prospcttus  onK 


(SI 


Newsletters/Publications 


Environmental  Law  News 

ELN  is  a  monthly  newsletter 
for  managers  who  want  to  fol- 
low environmental  legal  devel- 
opments around  the  country.  A 
one  year  subscription  is  $49. 
For  a  sample  Issue,  call  or 
fax:  (708)  256-1270 
^  Environmental  Law  News 
iJ  P.O.  Box  146 
W  Wilmette,  IL  60091-0146 


Corporate  Gifts 


Free  Shirt/Free  Logo 


Before  we  cu.stiim  emhroider  your  IdKoim  our  great  quality,  lOO'Xi  cotton, 
American  Made  polo  shirt,  we'll  give  you  one  to  wear-test,  and  make  up 
your  logo,  tree.  Try  our  shirt,  see  your  logo.  Find  out  for  yourself  why  our 
shirt  with  your  logo  is  better  than  Lacoste  or  Ralph  Lauren.  Minimum 
order  just  12  shirts.  Free  shipping  for  international  orders.  More  Info?  Call 

1-800-847-4478       (Fax  1-718-782-4614) 
The  Queensboro  Shirt  Company 

Dept.  BW210,  BON  5th  St.,  Grccnpoint,  NY  11211 


CORPORATE  Apparel,  Luggage  and  Accessories 


Call  or  write  for  Free  Catalogue. 
'   1-800-648-3699    ♦   Fax  (216)  847-6760 


•ssories 

■^^^^^'^ 

IK    '(.)    \  \ 

MAMLIl'ACrUUIMt; 

5199  Mahoning  Ave  . 
Suite  E.  Wacren, 
OH  44483 


Corporate 
Hes 

(150  pc.  minimum) 
Gain  recognition  from 
neckties  custonnized 
with  company  logo. 

Free  literature  upon  request. 

Barnard-Maine  LTD. 

P.O.  Box  275 
Castine,  ME  04421 


Outside  ME 
800-962  1526 


TEL:  207-326-9179 
FAX:  207-326-9080 


Corporate  Gift  Collections 

Quality  executive  gifts  from 
Sea&Land  Products 

Solid  Bronze  Sculptures  Irom  $135  00  to  $14,000  00 


CRAFTSMAN 
Hand  Casi  Metal  Gillware  Irom  $12  95  to  $179  95 


Sculptures  in  Glass 
Irom  $49  95  to  $595  00 


\    lli.HlsW-  ) 

Limited  Edition 
Lighthouses  Irom 
$59  95  to  $69  95 


Call  tor  Inlormation  and  Brochures 

1-600-253-3152 
SEA&tJVND  PRODUCTS 

20  Induslnal  Par(<  Road.  Hingham,  MA  02043 


Travel/Golf 


FAIRWAYS 

oftheWORLD 


GOLF  HOLIDAY  SPECIAUST 

USA,  Caribbean,  Europe, 
Floriida,  Golf  Cruise 

305-566-4994 


"GO  NUTS 
WITH  US!" 


Fresh 

NEW  CROP  PECANS  - 
)  gift  for  every  person  on  your  list.  Packed 
in  unique  gift  containers  - 
shipping  and  gift  card  included. 
For  Free  Catalog  call  1-800-4PECANS 


IMAGE 
BUILDERS 


PROMOTE  YOUR  BUSINESS! 

EVERYDA  YLOW  PRICES  ON. . . 


IMPRINTED 
COFFEE 
MUGS  AS 
LOW  AS 

$1.29 


IMPRINTED  SOLAR 
CALCULATORS  y-  . 
AS  LOW  AS  / 

$2.69 


x*.^M^  EMBROIDERED 
CAPS  AS 
tt^'"'  LOW  AS 

$3.99 


CALL  FOR  FREE  CATALOG 

1-800-792-2277 

FAX  1-510-786-1111 
THE  CORPORATE  CHOICE 


FOR  AD  RATES 
AND  INFORMATION 
PHONE: 
(312)337-3090 
OR  WRITE: 


MMBUSINESSnWEEK 

mARKETrLna 


BUSINESS  WEEK 
MARKET-PLACE 
100  EAST  OHIOSTRIT 
SUITE  632 
CHICAGO,  IL6061 
FAX:  (312)  337-563 

 L- 


Computers 


FORCE  48650 


PACKARD  BELL  B 

America  grew  up  listening  lo  os.  It  still  does 


4MB  of  RAM,  210  MB  hard  drive, 
3  1/2"  1.44MB  &  5  1/4  1.2  MB 
floppy  drives,  VGA  (1024x768 
video  controller),  2400  baud 
internal  modem,  101  keyboard  & 
mouse  are  included.  Comes  with 
Windows,  Lotus  123,  Lotus 
Write,  Lotus  Smartpics  Clip  Art 
for  Windows  and  PRODIGY 
already  installed. 

1  Yr  ON-SITE  $  ^  ft  CD  * 
Service  | 

Warranty      •  Monitor  not  included 

QUdLiTY  COHPIITER 
%Jj  COMPONENTS 


1-800-899-1888 


Office  Automation 


GET  THE  INTEGRATED 
PC-BASED  BAR  CODE 
TRACKING  SYSTEM 
AT  THESE  NUMBERS: 

UNDER  $10^00. 
1-800-733-5769. 

KROY  /\ 

^^TrackStar 

Kroy,  Inc  Box  12279 
Scottsdale.AZ  85267-9987 
or  FAX  602-951-7033 


3683T 


Menswear/Fashion 


The  best  underwear  anywhere. 

!iu.4^««jl   Boxers,  bnels  and  undershirts 
'    fM'^  Finest  qualm,  lOO'.cotlon 
labncs  including  Sea  Island 
Conon  Nol  soldinslores 
For  exclusive  talalog 

GREEN  POND 


Books/Videos 


BUSINESS 
PLAN 


PowerPlan  is  a  remarkable  3  vol  wor1<- 
book  set  to  do  your  solid  business  plan 
No-nonsense  Instructions,  questions,  & 
sample  Get  a  liead  start  on  success 
Money  back  guar.  S69.95  -FSti. 
800-858-188  1 

Education/Instruction 

RESEARCH  REPORTS^ 

19,850  academic  topics  available' 
Send  $2  00  for  the  290-page  catalog 
Custom-written  reports  also  available 
RESEARCH  ASSISTANCE 
1  1332  Idaho  Ave  ,  #206BF, 
Los  Angeles,  CA  90025 
Toll  Free  Hotline:  800-351-0222 
(California  310-477-8226) 


Business  Services 


INCORPORATE  IN  ANY 
STATE  BY  PHONE 


$99 


plus 

state  fees 


Call  toll  free  today:  (800)  877-4224 
CORPORATE  AGENTS,  INC. 


REAL  ESTATE  ACQUISITIONS 


National  Company  expanding  again.  Will 
interview  person  to  buy  properties  in  your 
local  area  using  our  methods  witti  financing 
assistance  No  license  or  expenence  is 
required,  F/T  P/T  You  supply  local 
contacts,  we  supply  thie  backup  support. 
$10-20,000  start-up  capital  required. 
1-800-229-2669 


Classified  Advertise 


IT  PAYS  TO  ADVEF'I 
IN  THE  BUSINESS  )EE 
MARKET-PLAC 


The  Business  Week  Ts 
Place  Section  is  a  spe , 
vertising  feature  appe 
the  first  issue  of  each 
The  Market-Place  prov 
ideal  'showcase'  for  ai 
ers  who  have  products 
vices  that  appeal  to  Bi 
Week's  more  than  6.8 
responsive  readers. 


For  rates  and  inforn^i 
write: 

BUSINESS  WEE 
MARKET-PLAC 
100  East  Ohio  St.,  Su; 
Chicago,  IL  6061 
or  call  (312)  337-3 
or  FAX  (312)  337-£. 


EXCLUSIVE  MOUNTAIN  RANGE 

like  new,  lots  of  details,  riv  vu's, 
origirial  landscaping,  a  must-see, 
willing  to  negotiate 


€■  David  Muench  199 


NATI'HE.^ 

Prime  Real  Estate.  For  years.  The  Nature  Conservancy  has  purchased  large  tracts  of 
it  so  that  endangered  species  can  flourish  there.  Now,  as  partners  in  the  public  television 
series  Nature,  we're  helping  provide  another  place  where  wildlife  can  flourish. To  learn 
more  about  these  and  all  of  our  activities,  call  1-800-628-6860, 


Nature  appears  Sundays 
on  PBS 


6  Corporation 


^1 


BLOCKBUSTER  WANTS  ITS  CURRENT  15  STORES  TO  GROW  TO  1,000  IN  10  YEARS 


nr  DON'T  CALL  IT 
ICKBUSTER  FOR  NOTHING 


video  market  matures,  it's  pushing  abroad  and  diversifying 


'ill  force  swoops  in  from  out  of 
and  gobbles  up  practically  ev- 
in  its  path.  It  becomes  a  gi- 
ing  yellow  and  blue  signs  in 
Critics  say  it  can't  possibly 
the  colossus  ignores  them.  It 
into  foreign  lands,  eyes  other 
i  prepares  for  new  challenges, 
voracious  appetite,  there's  no 
ow  far  the  giant  will  go.  .  . 

may  sound  like  the  plot  for  a 
lovie,  but  it's  actually  the  script 
owed  so  far  by  Blockbuster  En- 
;nt  Corp.  In  just  five  years,  the 
tal  chain,  based  in  Fort  Lauder- 
..,  has  become  the  industry's 

player,  growing  from  just  2;:!8 

1987  to  2,989  today.  With  esti- 
i92  company  revenues  of  $1.25 
dwarfs  its  next-largest  compet- 
ist  Coast  Video  Corp.,  with 
ion  in  1991  revenues, 
nquering  the  U.  S.  market  was 
I.  With  its  original  goal  of  3,000 

stores  in  sight,  Blockbuster  is 
for  lots  more  drama,  starting 
g  push  overseas.  Plans  call  for 
)nal  operations  to  contribute 
Bvenues  by  1995,  up  from  next 
g  at  the  moment.  Aided  by  part- 


TION 


owner  Philips  Electronics,  Blockbuster  is 
also  exploring  all  sorts  of  possible  diver- 
sifications. These  include  an  imminent 
move  into  music  retailing  and  the  cre- 
ation of  mini-amusement  parks  with  vir- 
tual-reality "rides,"  in  which  computer 
simulators  produce  the  effects. 

You  don't  need  a  computer  to  figure 


BLOCKBUSTER 
GOES  GLOBAL 


TOTAL  STORES*  COMPANY-OWNED 


DAtt  COMPANY  REPOSTS 


out  why  Blockbuster  would  want  to 
branch  out.  The  video-rental  industry  is 
fast  maturing  as  VCR  sales  growth 
tapers  off,  slowing  Blockbuster's  mete- 
oric rise.  In  this  year's  second  quarter, 
says  Kidder,  Peabody  &  Co.  analyst 
Gary  Jacobson,  revenues  from  stores 
open  a  year  or  more  were  up  3.67',  vs. 
4.9';  in  'l991.  Then  there's  the  threat  of 
competition  from  pay-per-view  movies 
offered  by  cable  operators — and  soon 
even  by  phone  companies. 
DOGGED  BY  DOUBTERS.  Blockbuster 
Chairman  H.  Wayne  Huizenga,  54,  in- 
sists his  diversification  drive  has  nothing 
to  do  with  any  underlying  weakness  in 
video  rentals.  "We're  just  broadening 
our  entertainment  concept,"  he  says. 
While  conceding  that  video-rental  indus- 
ti-y  growth  has  slowed,  Huizenga  main- 
tains there's  plenty  of  room  to  gain 
market  share.  Even  with  its  size,  Block- 
buster commands  only  157o  of  the  still- 
fragmented  U.  S.  market.  While  Hui- 
zenga concedes  pay-per-view  is  going  to 
have  "some  minimal  effect"  on  his  busi- 
ness once  it  is  widely  available,  he  ar- 
gues that's  still  some  years  away. 

Blockbuster  has  been  dogged  by 
doubters  for  years.  Its  stock  has  been  a 
favorite  of  short  sellers,  who  fault 
Blockbuster's  accounting  policies.  Critics 
don't  like  the  company's  slow  deprecia- 
tion of  video  tapes,  which  they  say  un- 
fairly inflates  earnings.  But  Blockbuster 
silenced  some  of  its  critics  in  January  by 
accelerating  depreciation  of  new  "hit" 
tapes,  which  reduced  net  income  by  $2.8 
million  for  the  first  half  of  the  year. 
Blockbuster's  stock  is  holding  up:  Its 
once  volatile  shares,  which  bounced  be- 
tween 8  and  13  in  1990  and  1991,  have 
been  at  about  13  for  most  of  this  year. 

Part  of  the  credit  may  also  go  to 
Blockbuster's  international  charge.  It's 
being  led  by  President  Joseph  R. 
Baczko,  former  president  of  Toys  'R'  Us 
Inc.'s  thriving  international  division.  At 
the  moment,  Blockbuster  has  952  stores 
in  nine  foreign  countries  and  plans  to 
add  at  least  1,200  more  stores  by  1995. 
With  a  debt-to-capital  ratio  of  around 
17' s  Blockbuster  shouldn't  have  trouble 
affording  that  kind  of  expansion.  It  can 
also  tap  a  healthy  cash  flow,  which  Hui- 
zenga figures  will  top  $1.5  billion  over 
the  next  five  years. 

SPRINGBOARD.  Blockbuster's  first  foray 
into  the  international  market  began  two 
years  ago  in  London.  But  lacking  critical 
mass,  it  had  trouble  establishing  an  iden- 
tity. This  year,  it  set  out  to  fix  that 
problem:  In  February,  Blockbuster 
bought  out  Britain's  biggest  home-video 
company,  Citivision  PLC,  for  $81  million 
and  3.9  million  shares  of  stock.  Under 
the  name  Ritz,   Citivision  operates 
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around  775  stores  in  Britain  and  23  in 
Austria. 

Now,  tiie  plan  is  to  convert  Ritz  out- 
lets into  B]oci<busters  and  use  the  cliain 
as  a  springboard  into  Europe.  Blockbust- 
er is  negotiating  joint  ventures  in 
France,  Germany,  and  Italy.  Meanwhile, 
Blockbuster  franchises  in  Mexico,  Chile, 
Venezuela,  and  Spain  are  expanding. 

In  Japan,  Blockbuster  is  drawing  on 
one  of  that  country's  best-known  retail- 
ers. Den  Fujita,  who  runs  McDonald's 
Co.  (Japan)  and  has  a  stake  in  Toys  'R' 
Us  Japan  Ltd.,  entered  a  joint  venture 
with  Blockbuster  in  March,  1991.  To- 
gether, Blockbuster  and  Fujita  have 
opened  15  stores  in  Japan — four  of  them 
next  to  McDonald's.  They  plan  to  add 
two  more  stores  by  yearend,  30  next 
year,  and  1,000  within  10  years.  But 
sales  so  far  are  at  only  90%  of  projec- 
tions, and  Blockbuster  Japan  Managing 
Director  Sango  Morita  expects  a  few  dif- 
ficult years  because  of  tough  price  com- 
petition. Huizenga  says  he's  uncon- 
cerned. Although  the  vast  Japanese 
market  may  take  a  while  to  crack,  he 
figures  the  payoff  will  be  worth  it. 
MORE  CLOUT.  Heading  for  foreign  shores 
is  by  no  means  Blockbuster's  only  ex- 
pansion strategy.  The  first  hint  of  fur- 
ther product  offerings  came  in  Novem- 
ber, 1991,  when  Philips  Electronics 
announced  it  would  invest  $66  million  in 
Blockbuster.  In  July,  it  broadened  its 
stake  to  $149  million,  with  13  million 
Blockbuster  shares,  or  7.9?f. 

Both  companies  envision  great  cross- 
marketing  opportunities.  In  the  first  tan- 
gible venture.  Blockbuster  is  a  major 
test  retailer  for  Philips'  new  compact- 
disk  interactive  technology  (GDI),  a  se- 
ductive multimedia  system  that  stores 
video,  sound,  text,  and  graphics  on  a 
compact  disc.  Blockbuster  introduced 
GDI  software  and  machines  in  its  San 
Francisco  and  Los  Angeles  stores  in  Au- 
gust. To  give  it  a  big  send-off.  Block- 
buster contacted  customers  who  had 
rented  video  games  and  were  thus  con- 
sidered prime  GDI  customers. 

There  are  any  number  of  other  possi- 
ble alliances  between  Philips  and  Block- 
buster. Philips  also  owns  Superclubs,  a 
music  and  video  chain  with  500  U.  S. 
stores.  Blockbuster  has  approached  Phil- 
ips about  acquiring  the  U.  S.  Superclubs. 
The  ever-restless  Huizenga,  who  owns 
South  Florida's  new  Major  League  Base- 
ball franchise,  is  planning  a  chain  of 
home-entertainment  stores  to  sell  gear 
from  Philips  and  others.  And  then  there 
are  his  virtual-reality  parks,  which  he 
says  could  get  off  the  ground  as  early 
as  next  year.  Farfetched?  Perhaps.  But 
then,  five  years  ago,  a  $1.25  billion  video 
chain  seemed  like  quite  a  stretch. 

By  Gail  DeGeorge  in  Fort  Lauderdale, 
with  Jonathan  B.  LeviJie  in  Paris  and 
Rob<     Neffin  Tokyo 
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NETWORKS  I 


COLUMBIA,  THE  GEM 
OF  THE  AIRWAVES? 


CBS  is  back  on  top,  thanks  to  a  savvy  Howard  Stringer 


oward  Stringer  watches  the 
White  House  closely  these  days, 
and  not  just  because  the  cam- 
paign is  in  full  cry.  Stringer  is  president 
of  the  CBS/Broadcast  Group.  And  it 
seems  as  if  the  Bush  Administration 
can't  stop  messing  with  his  network. 
First,  Dan  Quayle's  infamous  criticism 
of  Murphy  Brown  sent  the  ratings  of 


STRINGER:  WITH  RATINGS,  ADVERTISING,  AND 
PROFITS  UP,  EVEN  TISCH  IS  PLEASED 


the  CBS  program's  season  premiere 
through  the  roof.  Then  President  Bush 
proposed  four  Presidential  debates  on 
each  Sunday  leading  up  to  the  election, 
which  could  have  disrupted  CBS'  telecast 
of  the  World  Series. 

Stringer  can  live  with  the  compromise 
schedule,  which  was  hammered  out  after 
discussions  between  the  Bush  and  Clin- 
ton campaigns  and  intense  lobbying  by 
CBS.  The  network  still  will  get  squeezed 
on  Oct.  11,  when  the  first  debate  airs  at 
7  p.m.,  in  the  middle  of  a  baseball  play- 
off doubleheader.  Stringer  says  CBS  will 
delay  the  second  game  and  join  the  de- 
bate in  progress  if  the  first  game  goes 
into  extra  innings.  "There's  nothing  I 
can  do  about  it,"  he  says  with  a  sigh. 


"It's  a  headache,  but  it  will  go  ; 

Stringer  knows  how  to  make  tl 
of  a  bad  lot.  It's  a  skill  that  has 
him  survive  and  thrive  at  one 
toughest  jobs  in  broadcasting.  As 
to  CBS  Chairman  Laurence  A.  Tisr 
1988,  Stringer  carried  out  the  dr;i 
cutbacks  ordered  by  the  network 
tere  owner.  But  he  also  engineer* 
dramatic  resurgence  to  ratings  su 
cy  (chart).  "I  wouldn't  have  given 
nickel  for  Howard's  chances,"  sa\ 
Rather,   anchor  of  the  CBS  E 
News.  "He's  a  master  strategist 
master  diplomat." 
MATURE  VIEWING.  The  Strategy  it 
comeback  was  straightforward  f 
Two  seasons  ago,  the  network  wa> 
in  last  place.  With  shows  such 
Minutes  and  Murder,  She  Wri 
lineup  appealed  mostly  to  older  v 
So  Stringer  and  programming  chi 
frey  F.  Sagansky  decided  to  tui 
perceived  weakness  into  a  virtui  ! 
went  after  the  35-to-54-year-old  ai 
in  earnest,  even  at  the  expense 
young  viewers  whom  sponsors  si 
crave.  The  two  calculated  that  Ai: 
and  Fox  Broadcasting  Co.  would  > 
for  the  kids,  while  CBS  would  hac 
older  audience  to  itself. 

Stringer  backed  Sagansky  as  hi : 
oped  series  such  as  Northern  Ex 
and  Evening  Shade.  Several  1: 
stellar  performers.  And  by  cult 
Hollywood  producers  such  as  Ga 
vid  Goldberg,  Diane  English,  and 
Bloodworth-Thomason,  CBS  has 
still  more  shows,  such  as  Love  6 
that  appeal  to  viewers  who  pre 
mantic  comedy  to  Bart  Simpson, 
er,  an  Oxford  graduate  who  collec 
books,  says  this  partly  reflects  h 
tastes:  "It's  much  easier  to  put 
thing  on  the  air  that  you  like." 

He  also  used  a  good  measure  o 
macy.  The  6-foot,  4-inch  Welshma 
on  his  considerable  charm  as  well 
27  years  at  CBS  to  boost  flagging 
after  the  cutbacks.  Stringer  wooe 
Peter  A.  Lund,  who  had  left  CBS 
to  run  Multimedia  Co.,  to  reorgan 
network's  creaky  advertising 
force.  A  former  president  of  CBS 
Stringer  also  broke  down  barri( 


114  BU:.irJESi  WEEK/OCTOBER  19,  1992 


news  and  enlerlainnienl  divi- 
ich  often  acted  like  feuding 
The  result:  CBS  should  widen 
er  ABC  and  NBC  this  season, 
atings  no  longer  guarantee 
s  hurt  itself  badly  by  overbid- 
narquee  events  such  as  base- 
even  Stringer  acknowledges 
core  network  may  not  make 
1992.  But  the  Tiffany  network 

0  cash  in  on  its  new  status  by 
d  sales  147'  during  the  annual 
en  sponsors  buy  commercial 
le  upcoming  season.  That,  and 

the  TV  stations  it  owns  and 
has  led  media  analyst  Alan  J. 

1  of  PaineWebber  Inc.  to  pre- 
;bs  Inc.  will  earn  $165  million 
es  of  $3.5  billion  in  1992.  CBS 
million  last  year. 

isch  is  impressed:  "What  we 
ved  with  Howard  is  a  uniform 
he  says.  "We're  inter- 
putting  on 


'88-'89    ■89-'90    '90-'91  '91-92 
'RIME-TIME  RATINGS  (EACH  RATING  POINT 
fS  920,000  TELEVISION  HOUSEHOLDS) 


the  best  programnung  possible.  But  in 
the  context  of  the  1990s,  that  has  to  be 
done  with  efficiency." 

Not  an  easy  message  to  preach,  es|)e- 
cially  to  staffers  who  take  CBS'  tony 
nickname  to  heart.  But  colleagues  say 
Stringer,  50,  was  helped  by  the  alliances 
he  forged  in  a  lustrous  career.  He  won 
nine  Emmy  Awards  as  a  CBS  News  pro- 
ducer. "You  can  only  walk  into  a  situa- 
tion like  he  did  with  an  enormous  reser- 
voir of  respect,"  says  Anthony  C. 
Malara,  president  of  affiliate  relations. 

Malara  should  know.  He  leaned  heavi- 
ly on  Stringer  to  help  defuse  an  ugly 
dispute  between  CBS  and  its  affiliates. 
They've  been  up  in  arms  since  the  net- 
work's May  announcement  that  it  was 
slashing  the  $121  million  it  pays  affili- 
ates to  carry  everything  from  60  Min- 
utes to  the  afternoon  soaps. 
Affiliates  complain  regularly  about 
compensation,  but  this  dispute  had 
mushroomed  into  a  full-fledged  re- 


TV  FOR  GROWN-UPS 

CBS'  core  audience  is  key 
to  Stringer's  winning 
strategy.  The  network  now 
enthusiastically  courts  the 
older  crowd  and  lets  its 
rivals  run  the  kids'  stuff. 
Love  &  War  (left)  and 
Murphy  Brown  are  not  for 
the  902 10  gang 


DATA:  A  C  NIfLSfN  CO. 


volt.  Some  stations  threatened  to  pre- 
empt low-rated  CBS  shows,  and  two  ma- 
jor affiliates  even  dropped  CBS  This 
Morning.  Stringer  backed  off  from  the 
plan  on  Oct.  6,  when  he  met  with  affili- 
ates in  Chicago  and  lopped  almost  half 
off  CBS'  proposed  $20  million  cutback. 
Affiliates  are  mollified:  "They  reached 
back  into  the  old  CBS  playbook  and  acted 
with  class,"  says  Alan  Bell,  president  of 
the  broadcast  division  of  Freedom  News- 
papers Inc.,  which  owns  four  CBS  affili- 
ates. The  old  plan,  he  says,  was  "a  series 
of  miscalculations  and  blunders." 
SMART  SHIFTS.  Stringer  has  had  more 
success  building  bridges  inside  the  net- 
work. Last  season,  for  example,  he  pre- 
vailed on  Sagansky  to  move  the  CBS 
News  magazine  48  Hours  from  Thurs- 
day at  9  p.m.,  where  it  was  being  clob- 
bered by  NBC,  to  Wednesday  at  10  p.m. 
Now,  the  show  earns  solid  ratings  and 
even  finished  No.  1  the  week  it  covered 
Hurricane  Andrew.  Such  success  led  Sa- 
gansky to  encourage  a  third  news  maga- 
zine show.  Street  Stories. 

Despite  his  background  in  news. 
Stringer  has  become  a  fairly  shrewd 
player  in  Hollywood.  He  wines  and  dines 
key  writers  and  producers  and  reads 
scripts  tirelessly.  Insiders  say  Stringer 
was  an  early  champion  of  Northern  Ex- 
posure. "His  instincts  about  entertain- 
ment programming  are  about  as  good  as 
you  can  get,"  says  Sagansky. 

Bloodworth-Thomason  says  Stringer 
saved  one  of  her  hit  shows.  Designing 
Women.  Sagansky's  predecessor  at  CBS 
had  yanked  the  show  before  it  had  a 
chance  to  build  an  audience.  To  lobby  for 
it,  Bloodworth-Thomason  had  lunch  with 
Stringer,  who  said  he  liked  the  show. 
Soon,  Designing  Women  was  back  on 
CBS'  schedule.  "I  said  to  myself,  'Why  is 
this  very  proper  guy  with  a  British  ac- 
cent getting  so  excited  about  a  show 
about  southern  women?'  "  she  says. 

Stringer  is  stalking  other  talent  as 
well.  CBS  is  hot  to  sign  NBC  talk  show 
host  David  Letterman  to  rescue  its  mori- 
bund late-night  schedule.  Tisch  even  has 
a  baseball  cap  emblazoned  with  the 
name  of  Letterman's  show  on  prominent 
display  in  his  office. 

Media  buyers  say  Stringer  is  not  as 
inspired  by  the  more  mundane  world  of 
ad  sales.  About  the  only  marketing  issue 
that  animates  him  is  CBS'  crusade  for 
older  viewers.  This  season,  he  hopes  to 
persuade  his  still  chary  salespeople  that 
gray-haired  viewers  can  be  golden  for 
CBS.  Rivals  may  snipe  that  it's  the  net- 
work for  grannies,  but  with  Madison  Av- 
enue predicting  that  it  will  win  the  rat- 
ings race  comfortably  this  season. 
Stringer  can  afford  to  relax.  After  what 
CBS  has  weathered,  a  little  tranquility 
may  be  just  what  he  needs. 

By  Mark  Landler  in  New  York,  with 
Ronald  Grover  in  Los  Angeles 
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Investing 


WHEN  YOUR  BROKER  LEADS  YOU 
DOWN  THE  GARDEN  PATH 


If  growing  numbers  of  peo- 
ple are  easy  marks  for 
[leddlers  of  (luestionable 
investments  or  outright  finan- 
cial swindles,  there  are  sound 
reasons.  The  lengthy  reces- 
sion has  meant  high  unem- 
ployment, fewer  salary  in- 
creases and  bonuses,  and  a 
drastic  slide  in  interest  rates 
on  savings.  "It's  not  surpris- 
ing that  more  people  get  tak- 
en when  they're  desperate," 
says  Lawrence  Sucharow,  a 
New  York  attorney  who  spe- 
cializes in  investors'  rights. 

While  they  may  not  fall  for 
seemingly  obvious  scams  and 
cold-call  artists,  sophisticated 
investors  can  succumb  to  a 
more  widespread  danger:  los- 
ing money  because  an  other- 
wise reputable  broker  has 
abused  their  trust. 

Often,  the  abuse  occurs 
when  the  broker  forecasts  an 
investment  return  that  can't 
realistically  be  realized  or 
urges  clients  to  ijurchase  the 
wrong  kind  of  investment  for 
their  portfolios — high-yield 
junk  bonds,  for  example,  for 
someone  on  the  verge  of  re- 
tirement. Occasionally,  bro- 
kers buy  or  sell  stocks  with- 
out authorization,  collecting 
hefty  connnissions  even  as 
the  value  of  the  client's  ac- 
count plunges  disastrously. 
HASTY  MOVES.  There  can  be  a 
fine  line,  of  course,  between  a 
broker  who  oversteps  profes 
sional  bounds  and  one  trying 
to  help  a  desperate  client.  San 
Diego  attorney  and  former 
broker  John  Allen  says  many 
people  are  so  dismayed  about 
low  interest  rates  on  savings 
that  they  plead  with  lirokers 
for  higher  yield.  Frantic  about 
their  financial  future,  they 
can  ignore  warnings  about 
the  risks  associated  with  cer- 
tain investments. 

"In  most  cases,  the  problem 
isn't  that  you  haven't  e.\- 


plained  things,  savs  a  veter- 
an broker  at  Prudential  Secu- 
rities. "It's  that  the  investor 
doesn't  listen  because  he's  so 
set  on  getting  a  bigger  num- 
ber." Often,  he  adds,  clients 
who  complain  that  a  broker 
has  made  unnecessary  trades 
to  generate  commissions — a 
process  called  churning — sat 
contentedly   over  the  years 


while  the  trader  made  their 
account  grow.  "Suddenly,  a 
stock  dives,  and  the  client  is 
ready  to  blame  you." 

Still,  there's  no  question 
that  some  brokers  get  carried 
away.  The  riskier  the  invest- 
ment you  can  be  talked  into, 
the  higher  the  commission  the 
broker  collects.  Typically,  a 
bond  sale  earns  about  1.5'/'', 


iiiiii  iiai  funds  carry  4% 
and  a  limited  partnershi 
mission  runs  lO'A  or  ml 

Sometimes  it  only 
phone  call  or  two  for  a 
to  lure  a  client  into  «| 
deal.  A  summertime 
by  Louis  Harris  &  Assl 
found  that  just  over  or] 
of  all  Americans  hai 
)ntacted  by  phone  abo^ 
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.n  investment, 
of  20,  or  5%, 
)ome  schemes 
i-tech  pitches, 
that  asited  in- 

0  pour  thou- 
loilars  into  ap- 
for  interactive 
hcenses  from 
rnment.  "It's 
con  game  that 
?deral  lotteries 
ir-telephone  h- 
d  oil  and  gas 

few  years 
ays  Barbara 
\f,  who  heads 

■  Business  Bu- 
ew  York. 
7c  of  investors 
irris  Poll  pur- 
als  that  were 

by  complete 

But  the  re- 
new either  the 
the  company  he  or 
;ented. 

unlike  the  victims 
il  hustlers  who  dis- 
th  your  money,  in- 
10  feel  that  a  broker 
ed  them  have  a 
recoup.  Regulations 
'arious  stock  ex- 
nd  the  National  As- 
if  Securities  Dealers 
^81)  require  brokers 
st  suitable  invest- 
3r  considering  a  cli- 
s,  income,  and  risk 
So  an  irate  investor 
e  misrepresentation 

■  suitability"  and  de- 
ititution  from  the 
arbitration. 

as  the  basis  of  a 
nst  Signa  Securities 

1  by  an  investor, 
age,  who  asked  for 
1  of  $1.7  million  he 
limited  partnership, 
an  arbitration  panel 
lim  $5  million,  puni- 
ges  included. 

!ING.  The  NASD  can 
hearing  in  which  an 
case  is  presented  to 
lember  panel.  For 
;ums  up  to  $10,000, 
Fee  is  less  than  $27.5; 
amounts,  the  fee  is 
,500. 

ecently,  says  Su- 
nvestors  had  slim 
winning  in  arbitra- 
:  was  because  the 
t  rule  on  complaints 
i  up  solely  of  securi- 


WHAT  TO  DO  WHEN 
A  BROKER  CALLS 

►  Make  sure  you  query  the  broker 
about  the  risks  of  suggested  invest- 
ments and  whether  they  are  suitable 
for  your  needs  and  goals 

►  If  you  buy,  immediately  make  a 
note  of  the  broker's  statements  re- 
garding yield,  interest  rates,  fees, 
length  of  investment,  and  risk 

►  Check  monthly  and  quarterly  state- 
ments to  see  how  the  investment  mea- 
sures up  to  the  claims  that  were  made 
for  it.  Such  diligence  will  help  you  in 
any  future  dispute  with  the  broker 


ties  professionals.  "Now 
they've  cleaned  up  their  act," 
he  says,  by  including  two  rep- 
resentatives from  outside  the 
industry  on  the  three-member 
panels. 

It  isn't  necessary  to  have  a 


lawyer  represent  you, 
but  if  the  dispute  is  over 
a  large  sum,  some  secu- 
rities experts  will  handle 
your  case  on  a  contin- 
gency basis.  For  a  rela- 
tively small  amount,  you 
might  arrange  to  buy  a 
few  hours  of  a  lawyer's 
time  to  get  advice  on 
how  to  present  your 
case.  And  the  former 
brokers  behind  Inves- 
tors Arbitration  Services 
(800  678-8185)  provide 
counsel  for  25%  of  any 
money  received  if  the 
case  is  settled  before  it 
goes  to  arbitration. 

Before  inquiring 
about  battling  a  broker, 
become  clear  on  just 
who  is  at  fault.  Possibly 
the  broker  recommend- 
ed a  stock  in  good 
faith — but  the  brokerage  it- 
self had  been  fooled.  It  hap- 
pened in  the  case  of  a  Long 
Island  firm  that  recently  built 
a  phony  tax  shelter  around 
the  idea  of  leasing  inexpen- 
sive computerlike  thermostats 


to  make  homes  "intelligent" 
and  reduce  electricity  bills. 
Sucharow's  firm — Goodkind, 
Labaton,  Rudoff  &  Su- 
charow — saw  that  the  defunct 
leasing  company  didn't  have 
any  assets. 

A  class  action  suit,  howev- 
er, won  $18  million  for  the 
scammed  investors  from  the 
accounting  firms,  the  attor- 
neys, and  the  engineering 
consultants  who  unwittingly 
helped  make  the  operation 
look  sound. 

A  class  action  might  also 
help  recoup  your  investment 
if  you  buy  a  company's  stock 
on  the  advice  of  a  responsible 
broker  and  it  suddenly  nose- 
dives for  no  apparent  reason. 
The  idea,  says  Sucharow,  "is 
to  uncover  why  the  market 
was  caught  unaware."  Dis- 
covery of  deception  in  past 
pronouncements  by  company 
executives  or  SEC  filings 
might  convince  a  court  that 
shareholders  who  thought 
they  were  legitimate  investors 
were  something  else  entirely: 
victims.  Do}i  Dunn 


AN  OFFER 

WE  COULD  REFUSE 


In  the  old  TV  series  Racket 
Squad,  the  host  used  to 
sign  off  by  intoning:  "And  it 
could  happen  to  you."  Those 
immortal  words  still  ring 
true  in  the  penny-stock 
trade.  Despite  a  Securities  & 
Exchange  Commission  crack- 
down and  new  SEC  strictures, 
penny-pitchers  keep  bom- 
barding the  public  with  high- 
pressure  sales  calls. 

We  ought  to  know — it  hap- 
pened to  us. 

Late  this  summer,  the 
BUSINESS  WEEK  offices  were 
inundated  with  calls  from 
penny-stock  salesmen  at  a 
small  New  Jersey  brokerage 
called  L.  C.  Wegard.  Recipi- 
ents ranged  from  clerks  to 
high-level  editors — and  in- 
cluded the  authors  of  the 
two  articles  on  this  page. 

It  was  a  quintessential 
penny-stock  campaign.  "We 
really  feel  this  stock  is  about 
to  take  off,"  a  Wegard  bro- 


ker enthused  about  Centner 
Communications,  a  Utah 
company  that  was  pitched  to 
me  in  August,  when  it  was 
$1.25  a  share.  (It  now  trades 
at  88$.)  Other  editors  were 
hawked  Officeland,  an  On- 
tario-based inventory  liquida- 
tor for  distressed  companies. 
Officeland  has  had  troubles 
itself — second-quarter  prof- 
its were  down  50%,  a  tidbit 
not  shared  with  BUSINESS 
WEEK  callees.  Wegard's  man- 
aging director,  Leonard 
Greer,  maintains  that  the 
two  firms  "were  thoroughly 
researched.  We  feel  they  are 
good  investments." 
PERFECTLY  LEGAL.  The  We- 
gard penny-peddlers  had  no 
luck  with  us.  But  they  did 
give  us  a  firsthand  look  at 
the  impact  of  those  new  SEC 
rules.  As  of  last  July  15,  bro- 
kers must  give  prospective 
penny-stock  buyers  a  four- 
page  risk-disclosure  docu- 


ment advising,  among  other 
things,  that  "high-pressure 
sales  techniques  can  be  a 
warning  sign  of  fraud." 

Oh  really?  BUSlNE.ss  week 
editors,  myself  included, 
were  pressured  to  buy  thou- 
sands of  shares  on  the 
spot — and  none  of  us  got  a 
disclosure  statement.  But  it 
was  perfectly  legal.  You  see, 
Centner  and  Officeland  trade 
on  the  NASDAQ  system  run 
by  the  National  Association 
of  Securities  Dealers.  The 
penny-stock  rules  apply  only 
to  stocks  traded  via  the  OTV 
Bulletin  Board,  which  lists 
the  tiniest  stocks,  and  they 
exempt  exchange-traded  and 

NASDAQ  Stocks. 

On  Jan.  1,  more  SEC  rules 
take  effect,  requiring  disclo- 
sure of  price  quotes  and 
compensation  of  the  sales 
person.  Big  deal.  Brokers 
can  avoid  those  rules,  too,  by 
sticking  to  NASDAQ  stocks. 
So  if  the  penny  salesman 
calls,  try  this  "enforcement" 
technique  used  by  one  of  my 
colleagues:  "I  told  him  where 
to  go  and  slammed  down  the 
phone."  Gary  Weiss 
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Smart  Money 

FEELING  CONTRARY? 
CHECK  OUT  THE  CONTINENT 


Even  before  Eurupe's  cur- 
rency markets  came  un- 
glued,  most  of  the  Conti- 
nent's stock  markets  were 
suffering  through  a  lousy 
year.  High  interest  rates  and 
sluggish  economic  growth 
are  anathema  to  equity  in- 
vestors. And  the  transforma- 
tion of  Europe  into  one 
mega-economy  seems  more 
distant  than  ever. 

But  when  markets  are  the 
most  beaten  up  is  usually 
when  they're  the  most  at- 
tractive. And  the  savviest 
way  to  get  into  European 
stocks  now  is  through 
closed-end  funds.  The  major- 
ity of  the  funds — which  are 


INVESTING  IN 
EUROPEAN  FUNDS 


Closed-end 
fund  Oct 

Price 

5,  1992 

Discount  to 

net  asset  value 

FRANCE 
GROWTH 

91/2 

16% 

PORTUGAL 

8% 

16 

SCUDDER 
NEW  EUROPE 

8% 

n 

SWISS 
HELVETIA 

15 

2 

WORLDWIDE 
VALUE 

131/8 

11 

'  Estimotes   DATA  THOMAS  J  HERZFEID  ADVISORS  INC 

similar  to  mutual  funds  ex- 
cept they  have  a  fixed  num- 
ber of  shares  that  trade  like 
stocks — sell  at  a  double-digit 
discount  to  their  net  asset 
value  (NAY).  In  other  words, 
prices  of  the  fund  shares  are 
less  than  the  value  of  the 
stocks  the  funds  hold. 
ON  THE  CHEAP.  Thomas  Herz- 
feld,  a  private  investment 
manager  and  leading  expert 
on  closed-end  funds,  has 
been  snapping  up  European 
funds  as  holders  dump  them. 
"Since  the  currency  devalua- 
tion on  Sept.  14,  these  funds 
are  down  IS'-!,"  he  notes. 
"That  creates  opportunities." 
Catherine  Gillis,  editor  of 


Mo  rn  i  ng.sta  r  CI osed-En  d 
Funds,  also  looks  favorably 
on  European  funds  as  a  con- 
trarian play  because  "no  one 
has  a  good  word  for  them." 

Even  contrarian  investors 
must  be  discriminating.  Mi- 
chael Porter,  who  follows 
closed-end  funds  for  Smith 
Barney  Harris  Upham, 
thinks  that  France  Growth 
Fund,  at  a  discount  to  n.av 
of  16'',  and  Swiss  Helvetia 
Fund,  at  a  2''<  discount,  are 
conservative  bets.  France 
looks  good  to  him  because  in- 
flation is  down,  wage  growth 
is  low,  and  France's  budget 
deficit  is  under  control. 
While  it's  true  that  the  Swiss 
stock  market  is  the 
only  European  bourse 
showing  double-digit 
gains  this  year.  Porter 
still  thinks  Helvetia  is 
a  good  buy  because  of 
declining  inflation,  fall- 
ing interest  rates,  and 
stock  market  deregula- 
tion. 

Those  willing  to  ac- 
cept more  risk  might 
look  to  southern  Eu- 
rope. Some  analysts 
find  Portugal  Fund, 
with  a  discount  to  NAV 
of  IH'',  tempting. 
Wages  are  low,  foreign 
investment  is  up,  and 
state-owned  enterprises  are 
being  privatized. 

There  are  single-country 
funds  for  every  nation,  but 
some  investors  may  be  more 
comfortable  with  a  diversi- 
fied fund.  Scudder  New  Eu- 
rope Fund,  for  one,  hunts  for 
growth  stocks  that  can  pros- 
per even  in  a  sluggish  eco- 
nomic environment.  Herzfeld 
has  been  buying  Worldwide 
Value  Fund.  It's  not  a  Euro- 
pean fund  per  se,  but  Herz- 
feld says  its  holdings  are 
now  entirely  in  Europe.  So  at 
least  one  manager  who  could 
go  elsewhere  thinks  that's 
where  the  world's  best  val- 
ues are.  Jeff  Ladennan 


Travel 


YOUR  QUICKEST  ROUTE 
TO  A  FREE  FLIGHT 


,emember  the  fly-three, 
fly-free  airline  promo- 
tions of  recent  years? 
Well,  it's  October,  and  the  air- 
lines' autumn  giveaways  are 
back.  They're  not  as  lucrative 
or  simple  as  past  promotions. 
Still,  they're  welcome  rewards 
for  business  travelers  who 
survived  the  crowded,  half- 
priced  summer  of  '92. 

Most  major  U.  S.  carriers 
are  offering  free  tickets  or 
first-class  upgrade  coupons  to 
frequent-flyer  program  mem- 
bers who  take  multiple  flights 
between  early  September  and 
Dec.  15  to  Dec.  18.  Depending 
on  the  airline,  for  two  to  five 
round  trips,  you  get  a  free 
domestic  ticket;  four  to  eight 
round  trips  bag  a  trip  to  Ha- 
waii or  Europe;  and  on  sever- 
al carriers,  four  to  11  round 
trips  win  travel  to  Asia.  Most 
carriers  automatically  track 
your  credits  and  then  send 
you  certificates  that  you  can 
exchange  for  tickets.  These 
awards  are  in  addition  to  reg- 
ular frequent-flyer  credits. 

You  accrue  awards  based 
on  the  number  of  round  trips 
you  fly  or  the  individual  flight 
segments  flown.  Usually,  ac- 
cruing segments  is  the  quick- 
er route  to  an  award. 
MORE  LEGS.  For  example,  you 
would  need  four  round  trips 
on  United  to  get  a  domestic 
ticket  if  you  flew  nonstop. 
But  choose  connecting  flights 
through  Denver  or  some  oth- 


er city  and  you'd  onljK 
two  round  trips,  or  eigjs 
ments,  to  earn  the  fre' 

If  you  have  really  Ice 
tance  travel  planned — ; 
Asia — several  airline; 
freebies  based  on  m 
flown.  American  and 
require  12,000  miles  for 
domestic  ticket.  Fly 
miles  on  Continental  or 
ican,  and  take  home  a 
ticket  to  Europe  or  P 
United  requires  3,000 
miles  for  the  same  goo 
PLAN  AHEAD.  Whicheve: 
it  method  you  choos 
mindful  of  minimum-fs 
quirements.  Northwes 
United  require  you  to 
at  least  $50  one  way 
round  trip).  But  Americ; 
Delta  mandate  $50  pe 
ment  flown  on  each 
That's  $200  round  tr 
travel  requiring  connect 
making  many  short-hoj 
ineligible. 

Award  travel  is  go( 
tween  January  and  May 
Northwest  allows  trips 
fall.  Blackout  dates  va 
check  before  picking  a  c 

Also,  you  can  r( 
award  credits  on  An 
West,  TWA,  USAir,  and 
for  first-class  upgrades 
through  much  of  1993.  \ 
member:  Upgrades  are 
ously  difficult  to  use 
popular  times  of  the  d; 
heavy  business  flights 
Friday  nights.  .//V/j 
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The  new  Casio  SF  R20  Executive  B.O.S.S. 

We've  built  more  into  it 
so  you'll  get  more  out  of  it. 


Productivity 


Organization 


Better 
Resolution 


Among  palm 
top  organizers, 
there  can  only 
be  one  B.O.S.S.  The  all 
new  Casio  SF  R20  Executive 
B.O.S.S.  is  loaded  with  features 
designed  to  give  you  effortless  access  to 
iformation,  such  as  a  built-in  Lotus  12  3 
npatible  spreadsheet.  A  40  character  by  10 
ersized  display  allows  simultaneous  view- 
its  multiple  f  unc- 
nd  a  "window" 
enu  provides  easy 
to  its  numerous 
3s:  SCHEDULING 

arm  to  remind  you  of  appointments;  TO  DO, 
i  list  for  vital  tasks;  plus  FREE  FILE,  an 
)-use  text  editor  with  functions  like  cut. 


:e9ft»PR0DUCT  MEETING 
!eeP»POUJER  LUNCH 


copy  and  paste.  There's  even  a  one  button  "Help" 
feature  for  all  built-in  functions. 

With  its  large  256K  memory,  the  Executive 
B.O.S.S.  can  hold  thousands  of  appointments, 

phone  numbers,  addresses, 
memos  and  calculations. 
Plus,  the  B.O.S.S.  series 
features  IC  card  expand- 
ability for  even  more 
memory,  communications  and  various  special 
applications.  And  the  Executive  B.O.S.S.  can  be 
linked  to  your  PC  with  its 
optional  interface.  All  of 
which  goes  to  show  that 
the  Casio  SF  R20  is  the 
one  B.O.S.S.  that  actually 
makes  your  job  easier.  For  more  information  and  a 
store  location  nearest  you,  please  call  1-800-423-1700. 


EC  21  [Sfirj 

n  10: 25"!; 


SF-5300 


SF-83U0 


SF-9300 


SF-9600 


SF-RIO 


TRY  SELLING  THIS  SWEDE  A  CRAMPED  Ca 


Probab!/  because  they  have  more 
fresh  air  per  p  M  son  than  any  other 
European  count     Swedes  adore  their 
great  outdoors.  A  national  characteristic 
not  Ignored  by  Saab  i.'i  tgineers. 

Examine  their  w       on  the  Saab 
9000,  for  example.  To  ^ain  more  interior 
space,  they  defied  all  th  ■  '"onventions 


of  executive  cars.  By  desipnir 
versely-mounted  engine  th.ii: 
front  wheels,  they  were  able  tf; 
transmission  tunnel  and  also  sli  c 
rear  suspension. 

Providing  plenty  of  room,6r 
knees,  legs  and  heads  (a  tair 
average  nation,  the  Swedes),'' 


■Hi 


Dacious  enough  to  seat  five 
:ably  on  a  long  journey, 
why  the  US  Environmental 
;ncy  classifies  it  as  a  "large 
there's  plenty  of  room 
ge  too.  And,  in  winter,  for 
being  Saab,  extra  space  is 
t  the  expense  of  safety. 

el  Year  '93  Standard  in  certain 
le  as  extras  evetywhere. 


We  still  have  the  reinforced  side  panels 
that  we  pioneered.  We  still  have  the 
crumple  zones  to  protect  passengers. 

We  still  have  the  airbags*  to  save 
lives  during  collision.  After  all,  if  you 
possess  all  this  precious  space,  it  needs 
to  be  properly  preserved. 
SAAB.  TRULY  SWEDISH. 
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For  too  long,  the  only  reminders  of  the  contnbutions 
of  American  servicewomen  have  been  photos  stored  away  in 
boxes  and  dresser  drawers. 

Now,  Congress  has  authorized  a  memorial  to  Women  in 
Military  Service,  to  be  built  at  the  gateway  to  Arlington  National 
Cemetery.  It  will  honor  our  mothers,  daughters  and  sisters 
who  have  served  America  from  the  Revolutionary  War  to 
Oesert  Storm.  What's  more,  the  names  of  all  military  women- 
active  duty,  Reserve,  National  Guard  and  veterans,  living  and 
da-eased— are  eligible  for  registration  at  the  Memorial. 

While  Congress  has  authorized  the  Memorial,  it  must  be 


built  with  non-Federal  funds.  Call  toll-free  to  preserve  a  pK 
in  history  and  help  build  the  Memorial. 


America's  servicewomen  have  always 
answered  the  call.  Call  now  to  honor  them. 


1-800-4-SALUIE 

Women  In  Military  Service  Memorial 


i  K 


Dept.  560,  Washington  D.C.  20042-0560 
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se  around  a  decent 
3  shop,  and  it  may 
)rise  you  just  how 
tively  cheap  Euro- 
;  there  are.  Despite 
tous  fall  of  the  dol- 
1  World  currencies, 
tremendous  values 
in  European  wines, 
1  Zraly,  wine  direc- 
dows  on  the  World 
t  in  New  York, 
ause  copious  crops 
3  1980s  have  kept 
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y.  And  many  Euro- 
makers  have  held 
prices  to  avoid  los- 

0  California  rivals, 
ng  is  also  good  for 
iropean.  The  1991 
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demand  for — and 
-the  great  vintages 
1980s  are  likely  to 
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s  looming  agricul- 
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uy.  The  succession 
ful  vintages  during 
nakes  it  fairly  easy 
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Bordeaux  and  Bur- 
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RS.  From  there  on, 
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you  plan  to  imbibe, 
e  a  proper  storage 
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aten-track  estates 


Potables 


IN  EUROPE,  IT  WAS  A  LOT 
OF  VERY  GOOD  YEARS 


of  the  better-known  chateaux. 

A  good  example  is  Chateau 
Meyney,  which  is  operated  by 
the  owners  of  the  much  re- 
spected Chateau  Talbot.  A 
1988  Chateau  Meynev  goes 
for  $13  to  $16  per'  bottle,  vs. 
$17  to  $20  for  the  1989.  Both, 
Wiegand  cautions,  should  be 
stored  for  five  years  or  more 
before  they're  drunk.  If  you 


want  a  wine  to  drink  now  and 
you're  more  interested  in  a 
prestige  label  than  the  pinna- 
cle of  taste,  try  a  1987  from  a 
premier  cru  chateau.  In  New 
York,  1987  Chateau  Lafite-. 
Rothschild  is  being  advertised 
as  low  as  $39 — 50'/'  under 
suggested  retail  price.  Or,  if 
you're  looking  for  a  good, 
moderately  priced  wine  to 


WHERE  TO  FIND  WINE  BARGAINS 

BORDEAUX  (FRANCE)  Though  a  great  vintage,  the  1989  reds 
tend  to  be  overpriced.  There  are  better  values  among  the 
plentiful  1 988s,  another  excellent  year.  For  wines  ready  to 
drink  now,  try  the  1985s,  v/hich  experts  rate  highly 

BURGUNDY  (FRANCE)  Among  the  reds,  the  hoopla  over  the 
great  19895  and  1988s  has  overshadowed  the  19875,  a 
good  vintage  whose  prices  have  stayed  down.  Of  the 
whites,  try  the  1989s  at  under  $10 

CHIANTI  (ITALY)  1 990  was  an  outstanding  vintage,  with 
great  buys  plentiful  in  the  $6  to  $12  range.  Higher  up  the 
scale,  look  for  on  older,  barrel-aged  Chianti  Classico  Ri- 
serva  in  the  $  1 0  to  $  1 5  price  range 

LANGUEDOC,  PROVENCE,  COTES  DU  RHONE  (FRANCE)  Wine  from 
such  less  prestigious  growing  regions  of  southern  France  has 
vastly  improved  in  the  last  decade  and  is  often  cheaper 
than  Bordeaux  and  Burgundies 

RIOJA  (SPAIN)  Generally  lighter  than  Bordeaux  reds,  wines 
of  this  region  offer  many  good  values  under  $10 


drink  now,  wine  writer  Alexis 
Bespaloff  suggests  choosing 
from  the  1985s! 

Of  the  red  burgundies,  Wie- 
gand recommends  the  1987s 
which,  though  not  absolutely 
top-notch,  got  less  recognition 
than  they  deserved.  They're 
also  ready  to  drink,  and  many 
retailers  are  discounting  them 
to  make  way  for  more  recent 
vintages.  Of  the  whites,  Zraly 
says,  there  are  plenty  of  un- 
der-$10  bargains  among  the 
1989s  and  1990s.  His  pick  as 
"the  best  value  in  French 
white  wines":  the  1989  Macon- 
Villages  Caves  de  Vire  Le 
Grand  Cheneau,  at  $10  to  $12. 
Br  THE  BOOKS.  Another  bit  of 
advice:  Don't  ignore  the  bar- 
gains from  other  growing  ar- 
eas of  Europe.  For  these 
wines,  the  year  tends  to  be 
less  important.  As  an  every- 
day wine,  Wiegand  says  the 
1990  Chiantis  from  Italy  are 
"outstanding" — and  they  gen- 
erally go  for  under  $10.  Or 
spend  a  bit  more  and  go  for 
an  older  Chianti  Classico  Ri- 
serva.  Zraly  suggests  some- 
thing like  a  Brolio  Classico  Ri- 
serva  at  $12. 

Red  wines  from  north-cen- 
tral Spain  also  offer  good  val- 
ue. Wiegand  suggests  a  1987 
Valdemar  Rioja  Reserva  at 
about  $10.  The  1982  Gran  Re- 
serva at  about  $20  is  even  bet- 
ter: Wiegand  says  it  has  the 
taste  of  "an  old,  well-aged  ca- 
bernet sauvignon."  The  ex- 
perts also  counsel  trying 
wines  from  less  prestigious 
growing  areas  of  France, 
such  as  Languedoc,  Provence, 
and  Cotes  du  Rhone. 

If  you  feel  you  need  more 
guidance  in  making  a  deci- 
sion, buying  guides  by  wine 
critic  Robert  Parker  and  The 
l]'iiie  Spectato)-  give  detailed 
ratings  of  different  vintages. 
Or,  for  start-from-scratch  ad- 
vice, try  Zraly's  The  Windows 
on  the  World  Complete  Wine 
Course  (Sterling,  $22.95)  or 
Bespaloff's  The  New  Signet 
Book  of  Wine  (Signet,  $4.95). 
But  the  main  principle  is: 
Don't  be  afraid  to  take 
chances.  Given  the  high  quali- 
ty of  many  recent  European 
vintages,  you  won't  be  tip- 
pling many  bad  glasses,  no 
matter  what  type  of  wine  you 
buy.  Thane  Peterson 


-JESS 
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■    ICIDM    •   KINGS  CANYON   •  ARCHES    •  HOT  SPRINGS    •   BISCAYNE    •   YELLOWSTONE    •   SEQUOIA    •   GR.'iND  TETON   •   CARLSBAD  CAVERNS 


Hi-Tec  Posters  For  Parks 
First  Edition 


The  Future  Of  Our  National  Parks 

Is  In  Your  Hands 


Y 


.our  purchase  of  our  First  Edition  National  Parks  Commemorative  Poster  will  provide  funds  for  projects  in  our 
National  Parks,  Monuments  and  Historic  Sites.  All  net  proceeds  will  go  directly  to  these  projects  via  the  National  Parks 
And  Conservation  Association,  a  nonprofit  citizen  group  committed  to  the  preservation  of  America's  natural  and  cultural 
heritage.  For  only  $6.90  you'll  receive  a  beautifully  illustrated  19.\  33  inch  poster  featuring  the  flora,  fauna  and 
geographical  landmarks  from  dozens  of  National  Parks  and  Monuments.  It's  suitable  for  framing  and  makes  an  excellent 
educational  tool.  Tins  is  your  chance  to  help  our  National  Parks  and  to  enjoy  their  unique  beauty  cm  your  wall. 


The  Posters 
For  Parks  Senes 
IS  sponsored  by 
Hi-Tec  Sports 

/ii-TEC 


To  order  your  poster  send  a  check  or  money  order  (do  not  send  cash)  in 
the  amount  of  $6.90  per  poster  made  payable  to:  National  Parks  Poster  Offer 
PO  Box  6010  Westbury  NY  1 1592-6010 


Space  for  this 
ad  was  made 
available  by: 


Please  Print  Clearly: 
Number  Of  Posters  Ordered- 


to  Companies 

es  the  starting  page  for  a  story  or  feo- 
inificant  reference  to  a  company.  Most 
ire  indexed  under  their  own  names, 
ted  only  in  tables  are  not  included. 


AN  OFFER 

Worth  the  paper 
IT'S  printed  on. 

With  every  new  subscription. 

Business  Week  will  plant  a  tree 

in  one  of  America's  Heritage  Forests. 
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L  C  Wegord  117 

Leo  Burnett  75 

Lockheed  33,  90 

Lord.  Dentsu  &  Porlners  75 

Lotus  Development  33 

Louis  Harris  &  Associates  116 

Lufthansa  44,  48 
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M  &  H  Group  80 
Mogoinin  Phormaceuticals  88 
Manufacturers  Honover  Trust  42 
Marriott  34 

Morriott  International  34 
Morsh  &  McLennan  104 
Martin  Mofietta  80 
McCaw  Cellular 

Communications  69 
McDonald  s  75,  113 
McDonnell  Douglas  80 
McGraw-Hill  28 
McNeil  Pharmaceutical  88 
Medtronic  80 
Mellon  Bonk  95 
Members  Only  33 
Merck  88,  104 
Merrill  Lynch  94 
Merrin  Information  Services  63 
Michelin  30 
MicroAge  63 

Microelectronics  &  Computer 

Technology  44,  80 
Micron  Technology  80 
MicroProse  80 
Microsoft  44,  84 
M.  Kimelmon  104 
MMS  International  28 
Mobil  47 

Morgan  Stanley  47 
Motorola  58,  80 
Multimedia  114 


NationsBank  94 
NBC  114 

Nike  40 
Nintendo  75 

North  American  Philips  44 
Northern  Telecom  80 
Northwest  Airlines  7,118 
Novell  84 

o 


OfTicelond  117 
Olivetti  50 


Pome  Webber  114 
Philip  Morris  75 
Phillips  Electronics  35,  113 
PolyCeromics  80 
Portugal  Fund  1 18 
Pratt  &  Whitney  61 
President  Enterprises  7 
Prime  Computer  95 
ProHealth  of  America  90 


Prudential  Securities   1  16 
Public  Service  Electric  &  Gas  40 


Qingdao  Brewery  55 
Quodrex  61 


Raymond  James  &  Associates  104 
RCA  75 
RC  Colo  76 
Reebok  33 
Renault  6E2 
Rhone  Poulenc  Rorer  88 
Robinson  Humphrey  7 
Rockwell  International  30,  90 
Rural  Cellular  Development 
Group  69 


Salomon  Brothers  48 
Sandoz  80 

Scandinavian  Airlines  System  44 
Scudder  New  Europe  Fund  1 18 
Seattle  First  Notional  Bonk  99 
Semotech  80 

Sheorson  Lehman  Brothers  95 

lens  58 
Signa  Securities  1 16 
Smith  Barney  Hams  Uphom  118 
SmithKline  Beecham  80,  88 
Soligen  61 
Sony  35, 75 
Southwestern  Bell  44 
Southwestern  Bell  Mobile 

Systems  69 
Spur  Products  80 
SRI  International  80 
Stondord  &  Poor  94 
Steelcase  90,  122 
Swiss  Helvelio  Fund  118 


Target  35 

Teledyne  80 

The  Body  Shop  33 

Thomson  Consumer  Electronics  35 

3M  108 

Time  Woiner  40 

Toshibo  80 

Toys  'R'  Us  113 

TWA  118 


Union  Pacific  104 
United  Airlines  75,  118 
USAir  44,  118 
U  S.  West  44 


Voipe  Welty.  104 

w 


Wal-Mart  35 
Walt  Disney  6E2 
West  Coast  Video  113 
Weyerhoeuser  90 
William  M  Mercer  90 
Wolfram  Research  80 
WordPerfect  84 

Working  Assets  Long  Distance  33 
Worldwide  Value  Fund  1 18 
WPP  Group  75 
Wyeth  Ayerst  88 


Xerox  47,  58 

Xylon  Ceramic  Materials  80 

Y 


Young  &  Rubicom  75 

z 


Zenith  Electronics  35 
Zynoxis  80,88 


Every  week  Business  Week  brings  you  up  to 
date  on  the  world  of  business.  We're  committed 
to  bringing  you  coverage  of  business  news  tliat 
is  not  only  timely  but  insiglitful.  Now,  we're 
also  committed  to  teaming  up  with  you  to  make 
0  positive  contribution  to  our  environment. 

With  the  help  of  the  Global  ReLeof  Campaign 
of  the  American  Forestry  Association  (AFA),  we 
will  plant  a  tree  in  one  of  America's  Heritage 
Forests  with  every  new,  paid  Business  Week 
subscription. 

Global  ReLeaf  educates  people  on  opportunities 
to  enhance  the  environment  through  improve- 
ment of  trees  and  forests.  The  campaign  creates 
these  positive  environmental  opportunities  for 
individuals,  community  groups  and  businesses. 

The  Heritage  Forest  Program  is  one  such 
opportunity.  Heritage  Forests  are  special  public 
lands,  selected  by  the  AFA  as  lands  where 
privote-seclor  donations  con  create  new  forests, 
that  would  not  be  possible  under  existing  public 
programs  and  budgets. 


SUBSCRIBE  TO  BusinessWeek  NOW 

We'll  plant  your  tree  and  still  offer  you 
substantial  savings.  At  only  89<an  issue, 
you  save  64%  off  the  $2.50  cover  price 
and  make  a  positive  contribution  to  the 
environment. 

Enjoy  the  convenience  of  having  Business 
Week  delivered  and  the  satisfaction  of 
having  done  something  to  help  improve 
and  preserve  America's  forests. 

It's  easy  to  do.  fill  out  one  of  the 
post-paid  cards  found  in  this  issue  and 
drop  it  in  the  wail  today  or  call  toll-free 
1-800-635-1200. 

Foi  mote  mfoimolion  on  ihe  Globol  ReLeof  Piogrom,  toil  (202)  667-3300 
or  write  lo  Ihem  ot  P  0  Box  2000,  Woshiitglon,  D  C  2001 3 
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.wo  reasons  to  choose  the  Quiet  Coir^any. 


1.  Keeping  your  business  in  the  family. 

2.  The  superior  financial  strength  ot 

Northwestern  Mutual  Life. 

TVorthwestern  Mutual  Life  insurance  has  always  re- 
ceived theh  ighest  possible  ratings  for  financial  strength  by 
Moody  s,  Standard  &  Poors,  A.M.  Best  and  Dufi^&  Phelps. 
It  has  also  been  consistently  ranked  "the  most  financially 
sound  life  insurance  company  "  in  an  annual  Fortu/i/  study. 

Perhaps  that  's  why  business  owners  feel  secure  when 
they  rely  on  Northwestern  Mutual  Life  for  then"  estate 
and  business  planning  needs. 

The  more  reasons  you  have  for  wanting  the  most  se- 
cure life  insurance,  the  better  the  Quiet  Company  sounds. 

Nprthvyestern 
MutuarLile 

Tlie  Quiet  Company® 


'Ci  i'l'l'j  I  |„.  N,.i  (l,-.M  stci  I.  Miilu.il  Lid-  Insuranc-Conip.inv,  Milwaukee-,  \V.s>  ,.ns,n  Ruprmlc-d  In  pc-i  ii„.sK..i  „f  .N\.v..lv  s,  Stand.ud  &  Poor  s.  A  M.  Best.  [  )ull  &  l'licl|.s  ...i.l  /v//«w. 
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LEXINGTON  STRATEGIC  INVESTMENTS  -18  5 

FIDELITY  SELECT  MEDICAL  DELIVERY  -17  6 

UNITED  SERVICES  GOLD  SHARES  -14  3 

52-week  totol  return  % 

LEXINGTON  STRATEGIC  INVESTMENTS  -57  3 

UNITED  SERVICES  GOLD  SHARES  -47  0 

SCHIELD  AGGRESSIVE  GROWTH  -34  2 
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Treasury  bonds 
$11,422 

-0.60% 


U.  S.  stocks 
$11,057 

-2.31% 


III! 


Money  market  fund 
$10,330 

+0.06% 


Gold 
$9,744 

+0.69% 


DATA  RESOURCES  INC 


Foreign  stocks 
$9,702 

-3.47% 


age  are  as  oF  market  close  WecJnesday,  October  7,  1992,  unless  otherwise  indicated  October  6  Mutuol  fund  returns  ore  as  of  October  1  Relative  portfolios  ore  volued  as  of  October  6.  A 
icTude  S&P  500  companies  only,  performance  and  sfiare  prices  ore  as  of  market  close        more  detoiled  explanation  of  this  page  is  available  on  request. 


BUSINESSWEEK/OCTOBER  19,  1992  121 


rials 


REGIONAL  LESSONS 
FOR  THE  U.S.  ECONOMY 


Tliese  are  tough  times,  but  some  American  communities 
have  successfully  used  a  local  version  of  industrial  pol- 
icy to  create  badly  needed  gi'owth  through  technology. 
Silicon  Valley 'and  Boston's  Route  128  are  troubled,  yet  oth- 
er technology  "hot  spots"  are  emerging  in  the  land  (page  80). 
They're  in  geographically  diverse  places,  from  Austin,  Tex., 
to  Champaign-Urbana,  111.,  to  Corning  in  Upstate  New  York. 

Disparate  though  they  are,  these  growth  corridors  share 
some  important  characteristics.  In  every  case,  local  and 
state  governments,  universities,  and  businesses  big  and 
small  coalesced  to  create  growth  strategies.  The  result  has 
been  the  local  blossoming  of  industries  such  as  medical  tech- 
nology, advanced  ceramics,  software,  computer  gear,  semicon- 
ductors, and  lasers. 

The  growth  recipe  always  includes  the  universities,  which 
are  particularly  crucial  because  the  flow  of  ideas  from  lai)or- 
atory  to  risk-taker  is  the  engine  that  fires  high-quality  eco- 
nomic growth.  To  help  those  entrepreneurs,  the  successful 
hot  spots  have  countered  commercial  banks'  resistance  to 
lending  money  to  the  people  who  will  expose  them  to  risk. 
They  have  set  up  networks  of  "business  angels"  to  fund  the 
startups,  and  the  states  themselves  have  taken  a  far  more 
aggressive  role  in  jawboning  the  banks  for  business  loans 
than  the  federal  government. 

Is  this  a  kind  of  grass-roots  version  of  an  industrial  policy? 
Of  course.  Although  many  Americans  shrink  from  the  notion 
of  a  national  industrial  policy,  with  federal  bureaucrats  pick- 
ing winners  and  losers,  at  the  local  and  state  levels  new  coop- 
erative relationships  among  government,  business,  and  edu- 
cation are  proving  successful.  Smart  U.  S.  executives  know 
that  the  new  ways  of  cooperating  and  financing  startups,  so 
evident  in  the  growth  corridoi's,  offer  the  U.  S.  as  a  whole  a 
competitive  advantage  in  global  markets. 


TRY  A  NEW  APPROACH 
TO  WORKERS'  COMP 


In  the  bad  old  days  before  worker  compensation  laws,  an 
injured  worker  had  to  prove  in  the  courts,  under  common 
law,  that  an  employer  was  negligent.  Beginning  in  1911, 
the  states  mandated  medical  care  and  compensation  for  in- 
jured employees  who  found  themselves  unable  to  work.  Em- 
ployers agreed  to  pay  for  these  protections,  with  the  under- 
standing that  the  workers  would  not  bring  suit  against 
them.  Unfortunately,  the  system  has  disintegrated  into  an- 
other adversarial  nightmare  in  which  employees  and  compa- 
nies routinely  sue  each  other  over  everything  from  whether 
an  injury  is  work-related  to  which  physician  to  use  (page  90). 
Lawyers  and  doctors  benefit,  but  employer  costs  wax  while 
employee  benefits  wane. 

A  variety  of  experiments  around  the  country  show  how 
this  confrontational  frenzy  can  be  contained.  In  some  of  the 


most  promising,  employers  help  injured  employees  ret 
work  as  quickly  as  possible  without  putting  themsi'i 
risk.  That's  not  the  usual  practice  today.  Because  wt 
compensation  has  become  so  expensive,  many  emi 
won't  rehire  workers  with  a  history  of  injuries  or  wh 
perform  their  job  at  100%  capacity.  But  a  growing  nun 
companies  are' finding  that  it's  cheaper  to  recast  j 
give  workers  less  demanding  duties  than  it  is  to  pay  t' 
sit  home  in  front  of  the  TV  and  recuperate— even  if  a 
do  is  clean  uniforms,  as  injured  Steelcase  Inc.  factory 
ers  do.  Even  more  important,  such  light-duty  work  r 
litigation,  because  it  reduces  the  need  to  fight  about 
er  workers  are  ready  to  reassume  their  regular  jobs. 

There's  another  benefit  to  this  tack.  The  American 
Disal)ilities  Act  (ADA),  which  took  effect  in  July,  requii 
ployers  to  accommodate  disabled  workers— including 
disabled  at  work.  The  experience  of  several  employei 
gests  that  if  Corporate  America  actively  embraces  tl 
approach,  it  is  likely  to  alleviate  many  of  its  worker; 
pensation  headaches  at  the  same  time. 


PEROT  IS  PLAYING 
HIS  OWN  GAME  AGAIN 


R 


t)ss  Perot  has  always  in.sisted  that  if  he  didn't 
use  his  own  rules,  he'd  take  his  ball  and  go 
He's  at  it  once  again  in  his  newly  reborn  Presi 
campaign. 

When  the  Dallas  l)illionaire  was  shouting  his  sugg' 
from  the  sidelines,  we  felt  his  cat-and-mouse  game  w 
two  declared  candidates  was  disruptive,  and  we  s. 
Now,  Perot  has  thrown  his  Stetson  into  the  ring,  and ; 
can  be  certain  how  to  measure  his  appeal  to  the  ele< 
until  he  tackles  Bush  and  Clinton  in  the  televised  d'' 
But  candidate  Perot  has  laid  down  his  own  set  of  • 
rules.  He  will  answer  only  those  questions  fr-om  the  m- 
the  public  that  he  considers  relevant  to  the  issues  a  : 
appear  only  in  forums  of  his  own  choosing:  TV  talk  : 
with  their  softball  questions,  are  his  special  favorites. 
made  first-hand  coverage  of  his  revived  campaign  all 
possible  by  declining  to  publish  a  detailed  schedule  oji 
tate  transportation  for  the  press. 

In  fact,  Perot  is  using  his  money  and  his  comr 
technology  to  avoid  the  give-and-take  of  a  politic;! 
l)aign.  He  wants  to  give  but  not  take.  He  is  puna.- 
half-hour  dollops  of  network  time  to  make  his  case  tfo 
commercials,  and  he  is  avoiding  appearances  before  ■ 
other  than  his  die-hard  supporters.  His  ability  to  w] 
use,  but  abuse,  high-tech  campaign  tools  was  evident 
he  asked  people  to  call  his  800  number  if  they  wanted 
run:  He  tallied  all  calls  as  requests  for  him  to  enter  tl 
regardless  of  what  the  caller's  intentions  may  have  \  ^ 

While  some  lines  of  media  questioning  can  seem  in 
or  overly  personal,  the  public  interest  makes  open  ac 
candidates  essential.  If  Perot's  campaign  makes  it 
ficult  to  rationally  analyze  and  interpret  his  views  an 
ifications,  it  undermines  the  ability  of  the  electorate 
an  informed  decision. 


122  BUSINESSWEEK/OCTOBER  19,  1992 


The  executiai  made 
quite  an  impression. 


Ym  never  begin  by  thinking  that  you're  going  to  revoiuticMze 
an  industry.  You  never  dream  that  the  printing  process  you're 
developing  would  change  the  way  business  communications  were 
produa'd.  Yet  when  Canon  intrcxluccd  its  patented  Bubble-Jct 
printing  techjiology,  these  dreams  came  true. 

For  decades,  Canon  worked  to  perfect  a  printing  pra^ess 
that  would  provide  the  highest  quality  copies,  facsmiiles  and 
pnnter  output.  And  then,  after  years  of  hard  work,  the  discov- 
ery was  made.  It  was  found  that  by  suddenly  increasmg  the  tem- 
perature of  mk  within  a  small  nozzle,  tmy  bubbles  would  be 
formed  which  would  eject  mk.  The  thought  was  that  by  harness- 
ing these  shooting  droplets  with  precision  micro  enginecnng  you 
could  form  images  on  paper  that  would  have  the  crisp,  clean 
look  of  a  professionally  prmted  document. 

But  before  die  Bubble-Jet  printing  praess  could  be  put  to 


practical  business  use  and  meet  Canon's  quality  standards,  ma 
new  technologies  and  materials  needed  to  be  developed.  The  r 
significant  was  the  Bubble-Jet  prmt  head,  it's  made  up  of  rows 
fine  nozzles  c^ch  about  half  the  thickness  of  a  human  hair.  Thi 
nozzles,  along  widi  a  computet  cmtrolled  heating  unit,  enabltii 
ink  ejation  to  axur  up  to  several  thousand  times  per  second, 
aeate  daiiments  with  amazing  clarity. 

Tlie  beauty  of  our  Bubble-Jet  technology  was  how  well  it  \ 
in  a  full  range  of  busmess  products.  Products  that  companies  ot 
sizes  could  afford  to  utilize  every  day.  Products  that  print  fast,  ai 
virtually  mamtenance  free  and  silent. 

One  of  these  products  we  proudly  call  the  most  powerf 
color  business  tool  ever  to  fit  on  a  desktop.  The  Canon  CJK 
Color  Bubble-Jet  Copier.  It  merges  the  Bubble-Jet  prmting 
process  with  our  Color  Digital  Image  Processmg  System  to  ^ 
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ne  ot  the  world's  preeminent 
.rch  and  care  tacilities  lor 
hood  cancer,  St.  Jude  Chil- 
s  Research  Hospital  is  on 
front  line  in  the  battle 
ist  this  devastating  disease, 
the  hospital's  most 
:rful  weapon,  it  has 
i,  is  information. 
"Our  goal  IS  to  per- 
the  type  of  research 
will  make  a  differ- 
in  the  battle,"  said 
lis  Givens,  Director 
formation  Systems. 
With  that  as  its  mis- 

the  hospital's  abil- 
3  create  a  tree  and 
ent  flow  of  infor- 
)n  IS  all  the  more 
itial  to  its  purpose. 
"That  ability  helps 
ecruit  and  retain 
esearchers,"  Givens 

"And  it  promotes 
xchange  of  research 
ts  with  outside  col- 
ics, which  helps  us 
ict  patient -care 
dwide. " 

That  ability,  how- 
,  v/as  not  always 
As  Communica- 
>  Manager  Albert 
"ington  said:  "We 
ed  to  build  an  environment 
■e  systems  were  not  stumbling 
cs  to  doing  research.  But  a 
of  integrated  computing 
irces  hampered  us.' 
"Compounding  the  problem 
;  fact  that  we  track  patients 


for  years,"  Givens  added.  "And 
each  one  has  hundreds  of  records 
generated  by  doctors,  biostatisti- 
cians,  psychologists,  pathologists, 
pharmacists,  the  list  goes  on. 

So  the  hospital  set  out  to 


ST.  JUDE 

HOSPITAL 


that  had  a  flexible  growth  plan. 

Given  all  this,  and  that  the 
selection  would  have  a  lasting 
impact  on  the  hospital's  viability, 
the  choice  was  clear. 

"Digital  kept  popping  up 
as  the  only  choice,  " 
Herrington  said. 
"Everything's  already 
there  -  the  applica- 
tions, the  scalability, 
the  ability  to  connect. 
You  decide  what  you 
want  to  do  and  then 
just  do  It. " 

"Digital  is  a  solu- 
tions vendor,"  Givens 
sai  d.  "Th  ey  recom- 
mended what  was  best 
for  our  specific  problems 
-  and  in  some  cases,  that 
even  meant  they  recom- 
mended someone  else's 


TO  HELP  IT 


MORE  THAN 

INFORMATION. 


find  a  computing  platform  that 
would  give  researchers  portabil- 
ity and  interoperability  across 
the  different  systems  already 
being  used  by  the  hospital  and 
its  collaborators.  One  that  was 
rich  in  applications.  And  one 


equipment. 

"Our  researchers 
can  now  access  infor- 
mation across  different 
systems  and  assemble 
documents  in  hours 
that  once  might  have 
taken  days,"  Herring- 
ton  concluded.  "Getting 
information  that  much 
faster  helps  them  and 

  St.   Jude   reach  their 

goal  that  much  faster." 

If  there's  a  goal  you're  in 
a  hurry  to  reach,  then  call 
1-800-DEC-INFO,  exten- 
sion 94,  or  your  Digital  rep- 
resentative 
soon. 


mm 
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T  A  G  E 


FIND  A  WORLD  YOU  THOUGHT  WAS  LOST 


People  were  sure  they'd  never  feel  that  sense  of  satisfaction  again.  Not  in  today's  world. 
Then,  they  saw  that  adventure  and  comfort,  style  and  ruggedness,  performance  and  mommess  coijd 
still  be  found  in  a  single  place.  Suddenly  drivers  of  everything  from  trucks  to  luxury  sedans,  costly 
imports  to  cramped  utility  vehicles,  traded  in  their  old  ideas  for  the  versatility  plus  sophistication 

Explorer  offered.  Today,  this  is  the  most  sought-after 
vehicle  in  its  class.  And  finding  a  different-still  specia 
world  is  easier  than  anyone  imagined. 


With  Touch  Drive,  you 
shift  from  2WD  to  4WD 
High,  and  back,  with 
pushbutton  ease. 


FIND  YOURSEL 


N   AN  EXPLORER. 


INTRODUCTION 

What  is  reinventing 
America?  Not  starting 
over  but  rediscovering 
our  historic  strengths: 
freedom,  flexibility,  and 
equality  of  opportunity 


THE  GLOBAL 
ECONOMY 

In  a  more  competitive 
world,  America  must 

invest  in  itself  or 
imperil  its  prosperity. 
Business  Week  offers 
its  own  bold  plan  to 
get  investment  and 
growth  going  tigain 


STATISTICAL 
PORTRAIT 

America,  as  always, 
is  a  society  in  flux. 
A  look  at  major 
demographic  and 

economic  trends,  and 

how  they're  shaping 
the  nation — its 

economy  and  people 


MANAGING 
CHANGE 

The  modem 
corporation  is  going 
the  way  of  the  gray 
flannel  suit.  As  the  old 
ideal  of  stability  fades, 
six  companies  point 
the  way  toward  the 
new  ^exibilit^ 


THE  HUMAN 
EQUATION 

Social  ills,  weak  job 
training,  and  sorry 
schools  are  holding 
back  the  American 
worker — and  the 
economy.  Investing  in 
people  should  be  a  top 
national  priority 


SELLING  TO 
THE  WORLD 

As  new  global 
markets  beckon, 
America  is  selling 
more  overseas.  Yet 
only  a  coherent  trade 
policy  can  keep  the 
I ).  S.  from  being  an 
'export  underachiever' 
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INANCING 
HE  FUTURE 

e  vastly  expanded 
incial  marketplace 
cploding  its  archaic 
ts.  It  needs  a  fresh, 
e-market  design — 
i  an  end  to  myopic 
■estment  strategies 
lat  curtail  growth 


HE  FACE  OF 
HE  GLOBAL 
ECONOMY 

lages  proclaim  the 
[lobal  triumph  of 
merican  ideas,  the 
onomic  paradoxes 
f  victory,  and  the 
wer  of  the  Dream 


A  GALLERY  OF 
RISK-TAKERS 

The  entrepreneur's 
optimism  may  be  just 
what  we  need  as  times 
turn  tough  in  the  '90s. 

From  the  dreams  of 
such  risk-takers  often 
come  the  great  engines 

of  economic  growth 


INNOVATION 

The  U.  S.  still  leads  in 
basic  science.  But 
innovation  is  much 
more  than  invention. 

Here  are  ways  to 
move  labs  closer  to  the 
marketplace  and  give 
factories  new  agility 


THE  ARTERIES 
OF  COMMERCE 

To  rebuild  America's 
infrastructure  will  cost 
hundreds  of  billions. 
Private-sector  help 
will  be  critical.  And 
then  there's  a  high- 
tech information 
highway  to  be  created 


CONCLUSION 

Renewing  growth 
is  a  daunting,  but 
doable  task.  But  if  we 
can  accomplish  these 
10  things,  we  will  be 
well  prepared  for  the 
new  century 
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OSome  changes  are  sudcJen:  The 
Berlin  Wall  falls.  The  Soviet  Union 
disintegrates.  Other  changes  take 
years:  America's  economic  competitiveness 
dwindles.  The  number  of  U.  S.  citizens 
employed  in  government  surpasses  the 
number  employed  in  manufacturing.  But 
at  whatever  pace  it  proceeds,  change  re- 
quires new  thinking,  new  responses,  and 
new  priorities. 

This  special  edition  of  BUSINESS  WEEK 
is  our  response  to  the  forces  buffeting  the 
American  economy  and  society  today.  Our 
premise:  Amid  all  the  change,  three  epo- 
chal trends  stand  out — the  merging  of 
many  national  economies  into  one  global 


economy,  the  end  of  the  cold  war,  and  the 
long,  slow  decline  in  the  standard  of  living 
for  millions  f)f  Americans. 

I'his  magazine  has  long  responded  to 
major  prf)blems  facing  the  nation  with  spe- 
cial reports  and  special  issues.  In  77/f 
Riiiidiiitndlization  of  America  in  1980,  we 
devoted  almost  the  entire  issue  to  analyzing 
the  decline  in  America's  manufacturing 
prowess  and  proposing  solutions.  In  1984, 
BUSINESS  WEEK  laid  out  a  detailed  agen- 
da for  cutting  the  federal  government's 
budget  deficit,  then  a  mere  $185  billion. 
In  1987,  Can  America  Compete?  looked  at 
the  consequences  of  the  globalization  of 
the  economy  and  the  new  demands  on 
American  companies  and  workers.  A  year 
later.  Human  Capital  focused  on  upgrading 
the  skills  of  the  U.  S.  work  force.  And  last 
year,  cnir  special  bonus  issue  on  The  (Jnalitv 
Imperative  went  into  a  second  printing, 
largely  because  scores  of  companies 
snapped  up  copies  to  use  as  a  guidebook 
for  their  own  operations. 


This  latest  issue  is  easily  the  most  am- 
bitious in  all  our  63-year  history,  simply  be- 
cause we  are  tackling  virtually  every 
problem  that  faces  America — from  the 
economy  to  health  care,  from  schools  to 
welfare  reform.  What's  more,  we  are  pro- 
posing specific  plans  to  ameliorate  these 
problems. 

The  project  got  started  in  January,  a  fit- 
ting moment.  I'his,  after  all,  is  the  500th 
anniversary  of  Christopher  Columbus'  voy- 
age to  the  New  World.  It  is  also  an  elec- 
tion year,  which  makes  these  issues 
particularly  timely.  And,  perhaps  most  im- 
portant, 1992  is  the  year  the  much-antici- 
pated economic  recover^'  didn't  happen, 


suggesting  that  it  isn't  just  cyclical  forces 
that  ail  us. 

Nearly  200  reporters,  editors,  designers, 
graphic  artists,  photo  editors,  and  produc- 
tion people  have  spent  a  substantial  part 
of  the  year  on  the  project.  They  were  led 
by  my  colleague.  Assistant  Managing  Edi- 
tor Dave  Wallace,  who  supervised  the  en- 
tire project. 

Our  conclusions  are  numerous  and  var- 
ied. We  have  presented  solutions  for  reviv- 
ing the  economy,  combating  crime  and 
daig  abuse,  improving  government,  and — 
one  more  time — cutting  the  deficit  Reduce 
our  proposals  to  their  essence,  and  it  is  this: 
Invest.  Invest  in  knowledge,  skill,  and  the 
future.  We  don't  expect  everyone  to  like 
every  proposal.  But  we  hope  you  will  gain 
a  world  of  insights  and  a  new  perspective. 

Editor-in-Chief 


6  BUSIt^ESS  WEEK/REINVENTING  AMERICA  1  992 


Document  management  is  changing.  The  process  can  be  wrenching 
and  expensive,  or  it  can  evolve  the  Kodak  way:  film  or  digital  or  both,  at 
a  pace  matched  to  your  needs.  Kodak  has  mapped  an  intelligent  migration  path  to 
the  future,  with  innovations  that  include  a  high-speed  scanner  which  simultaneously 
films  and  digitizes  a  document,  and  software  that  lets  you  file,  retrieve  and  manipulate 
microfilm  images  on  your  desktop.  For  details,  call  I  800  445-6325,  Ext.  950M. 


I 


Imaging  by  all  means 


INTRODUCTION 


It  can  be  done. 

It  demands  strength,  resources,  and  will,  but  the  task 
of  reinventing  America  is  not  an  impossible  one.  Nor  is 
it  overly  ambitious.  It  has  happened  before,  and  it  can 
happen  again.  America,  after  all,  is  an  invention — created 
by  a  handful  of  men  in  religious  and  political  exile,  im- 
posed on  a  harsh  yet  bountiful  land,  constructed  with 
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IN  TRODUCTION 


energy  and  abandon.  For  more  than  two  centuries,  a 
wink  of  time,  really,  in  the  history  of  civilization,  cre- 
ation and  invention  have  continued. 

Carved  in  the  Black  Hills  of  South  Dakota  is  an  al- 
legory of  the  process:  There,  over  several  years,  the 
profiles  of  four  American  Presidents  were  blasted  into 
the  granite  mountainside.  Each  time  dynamite  tore 
away  too  much  of  the  rock,  the  sculptor,  son  of  a  Dan- 
ish immigrant,  redrew  his  designs.  The  monument 
that  we  recognize  as  Mount  Rushmore  took  on  its  ap- 
pearance through  brute  force  and  painstaking  artistry. 

The  people  who  founded  America  were  experiment- 
ing with  a  new  way  of  life, 
adapting  to  a  new  land. 
There  were  no  centuries 
of  comon  experience  on 
which  to  build — unlike 
Europe,  where  evolving 
nation-states  were  based 
on  a  shared  culture  and 
identity.  This  country  and 
its  citizens  have  been 
shaped  above  all  by  an 
idea — that  all  men  are 
created  equal,  with  the  in- 
alienable right  to  life,  liber- 
ty, and  the  pursuit  of  happiness.  This 
was  America's  unifying  vision — a  vision 
that  at  once  linked  the  personal,  the  po- 
litical, and  the  economic  spheres  of  life. 

To  be  sure,  these  rights  did  not  extend 
to  everyone:  The  nation  grew  rich  on  the 
backs  of  slaves,  and  the  West  was  won 
over  the  bodies  of  Indians.  And  Ameri- 
ca's heroes,  even  the  best  of  them,  were 
seldom  as  good  as  they  seemed.  Found- 
ing Father  Thomas  Jefferson  was  a  slave-  •  •  • " 
holder  who  could  not  bring  himself  to 
make  his  actions  speak  as  eloquently  as  his  words.  Pi- 
oneer Daniel  Boone  was  a  friend  of  the  Shawnee,  yet 
he  led  fellow  settlers  in  clearing  Kentucky  of  them. 

Still,  those  few  simple  words  in  the  Declaration  of  In- 
dependence have  long  cast  a  mythic  spell.  The  ideas 
were  not  novel,  but  they  were  bold.  Jefferson  bor- 
rowed from  the  English  philosopher  John  Locke, 
whose  theory  of  government  linked  freedom  and  prop- 
erty holding.  The  Founders  and  the  lawmakers  who 
followed  them  fused  democratic  principles  and  capi- 
talist endeavor,  putting  America  in  the  vanguard  of 


The  Founders 
fused  democracy 
and  capitalism  , 
putting  America 
in  the  vanguard 
of  nations 


nations.  From  the  start,  the  rest  of  the  world  looked 
on  this  new  country  with  a  combination  of  awe  and 
derision — and,  to  some  degree,  still  does  today.  Yet 
people  have  kept  coming  to  these  shores,  some  risking 
their  lives  to  get  here,  others  begging  for  asylum.  Amer- 
ica's promise — the  promise  of  freedom  and  opportu- 
nity— has  given  millions  of  tmly  diverse  peoples  com- 
mon cause  and  purpose. 

For  many,  the  promise  never  faded.  From,  log  cabin 
to  the  White  House,  from  steerage  rags  to  steel-mag- 
nate riches,  from  anonymity  to  celebrity,  different  sto- 
ries of  the  American  dream  have  been  told.  The  path 

to  betterment  has  not 
been  unbroken:  Civil  war, 
world  war,  depression,  and 
another  world  war  inter- 
rupted the  steady  progres- 
sion of  rising  expectations. 
The  most  powerful  re- 
bound   in    hopes  and 
dreams    occurred  after 
Wodd  War  II,  ushering  in  a 
surge  in  growth,  first  in 
America  and  then  around 
the  industrialized  world. 
More    recently,  Latin 
American  governments  have  experiment- 
ed with  democracy  and  embraced  free- 
market  economics.  In  Eastern  Europe, 
workers,  students,  and  reformers  booted 
out  the  communists  and  overturned 
decades  of  central  economic  planning. 


Hi 


ow  ironic,  then,  that  at  a  time  when 
much  of  the  world  seems  to  have 
ratified  America's  example,  Amer- 
••••  icans  should  become  doubtful  and  wary. 

People  are  gripped  by  a  sense  of  fore- 
boding. Expectations  are  diminished — if  not  dashed — 
and  a  dreariness  has  setded  over  economic  prospects, 
a  dreariness  that  many  believe  transcends  the  ups  and 
downs  of  the  business  cycle. 

Next  to  the  monumental  challenges  facing,  say,  Rus- 
sia, the  dampened  dreams  and  opportunities  of  Amer- 
icans may  seem  trivial.  But  judged  against  iLs  own  stan- 
dard of  excellence,  the  U.  S.  is  not  doing  its  level  besL 
Today,  the  country  is  stuck  in  a  slump.  Economic 
growth  in  the  past  three  years  averaged  a  mere  0.4%  a 
year,  while  the  decade  of  the  1980s  yielded  the  slow- 
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t  growth  since  the  1930s.  Median  household  income 
St  year  came  to  $30,126,  below  even  its  inflation-ad- 
sted  1973  level.  And  the  budget  deficit  remains  a 
illstone.  For  the  first  time  in  generations,  rising  hopes 
r  the  future  and  upward  mobility  may  be  denied 
merica's  youth. 

The  world  and  America's  place  in  it  have  changed 
dically.  Today,  America's  sworn  enemy,  communism, 
defeated.  For  years,  opposition  to  communism  gave 
merican  leadership  a  sense  of  national  purpose.  And 
merican  citizens,  while  they  may  not  have  liked  it,  at 
ast  understood  that  there  was  a  stated  reason  why 
e  nation  spent  trillions  of 
3llars  and  thousands  of 
)ung  lives  on  defense, 
ow,  American  leaders  can 
ive    no    easy  enemy 
ound  which  to  rally  the 
tizenry,  and  our  national 
)jectives  are  less  clear.  Do 
e  avoid  ethnic  firefights 
id  go  to  war  just  to  pro- 
ct  oil  fields.^  Can  we 
lite  for  other  than  mili- 
ry  purpose.'' 

America's  uncertainty  ex- 
nds  beyond  geopolitics,  to  economic  re- 
tions.  Over  the  past  couple  of  decades, 
1  the  cold  war  played  out,  the  Bretton 
'oods  system  collapsed,  inflation  erupt- 
j,  and  Japan  and  Germany  stockpiled 

:onomic  weapons.  The  world  became  a  force,  Sending  ideas 
srce  competitive  arena — pitting  worker 
gainst  worker,  manager  against  manag- 
",  company  against  company,  and  nation 
gainst  nation.  Americans  haven't  come 
jt  ahead  in  all  of  these  contests.  •  •  •  • 

As  our  surefootedness  on  the  global 
age  faltered,  so  did  our  steadiness  at  home.  It's  not 
ist  that  people  who  live  and  work  in  big  cities  have 
lily  brushes  with  crime,  drug  use,  homelessness,  and 
scay.  Or  that  most  urban  kids  get  a  poor  education — 
id  most  suburban  kids  a  merely  adequate  one. 
It's  the  intangibles — the  loss  of  job  security,  the  cro- 
on of  community  spirit,  the  overriding  primacy  of  in- 
ividual  endeavor,  and  the  fracturing  of  an  America 
ith  hundreds  of  special  interests  and  ethnic  groups 
iserting  their  distinctive  identities — that  unsetde  peo- 
le  the  most,  striking  at  the  heart  of  what  it  means  to 


be  an  American.  Are  we  in  this  together  or  for  our- 
selves.'' What's  happening  to  our  country.''  There's  a 
seismic  rumble  rippling  through  the  nation,  and  no 
one  is  sure  what  to  do.  Politicians  continue  to  pander. 
Government,  in  fact,  seems  to  be  part  of  the  problem: 
paralyzed,  seized  by  narrow  concerns,  unable  to  lead. 


Technology  is 
today's  great 
democratizing 


past  barriers  to 
free  commerce 


o  it's  time  to  reinvent  America.  Americans  needn't 
be  discouraged:  Today's  problems,  although  unique 
in  some  ways,  are  not  immutable.  In  the  1870s, 
Congress  and  the  government  were  in  the  grip  of  the 
spoils  system.  In  the  early  1900s,  millions  of  immi- 
grants employed  in  menial 
jobs  clung  to  family,  cul- 
ture,  and   language  in 
tightly  knit  communities, 
fanning  nativist  enmit>'.  In 
the  1930s,  it  seemed  as 
though  the  Depression 
would  never  end. 

America  has  overcome 
difficulty  and  met  new 
challenges  before.  Some- 
times,   trouble  simply 
passed.  Congress  adopted 
civil-service  reforms  in 
1883.  Immigrants  eventually  assimilated, 
even  as  they  continued  to  cherish  their 
ethnic  heritage.  Other  times,  someone 
took  the  initiative,  made  change  hap- 
pen— acted,  in  other  words,  like  a  leader. 
Teddy  Roosevelt  reinvented  the  balance 
between  public  purpose  and  private  gain 
through  trust-busting  and  other  reforms 
in  the  wake  of  the  Gilded  Age.  FDR  rein- 
vented government's  economic  role  with 
•  •  •  •  Social  Security,  unemployment  insurance, 

and  other  programs — although  it  was  war 
production  that  finally  pulled  the  U.  S.  out  of  its  slump. 
Truman  didn't  stop  at  reinventing  the  world  trading 
system  and  international  relations  after  Wodd  War  II: 
He  went  on  to  help  reinvent  Europe  and  Japan. 

At  other  times,  the  government  apparatus  itself  has 
promoted  change  and  growth.  It's  fashionable  these 
days  for  people  to  argue  that  more  government  spend- 
ing is,  ipso  facto,  wrong.  But  the  federal  government 
extended  land  grants  to  the  railroads  and  financed 
homesteading,  much  of  which  occurred  along  the  rail- 
road routes  to  the  West.  It  helped  agriculture  devel- 
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op  through  extension  centers  and  bankrolled  high- 
tech research  for  defense. 

Strong  leaders  and  effective  government  are  agents 
for  change.  But,  at  its  best,  change  isn't  imposed  from 
abo\  e.  The  desire  and  impetus  should  spring  from 
below,  from  indi\  iduals,  communities,  and  business- 
es. Movements  as  diverse  as  feminism  and  the  tax- 
payers' revolt  have  instigated  change  by  starting  small 
and  then  gathering  force. 

Today,  a  grass-roots  appeal  to  change  that  cuts  across 
lines  of  class,  race,  and  gender,  indeed  e\"en  across  po- 
litical party  lines,  is  growing.  BL'SIXESS  WEEK  be- 
lieves that  x^merica  needs 
to  rein\ent  itself;  not  to 
start  anew,  but  to  draw  on 
time-honored  strengths; 
not  to  reject  the  past,  but 
to  build  on  it.  ^America 
needs  to  rein\  ent  how  it 
educates  its  young,  trains 
its  workers,  cares  for  the 
sick,  copes  with  criminals, 
builds  roads.  Executives 
need  to  examine  how  they 
can  better  manage  change 
in  the  global  economy. 
Politicians  must  become  more  responsi\  e 
to  voters.  And  government  itself — lum- 
bering, unwieldy — must  become  the  v  e- 
hicle for  change  it  has  been  before  in 
times  of  national  challenge. 


To  rein\"ent  America,  we  must  go 
back  to  the  basics — the  freedom, 
openness,  enterprise,  and  equality 
of  opportunirs"  that  once  constituted  the 
American  ethos.  The  open  trading  sys- 
tem of  the  postwar  years  has  given  the 
world  unparalleled  growth  and  prosperirv;  w  hile  beggar- 
thy-neighbor  protectionism  only  exacerbated  the  glob- 
al contraction  of  the  1930s.  Immigration,  for  all  its 
short-term  strains,  has  spawned  new  ideas,  new  prod- 
ucts, and  new  areas  for  growth  in  America.  Tempting 
as  it  may  be  to  shut  out  the  world  by  trade  protection 
and  limits  on  immigration,  that  would  be  a  mistake. 

The  world,  after  all,  is  going  our  way.  Technology- 
is  today  s  great  democratizing  force,  allowing  ideas  to 
tra\  el  great  distances  and  w  orm  their  way  past  barriers 
to  free  thought  and  free  commerce.  Faxes  and  cellular 


''We  have  it  in 
our  power, "  as 
Tom  Paine  wrote, 
''to  begin  the 
world  all  over 
again' 


phones,  some  lent  by  Russian  entrepreneurs  eager  to 
support  the  democratic  cause,  helped  Boris  Yeltsin  face 
down  coup  plotters  in  Moscow  in  August,  1991. 
Mikhail  Gorbachev;,  meanwhile,  tuned  to  Radio  Lib- 
erty/Radio Free  Europe  for  his  news.  Communica- 
tions networks  and  information  highways  are  the  best 
guarantees  of  free  and  open  societies.  Nothing  short 
of  a  new  dark  age  can  still  their  liberating  impact. 

.'\merica  is  well  ahead  of  the  rest  of  the  world  in  en- 
countering the  economic  and  social  effects  of  open- 
ness. The  trade  deficit  widened  for  many  years,  real 
w  ages  fell,  manufacturing  jobs  disappeared,  and  ten- 
sions grew  in  poor  and  im- 
migrant communities  in 
the  cities.  Yet  America  is 
showing  a  willingness  to 
f.ice  new  pressures  by  cre- 
ating a  North  American 
trading  bloc. 

Europeans,  meanwhile, 
seem  less  eager  than  they 
once  were  for  economic 
union   that   may  force 
painful  changes.  And  with 
some  reason.  As  conflicts 
flare  and  economies  stum- 
ble in  Eastern  Europe,  a  flood  of  new- 
refugees  is  spreading  across  Western  Eu- 
rope. Germany,  w  hich  is  integrating  its 
eastern  region  and  assisting  immigrants, 
faces  growing  budget  deficits.  Its  manu- 
facturers, meanwhile,  are  very  high-cost 
producers,  and  German  goods  are  losing 
their  competitive  position  in  world  mar- 
kets. xAnd  even  in  Japan,  which  is  ethni- 
cally homogeneous,  the  vaunted  consen- 
sus approach   to   management  and 
government  is  under  strain,  while  the 
economy  struggles  to  rev  ive. 

For  America  and  x\mericans.  there  may  be  a  com- 
forting irony:  If  we  face  our  problems  squarely,  we 
may  not  only  emerge  stronger  and  better  for  the  ef- 
fort, but  also  get  the  chance  to  lead  the  rest  of  the 
world  in  coping  with  change.  "We  have  it  in  our  pow- 
er." Thomas  Paine  wrote  in  Common  Sense,  "to  begin 
the  world  all  over  again."  Today,  more  than  two  cen- 
turies later,  we  have  it  in  our  power  to  invent  .America 
again,  if  w  e  but  tr\-. 

Bx  Karen  Pennar  in  New  York 
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WHAT  HAPPENS 
WHEN  YOU  RESTRUOTURE 

A  COMPANY, 
INVEST  RILLIONS  IN  NEW 
FACILITIES, 


The  Chrysler  Technology  Center 


AND  GIVE  DESIGNERS  AND 
ENGINEERS  A 

FREEDOM  THEY'VE  NEVER 
HAD  DEFORE? 


YOU  END  UP  WITH  A  NEW  AUTOMOTI 

CARS  ARE  RUILT  INI 

li  s  not  jusi  a  new  way  to  bend  sheet  meial.  It's  not  merely  an  exercise  in  styling.  It's  nothing  less  than  the  reshaping  of  the  architectuic 
tne  automobile.  It's  called  "cab  forward."  It's  today's  most  advanced  expression  of  a  design  concept  known  as  "Maximum  space  for  m 
miniiiium  space  for  machine."  The  windshield  has  been  moved  dramatically  forward.  The  rear  wheels  have  been  moved  back.  The  resi 

I 

an  inside  cabin  that's  immense,  with  more  interior  room  than  any  Acura,  Lexus,  Infiniti  or  Mercedes.  The  rear  doors  are  wider  for  esfttet, 


The  windshield  moves  dramatically 
forward  for  better  aerodynamics  and 
reduced  wind  noise. 


track  helps 
more  stability 
er  handling 


The  rear  wheels  are  moved  back  for  easier  entry  and  exit. 


^,foli 


'U.S.  content  77%.  Assembled  by  Chrysler  Canada. 


HITECrURE  THAT  WILL  DEFINE  HOW 
NEXT  CENTURY. 

\s  Car  and  Driver  put  it,  getting  into  the  back  is  "like  falling  into  a  barn.")  The  car  has  an  extremely  wide  track.  Motor  Trend 
5  the  results  this  way:  "Lithe  and  agile. ..the  balanced  handling  of  a  sports  sedan. ..a  ball  to  drive."  If  that  sounds  like  no 
on  you've  ever  heard  of  an  American  car,  it's  because  these  are  like  no  American  cars  you've  ever  seen.  Created  not  by  a 
ee,  but  by  a  dedicated  team  of  designers,  engineers,  manufacturers,  parts  suppliers  and  marketers,  working  together  with  one  goal 
to  produce  a  car  that  will  compete  with  anything  the  world  has  to  offer.  You'll  see  how  well  we've  succeeded  on  November  1st, 
:  Chrysler  Concorde,  Dodge  Intrepid  and  Eagle  Vision  are  introduced  in  a  few  weeks.  Look  at  them,  sit  in  them,  price  them  and 
m.  You'll  understand  why  the  automotive  press  has  called  them  "a  watershed  event  in  auto  industry  history."  In  the  car  business, 

,  follow  or  get  out  of  the  way.  ADVANTAGE:  CHRYSLER^ 

CHRYSLER   ■   PLYMOUTH  •  DODGE  •   DODGE    TRUCKS  •   JEEP.-  EAGLE 


When  was  the  last  time  your  banker  gave 
you  an  answer  before  you  asked  a  question 

Probably  never.  Because  that's 
really  kind  of  incredible,  isn't  it?  Giv- 
ing an  answer  before  a  question  is 
even  asked.  It's  like  mind  reading.  Or 
fortune  telling.  Or  clairvoyance. 

Actually  though,  it's  all  in  a  day's 
work  for  the  bankers  at  Continental. 
Well,  a  hard  day's  work.  Because  to 
get  to  you  with  solutions  before  you 
realize  you  need  them  takes  a  heck  of 
a  lot  of  effort.  One  cannot  capitalize 
on  opportunities  if  one  sits  desk- 
bound, waiting  for  things  to  hap- 
pen. It  takes  anticipation.  Proactivity. 
Foresight.  Oceans  of  coffee.  And  a  collection  of  bankers  reminiscent  of  that  kid  in  your 
class  who  always  had  his  or  her  hand  up  first.  Even  before  the  teacher  asked  anything. 

Yet  we're  not  just  out  to  impress  people  with  our  intelligence.  We  feel— however 
obvious  it  may  seem— that  a  bank  should  be  graded  purely  on  how  quickly  and  efficiendy 
it  meets  your  needs. 

Which  would  make  Continental  a  shoo-in  for  an  'A"  when  you  consider  that  we're 
already  planning  to  contact  you.  Oh,  by  the  way,  the  answer  to  that  question  you're  about 

to  ask  Yes,  we  do  ContinGiital  Bank 

Anticipating  the  needs  of  business.' 

'  VM2  (  ..niiiciiMl  hank  N  A  ,  231  South  LaSalle  Street,  (  hitajjo.  IL(i0697  r>.,m,i7„  Atlanta.  Chitago,  Dallas.  L..i  Angelev  Miami.  New  York  lnl,rm:mjl .i/fmi  Buenos  Aires.  Caracas.  London.  Mexico  City.  Santiago.  Sao  Paulo, To 
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THE  ECONOMIC         ™  —  - 

FRAMEWORK 


America  is  finding 
prosperity  harder 


the 


to  come  by  in  a  "^^^ 


more  competitive 

world.  Are  we  so  way.  Business  Week 

wary  of  investing  proposes  an  ambi- 

in  ourselves  tiiat  tious  plan  to  spur 

we  are  ceding  the  investment  and 

future  to  our  rivals.?  promote  faster 

It  needn't  be  that  economic  growth 


GLOBAL 

ECONOMY 


44 

GOAL: 

g/4LTMANS  NO  INFLATION 

The  Fed  will  be 
facing  a  recession- 


34  wary  public  and 

THE  1980s  a  White  House 

REVISITED  eager  for  growth 

How  roaring  were 
they.''  Inflation  was 
tamed,  but  growth 
was  low,  and 
poverty  worsened 
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ANEW 
MANTRA 

What  household  is 
complete  without 
two  cars  and  a  televi- 
sion? From  Syria  to 
Singapore,  people 
are  learning  to  con- 
sume, American- 
style.  But  will  Amer- 
ica's own  table  still 


be  as  bountiful  in 
the  future?  New 
jobs  are  scarce,  in- 
come growth  is  flat, 
and  the  deficit  is  an 
albatross.  Yes,  the 
economy  can  grow 
again,  and  grow  well. 
So  memorize  the 
mantra  for  the  1990s: 
Invest,  invest,  invest 

RAGGA,  SYRIA 

BY  YVES  GEUIE  AND  PASCAL 

MAITRE/ODYSSEY/MATRIX 


THE      GLOBAL  ECONOMY 


THE  ECONOMIC  FRAMEWORK 


HOW  TO  GET  AMERICA 
GROWING  AGAIN 

A   BOLD   PLAN    FOR    SPURRING  INVESTMENT 


Olt  has  been  more  than  200  years 
sinee  Adam  Smith  wrote  T/ic 
Wealth  oj  Nations.  And  today,  his 
\  ision  of  prosperirv'  through  free  markets 
is  being  borne  out  all  aeross  the  world. 
Look  at  South  Korea,  where  foreign  de- 
mand has  fueled  a  tripling  of  manutaeturing 
output  over  the  past  decade.  Take  Malay- 
sia, where  rising  incomes  from  new  facto- 
ries have  led  Toys  'R'  Us  Inc.  to  open  up 
two  new  stores.  And  in  Spain,  exports  have 
more  than  doubled  since  Franco's  fascist 
regime  crumbled. 

Yet  rising  prosperity  seems  to  be  elud- 
ing America,  once  the  economic  leader  of 
the  world.  I'he  Japanese  and  Germans  are 
bringing  technological  advances  to  the  mar- 
ket faster  and  more  cheaply.  The  countr\' 
that  invented  mass  production  can  no  long- 
er compete  for  routine  manufacturing  jobs 
against  such  low-wage  countries  as  Taiwan 
and  Mexico.  Imports  seem  to  have  perma- 
nently staked  out  a  big  share  of  the  U.  S. 
market. 

The  hot  industries  of  the  1980s — com- 
puters, finance,  retailing,  and  defense — are 
shedding  workers  at  a  furious  pace.  Real 


1920s 


2.7% 


wages  and  salaries  have  stagnated  since  the 
eariy  197()s.  Americans  are  carry  ing  a  stag- 
gering burden  of  debt.  And  while  the  U.  S. 
standard  of  living  is  still  among  the  high- 
est in  the  worid,  rivals  are  catching  up  last. 

I'he  U.  S.  is  on  the  way  to  ceding  the 
future  to  its  competitors.  Only  11% 
of  national  output  is  being  invested 
in  machines  and  buildings,  com- 
pared with  14%  in  Germany  and  a 
stunning  21%  in  Japan  (chart).  And 
the  U.  S.  is  doing  just  as  badly  when 
it  comes  to  building  roads  and  bridg- 
es, spending  on  science  and  tech- 
nolog\',  and  training  its  work  force. 
America  is  leaving  its  children  a 
threadbare  legacy.  "We're  not  doing 
anything  to  deserve  pulling  back 
into  the  lead,"  says  Paul  R.  Krug- 
man,  an  economist  at  the  Massachu- 
setts Institute  of  Technology. 

It  won't  be  easy  even  to  stay 
close.  If  the  U.  S.  continues  to  fol- 
low its  current  economic  course,  the 
most  likely  outcome  is  anemic  job 
and  income  growth.  Histor\'  shows 
that  countries  that  have  high  rates 
of  in\estment  end  up  vvith  much 
higher  standards  of  living.  By  con- 


trast, America's  low  level  of  investment 
means  that  business  will  have  to  keep  cut- 
ting jobs  and  lowering  wages  to  compete 
on  worid  markets.  "If  all  we're  looking  at  is 
productivity  increases  by  downsizing,  it's 
'game  o\  er'  for  America,"  says  Stephen  S. 


1940$ 


4.5%: 


■ 


Average  annual 
growth  in  grossj 
domestic  product 


1930s 


2.2% 


HOURLY  COMPENSATION 
IN  MANUFACTURING 


G 

ORY  PRODI 
S  KEEPING 


MANUFACTURING 
OUTPUT  PER  HOUR 
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REAL  AFTERTAX  COST  OF  FUNDS 
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jacli,  senior  economist  at  Morgan 
anicy  &  ('o. 

It  needn't  be  tiiat  way.  The  S.  is 
II  tiie  richest  nation  in  the  world, 
th  an  uninatclieil  technological  base 
d  a  highly  educated  work  force,  liui 
iffeted  l)y  global  competition  and 
impered  by  a  financial  system  that 
nphasizes  short-term  results,  busi- 
;ss  has  grown  wary  of  investinj;;  in 
e  future.  "We  need  to  find  a  way  to 
ake  it  more  attracti\'e  for  companies 
get  back  in  the  business  of  doing 
e  things  they  did  historically  to  build 
eir  companies,"  says  NationsBank  (^orp. 
hairman  and  CKO  Hugh  1..  McColl  Jr. 
f  we  want  to  be  successful  as  a  coinitiA', 
2  need  to  be  encouraging  investment." 

CK  START.  Not  just  any  sort  of  investment 
ill  do.  Spending  on  new  machiner\',  |nib- 
•  infrastructure,  civilian  research  and  de- 
dopment,  and  human  capital  can  ha\e 
amatic  payoffs  for  productivity  and  out- 
Jt.  By  contrast,  the  U.  S.  Ia\  ished  more 
an  $2  trillion  on  new  office  buildings, 
opping  malls,  and  homes  in  the  19cS0s, 
Iding  little  to  rhe  future  prospects  of  the 
:onomy. 

That's  why  BUSINESS  WEEK  is  propos- 
g  a  bold,  three-pronged  attack  to  boost 
vestment  and  get  economic  growth  on 
e  fast  track  again.  First,  encourage  pri- 


1960s 


3.8% 


ETITIYENESS 


Sizable  investments  in 
much i nery,  i nfrastructii re, 

and  R&D  will  lead  to 

dramatic  payoffs  in 
productivity  and  output 


vate  investment  in  the  I'.  S.  by  allowing 
business  to  write  off  equipment  purchas- 
es immediately,  instead  of  over  a  period  of 
years.  That  amounts  to  at  least  a  $360  bil- 
lion tax  cut  for  business  over  the  next  eight 
years,  and  it  could  be  even  higher  than  that 
if  business  invests  more.  Second,  over  the 
next  eight  years,  shift  an  ambitious  $240 
billion  of  federal  spending  from  uses  that 
don't  boost  producti\  ity  into  much- 
needed  infrastnicture,  civilian  R&l), 
and  worker  training.  Third,  slash 
the  federal  budget  deficit  by  more 
than  half  by  the  year  2000,  to  get 
long-term  interest  rates  down.  That 
means  cutting  spending  by  some 
$500  billion  and  raising  selected 
taxes  on  individuals  (table). 
Taken  together,  the  three  parts 


^rown  stronger.  Can  the  U.S.  rr 
s  competitive  edge  and  econ 
A  revival  would  mean  capitali 
ne  impressive  strengths  while  over 
)  some  key  obstacles 


NYESTMENT  IS  STILL 
ANEMIC... 


PRIVATE  NONRESIDENTIAL  INVESTMENT 
AS  A  SHARE  OF  GDP  IN  1991 


FRANCE  BRITAIN 


WEAKNESSES 

...REAL  WAGES 
ARE  STAGNATING... 


of  the  B\V  plan  would  shift  about 
1..S%  of  annual  output  from  consump- 
tion to  productixe  investment  by  the 
end  of  the  decade — that's  about  $100 
l)illion  in  1991  dollars.  That  would 
boost  growth  from  2.1%  to  2.9%  by 
rhe  year  2(K)(),  according  to  projections 
done  for  BW  by  Laurence  H.  Meyer 
i!x  Associates,  a  St.  Louis-based  eco- 
nomic forecaster.  Over  the  course  of 
the  next  eight  years,  the  plan  would 
add  almost  $1..S  trillion  to  total  nation- 
al output,  and  the  gains  would  keep 
mounting  well  into  the  next  century.  In 
the  short  rim,  the  BW  program,  by  giving 
businesses  a  big  tax  cut  right  away,  would 
kick-start  the  recovers'  that  everv'one's  wait- 
ing for. 

An  in\estment-oriented  program  means 
that  U.S.  busines.ses  would  once  again 
compete  in  global  markets  on  the  basis  of 
technology  and  productivity  rather  than 
price.  The  result:  higher  profit  margins  and 
higher  wages.  Increased  in\'cstment,  both 
public  and  private,  would  improve  the  ec- 
onomic environment  for  new  products,  new 
industries,  and  new  jobs.  And  faster  growth 
would  make  it  easier  to  fund  the  sort  of 
social  spending  that  is  squeezing  Ameri- 
ca's wallet  today. 

BOUNCING  BACK.  To  some  extent,  free  mar 
ket  forces  are  already  transfonning  the  1 1.  S. 
economy.  Lndcr  intense  and  growing 
pressure  from  tough  global  competition, 
many  American  companies  have  changed 
the  way  they  do  business,  stressing  (|ual- 
ity  and  customer  service,  and  adopting 
hitherto  foreign  ideas  such  as  just-in-time 
production  and  "lean"  manufacairing  (page 
177).  P^xports  are  up  by  81%  just  since 
1985.  And  manufacturing  productivity  rose 
just  as  fast  during  the  1980s  as  in  the  196()s, 
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The  New  Epson®  ActionPrinter'"  3250  is  designed  to  change  your  ideas  about 
dot  matrix  printers.  For  starters,  it's  the  only  one  ivith 
a  cassette  tray  using  regular  sheets  of  paper  Just 
slide  it  in  and  you're  ready  to  go.  There's  no 
tractor  feed  to  adjust,  no  fanfold  paper  to  mess 
with,  no  ugly  perforated  edges  on  your  printed  pages. 


Compact  &  Lightweight.  The  design  is  revolutionary.  The  ActionPrintn 
sits  flat  or  stands  upright,  fits  comfortably  in  any  size  xoorkspace,  and 
can  easily  be  transported  anywhere — from  home  office  to  corner  office, 
bedroom  to  hotel  room. 


LABLE  FONTS 


QuaUty  Output.  It's  not  often  you  find  a  dot  matrix  printer 
loith  scalable  fonts.  Now  you're  free  to  fmnt  a  variety  of 
letter- quality  type  in  a  variety  of  sizes,  giving  all  your 
work  a  more  professional  look. 


Very,  Very  Affordable.  Even  the  price  is  extraordinary — just 
$269  list.  And  that  includes  Epson's  generous  2-year  warranty, 
and  famous  reliability. 


$300 


Get  $10  Cash  Back.  Naturally,  a  printer  this  special  deserves  a 
special  offer  So  if  you  buy  an  ActionPrinter 3250  betiveen  August  29, 
and  December  31,  1992,  you'll  get  your  choice  of  a  $10  cash  rebate 
from  Epson,  or  two  free  refAcuement  ribbons  (a  $19.90  valuef. 


For  more  information,  and  die  name  of  your  nearest  Epson  dealer,  call  1-800-BUY-EPSON. 
And  see  how  the  company  that  invented  dot  matrix  printing  has  reinvented  it. 
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THE      GLOBAL  ECONOMY 


the  heyday  of  Anierieaii  eeonomie  strenf^tli. 

I'he  ceonomy  is  shifting  toward  sueh 
emerning  industries  as  bioteelinolof^y  and 
eominiter  software,  where  the  U.  S.  still 
holds  a  competitive  advantage.  Clompanies 
stich  as  Microsoft  (x)rp.  and  Borland  Inter- 
national Inc.  fi;et  half  of  their  sales  from 
o\  erseas,  and  the  software  industr\'  has  add- 
ed more  than  37,()(K)  jobs  in  the  past  three 
years.  The  V.  S.  is  running  about  a  $5  bil- 
lion trade  surplus  in  the 
film  industry,  where  U.S. 
movies  still  dominate  for- 
eign markets,  and  imports 
have  fallen  off  sharply. 


THREAT.  Some  industries 
that  were  almost  steamrol- 
lered by  foreign  competi- 
tors have  bounced  back,  us- 
ing a  combination  of 
ruthless  cost-cutting  and  a 
willingness  to  learn  new 
tricks.  Take  the  domestic 
steel  industry.  Since  1980, 
steel  companies  have  cut 
2()8,()0()  jobs  and  spent 
$22. .S  billion  to  modernize. 
The  result:  A  ton  of  steel 
that  rei|uired  9.3  man-hours 
to  produce  in  19S()  now 
takes  only  S.  And  manage- 
ment is  more  willing  to 
work  with  labor  to  achieve 
higher  productivity.  "  The 
old  culture  was  based  on 
confrontation  and  Tm  the 
boss.  Don't  use  your  brain, 
and  do  what  I  say,' "  admits 
\'.  John  Goodwin,  general 
manager  of  U.S.  Steel's 
(iary  (Ind.)  Works.  And 
steelmakers  are  not  alone. 
■Some  top  I'.  S.  machine 
toolmakers  are  showing  a 
new  confidence  against  for- 
eign competitors,  which 
took  nearly  half  of  the  do- 
mestic market  in  the  198().s. 
And  some  smaller  players 
such  as  I'adal  Kngineering 
Go.  ([Kige  IS6)  are  doing 
well,  too. 

I'he  threat  of  imports  has 
also  hcKl  down  wage 
growth  across  the  board, 
improving  the  competitive 
position  of  I S.  manufac- 
turers. America  now  has  the 
lowest  labor  costs  of  its  ma- 
ior  rivals  (chart),  e\en  with 
liie  saiggering  cost  of  health 
I  lie.  That's  a  mixed  bless- 
for  workers,  since  it  has 
^ -iped  slow  the  outflow  of 
iiii>s — Init  only  at  the  ex- 
x  nse  -li'a  lower  standard 


of  living.  The  U.S.  has  become  more  com- 
petitive even  against  such  low-wage  coim- 
tries  as  Korea  and  Taiwan,  (.lark  Material 
Handling  Inc.  has  annfainccd  that,  begin- 
ning in  1993,  it  will  move  production  of  its 
2,()()0-to-l(),()()()-pound-capacity  forklift 
trucks  to  the  U.  S.  from  Korea,  a  move  the 
company  expects  will  create  about  160  new 
jobs  in  the  1 1.  .S. 

At  least  for  now,  II S.  companies  are  not 


THE  BUSINESS  WEEK  PLAN 
TO  SPUR  ECONOMIC  GROWTH 
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BUDGET  DEFICIT  IN  2000 


$177 

BILLION 


burdened  by  an  excessively  high  cost  of 
capital.  Until  the  last  couple  of  years,  Ger- 
man and  Japanese  companies  had  access 
to  much  cheaper  money  than  did  their 
American  competitors.  In  particular,  the 
booming  Tokyo  stock  market  meant  that 
Japanese  companies  could  raise  new  funds 
almost  costlessly.  But  with  stock  prices  in 
Tokyo  off  60%  since  1989  and  with  the 
sharp  fall  in  U.S.  interest  rates,  the  cost- 
of-capital  gap  between  the 
two  countries  has  almost 
disappeared,  according  to 
economists  Robert  N. 
Mc(^auley  and  Steven  A. 
Zimmcr  of  the  Federal  Re- 
serve Bank  of  New  York 
(chart). 
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$383 

BILLION 


GROWTH  RATE  IN  2000 
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CURRENT  POLICY 


BUSINESS  INVESTMENT  IN  2000* 
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▲  BILLIONS  OF  1 987  DOLURS 


2000 


$883 

BILLION 


$761 

BILLION 


DATA:  CONGRESSIONAL  BUDGET  OFFICE, 
UURENCE  H,  MEYER  S  ASSOCIATES 


■  IN  1987  DOLLARS 


PROMOTE  BUSINESS  INVESTMENT 


•kRetool  tax  policy  to  encourage  investment  in  equipment  and 
research  and  development.  Allow  business  to  claim  tax  deduc- 
tions us  investments  are  made  rather  than  writing  them  off 
gradually  over  several  yea  rs 


INVEST  IN  PEOPLE 


•k Spend  more  on  training  and  encourage  increased  spending 
hy  business.  Shift  welfare  funding  and  recipients  into  jobs 
programs.  Expand  access  to  health  care  while  getting  costs 
under  control 


FORTIFY  THE  INFRASTRUCTURE 


if  Sharply  boost  public  investment  in  bridges  and  airports, 
resorting  to  user  fees  and  privatization  where  possible.  Foster 
a  state-of-the-art  communications  network 


REMAKE  BUDGET  POLICY 


•kGet  the  federal  budget  deficit  on  a  path  to  balance  through 
big  spending  cuts  and  carefully  targeted  tax  increases 


ENCOURAGE  INNOVATION 


ir  Allocate  more  federal  aid  to  new  technologies  and  cutting- 
edge  businesses.  Speed  the  diffusion  of  new  knowledge  and 
manufacturing  techniques  to  the  small-company  sector 


DON'T  FIGHT  THE  GLOBAL  ECONOMY 


•k  hocus  trade  policy  on  opening  up  foreign  markets 


EASE  REGULATIONS 


•klLse  government  regulation  to  foster  competition 
HOW  TO  PAY  FOR  THE  PROGRAM,  page  40 


SLOWDOWN.  Ail  these  in 
disputable  gains  in  compet- 
itiveness are  not  helping 
the  real  bottom  line:  more 
jobs  and  a  rising  standard 
of  living  for  Americans. 
The  big  problem  is  a  lack 
of  investment.  In  the  1980s, 
the  capital  stock  per  work- 
er— equipment  such  as  ma- 
chinery and  computers, 
plus  buildings — rose  by 
only  8.7%,  compared  with 
14.i%  in  the  1970s,  and 
2,^.0%  in  the  1960s.  Leav- 
ing out  new  buildings, 
many  of  which  now  stand 
empty,  makes  the  slow- 
down look  even  worse. 
Over  the  last  decade  the 
amount  of  equipment  for 
each  worker  rose  by  only 
9.3%,  far  less  than  the 
26.5%  gain  registered  in  the 
1970s. 

The  slowdown  in  invest- 
ment permeates  every  seg- 
ment of  the  economy,  in- 
cluding manufacturing, 
where  net  e<.iuipmcnt 
spending  per  worker  fell  by 
more  than  half.  Visit  many 
American  factories,  says 
Daniel  I^.  Luria,  scientific 
fellov\  at  the  Industrial 
Technology  Institute,  a 
not-for-profit  think  tank  in 
Ann  Arbor,  Mich.,  and 
"what  you  see  is  a  bimcii 
of  new  little  add-ons  on  40- 
ycar-old  machines." 

That's  bad  for  jobs. 
Many  companies  are  boost- 
ing productivity  by  cutting 
workers  instead  of  invest- 
ing in  machinery  and  tools. 
In  1991,  net  business  in- 
vestment fell  to  0.9%  of 
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HEN  YOU  RUN  A 
ISINESS,YOURUN 
[E  RISK  OF  WORKERS' 
IMPENSATION 
-AIMS. 


CNA  SHOWED  ME  HOW  TO 
PREVENT  MANY  OF  THEM!' 

It  may  come  as  no  sm-prise  that  back  injuries  are  one  of  the 
most  frequent  workers'  compensation  complaints.  Along  with 
repetitive  motion  hand  and  wrist  injuries,  like  carpal  tunnel 
syndrome,  and  muscle  and  ligament  strains. 

That's  why  CNA  helps  policyholders  redesign  work  areas  to 
make  injuries  less  likely  and  allow  individuals  to  perform 
without  aggravating  problems. 

CNA  also  has  one  of  the  few  accredited*  Environmental 
Health  Laboratories  in  the  country  Our  field  hygienists  can 
analyze  your  work  environment  for  contaminants  that  might 
lead  to  health  problems.  We  also  can  measure  and  help  correct 
dangerously  high  noise  levels. 

Many  independent  agents  recommend  the  CNA  Insm-ance 
Companies  for  the  extra  value  we  bring  to  their  business 
clients— like  showing  them  how  to  prevent  many  workers' 
compensation  claims.  Ask  your  independent  agent  about  CNA. 


\  INSURANCE  WORKING  HARDER  FOR  YOU. 


CAfA 


For  All  the  Commitments  You  Make® 

CNA  provides  property/casualty.  Iile/heallh.  workers'  compensation  and  employee  benefits  insurance. 
CNA  Workers'  Compensation  Insurance  is  underwritten  by  property/casualty  companies 
of  the  CNA  Insurance  Companies/CNA  Plaza/Chicago,  IL  60685. 
Independent  agents  who  represent  CNA  are  listed  in  the  Yellow  Pages. 


'Accredited  by  the  American  Industrial  Hygiene  Association, 


'To  Attract  Business, 
You  Ve  Got  To  Think  Like  One.' 


would  do:  listening  hard  to  our  customers.  You've  told  us  what  you  need.  We've  got  it  -  % 
and  then  some. 

First,  we've  balanced  our  budget  and  ended  the  fiscal  year  with  a  surplus.  An  om 
we  did  it  all  with  an  equitable  tax  structure,  not  by  breaking  the  back  of  business.  In  fac 
at  the  same  time  we  redefined  "manufacturing  equipment"  so  firms  can  upgrade  on  a  fi- 
tax-favorable  basis.  K 

Next,  our  legislature  passed  one  of  the  most  aggressive  business  incentive  pa< 

ages  in  the  country,  including  a  billion-dollar  loan  and  loan-guarantee  program.  I 

{ 

We  have  one  of  America's  most  highly  skilled  work  forces,  readily  availabf 
They've  worked  on  everything  from  jet  engines  and  biotechnology  to  MIS  systems  for  i- 


nciol  giants.  If  your  business  requires  special  training,  we'll  design  a  customized 
gram  and  help  pay  for  it. 

You  want  to  become  more  globally  competitive.  We  know  how  to  help, 
inecticut  is  America's  number-one  exporter  per  capita  of  manufactured  products. 

You  want  a  solid  infrastructure.  We've  invested  $7.5  billion  in  highways,  ports 
I  airports  to  serve  long-term  business  growth.  You  can  capitalize  on  high-speed  infor- 
ion  transfer  via  the  digital  fiber-optic  telecommunications  network  in  the  state. 

We'll  show  you  fully  developed,  prezoned  industrial  parks  in  prime  locations, 
dy  for  you  right  now.  Start  by  calling  our  Department  of  Economic  Development  toll 
,  at  1-800-392-2122.  You'll  like  the  QONNECTICUT 
/  we  think.  The  State  That  Tliinks  Like  A  Business. 


THE      GLOBAL  ECONOMY 


t^ross  domestic  product,  the  lowest  i'lii^urc 
in  more  than  30  years,  and  IWZ  may  be 
worse.  Says  Lawrence  (^himerinc,  senior 
adviser  to  DRI/Mc(ira\v-I  lill:  "In  manu- 
facturing, we've  traded  off  productiv  irv  for 
jobs.  'I"he  Japanese  created  jobs  and  have 
productivity  fi;rowth." 

Many  of  the  high-wage  jobs  tliat  were 
created  during  the  19S()s  liave  turned  out 
to  be  epiiemeral.  In  banking,  the  cutbacks 
arc  still  not  o\er.  The  computer  industry 
has  lost  (i,S,()()()  jobs  since  with  more 
cuts  to  come.  The  defense  industr\,  w  hich 
was  partly  protected 
against  international  com- 
petition by  the  needs  of 
national  security,  could 
lose  many  more  jobs  be- 
fore the  blood-letting  is 
over.  And  e\  en  v\  hen  the 
economy  picks  up,  many 
higliK  skilled  defense 
workers  will  still  not  be 
able  to  find  comparable 
positions. 

Kven  when  successful 
n.  S.  companies  do  ex- 
pand, it  often  makes 
sense  to  invest — and  cre- 
ate new  jobs — overseas 
rather  than  at  home.  1m )r 
example,  C  Conner  Periph- 
.  lals  in  San  Jose,  (]alif , 

i  jading  maker  of  cf)m- 
;)iuer  disk  drives,  has 
.i  (cd  7,100  new  workers 


EMPLOYMENT 


Industries  such  as  biotech 
and  computer  software  are 
expanding.  But  overall,  lack 
of  investment  holds  down 

wages  and  makes  U.  S. 

workers  less  productive 


over  the  past  four  years  to  meet  booming 
demand.  But  only  155  of  the  new  jobs 
went  to  1 1.  S.  workers:  The  rest  are  in  Sin- 
gapore and  other  overseas  operations.  "The 
computer  makers  are  in  violent  competi- 
tion, and  they're  putting  pressure  on  their 
suppliers,"  says  Chairman  Finis  F.  Con- 
ner. "Unfortunately,  we  are  able  to  build 
products  cheaper  offshore." 

GOOD  SENSE.  It's  not  just  blue-collar  jobs 
that  are  mo\  ing  offshore — high-tech  jobs 
arc  not  staying  at  home,  either.  Over  the 
past  three  years,  Du 
Pont  (]o.,  one  of  the 
most  successful  U.  S. 
corjiorations,  has  made 
7  of  its  last  10  major 
mvestment  commit- 
ments— each  exceed- 
ing .$100  million — in 
I'Airope  and  Asia.  In- 
ileed,  since  1987,  U.S. 
companies  have  boost- 
ed capital  expendi- 
tures overseas  by  more 
rhan  <S0%,  while  do- 
mestic investment  has 
only  risen  by  30%. 

For  individual  com- 
panies, these  moves  to 
take  advantage  of  glo- 
bal markets  make  per- 
fect sense.  But  for  the 
1 1.  S.,  the  lack  of  in- 
\estment   at  home 
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"It's  too  complicated... 
...it's  too  expensive... 
...and  I  don't  need  it." 


AMT  GLOBAL 
BUSINESS  VIDEO. 


DistaucL'  Leaniin^ 


It  s  easy  inexpensive, 
and  here  are  some  reasons 
why  you  do  need  it. 

ATcSJ  Global  Business  Video  Services 
is  a  family  of  services  that  makes  it 
easy  and  affordable  to  use  videocon- 
ferencing. You  can 
have  a  meeting, 
train  employees, 
demonstrate  a 
new  product,  do 
anything  that  you 
could  normally  do 
in  any  face-to-face 
meeting,  with  clients  and  customers 
all  over  the  country  or  the  world, 
without  having  to  leave  your  office. 
And  you  can  do  it  simply  by  dialing 
a  telephone  number. 

The  Better  It  Gets, 
The  Cheaper  It  Gets. 

One  of  the  best  things  about  AT&T 
Global  Business  Video  Services  is  how 
affordable  it  is. 
It  costs  less  than 
the  price  of  a 
cellular  phone 
call.  And  the 
picture  quality 
today  is  better 
than  ever  before. 
We've  Got  The  Best  Connections. 
AT&T  has  the  largest  fiber-optic  digital 


New  Product  hi  traductions. 


Kxecutire  Conferences. 


network,  with  con- 
nections to  more 
domestic  and  inter- 
national locations 
than  any  other  car- 
rier. Dialing  your 
videoconference  is 
as  easy  as  dialing  a  telephone  call. 

A  Solution, 
No  Matter  What  You  Need. 

Whether  it's  network  design, 
equipment  solutions  or  developing  the 
right  video  applications  for  your  busi- 
ness, AT&T  will  be  there  to  help. 
A  Video  Center  That's  All  Yours. 

We  created  the 
AT&T  Video  Center 
solely  to  satisfy  your 
video  communica- 
tion needs.  In  fact, 
\'0u  can  call  us  for 

Equipment  Ti-oubleshooting.  almOSt  any  SUppOrt, 

service  or  information. 
Seeing  Is  Believing. 

AT&T  Global  Business  Video 
Services  can  save  you  time  and  money 
It's  one  of  the  most  practical,  state-of- 
the-art  solutions  for  your  business  com- 
munication needs.  It's  something  you 
and  your  business  should  take  a  serious 
look  at.  Because  once  you  see  it,  you'll 
believe  in  it.  For  more  information,  call 
1  800  VIDEO  GO. 


AT&T 

The  right  choice. 
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makes  ,\nicrican  workers  less  productive 
and  less  competitive,  and  it  holds  down 
wa^cs.  Real  wages  and  salaries  are,  on  aver- 
age, no  higher  than  they  were  at  the  end 
of  the  1970s,  and  without  a  pickup  in  in- 
vestment that  stagnation  will  continue.  In 
manufacturing,  many  U.  S.  workers  are  op- 
crating  at  a  disadvantage,  since  they  are  us- 
ing old  ct|uipmcnt,  while  foreign  counter- 
parts benefit  from  the  latest  technological 
advances.  In  the  service  sector,  the  inabil- 
ity of  new  investment  to  keep  up  with  the 


explosive  job  growth  during  the  198()s  cur- 
tailed productivity  increases  and  kept  wag- 
es low. 

But  it  is  possible  to  get  jobs  and  produc- 
ti\'ity  growth  at  the  same  time,  the  way  the 
Japanese  do  it:  by  stimulating  investment, 
both  public  and  private.  More  spending  on 
machinery  and  ccjuipment,  for  example, 
could  pay  off  big  by  letting  workers  take 
advantage  of  new  technology.  Over  25 
years,  putting  an  additional  3%  of  national 
output  into  new  machinery  and  equipment 


each  year,  can  boost  GDP  by  about  20%. 
That's  according  to  recent  research  from  J. 
Bradford  De  Long  of  Harvard  University 
and  Lawrence  Summers,  chief  economist  at 
the  World  Bank. 

SCARY  LITANY.  The  V.  S.  could  gain  from 
building  up  its  knowledge  base  as  well.  By 
most  estimates,  the  econcjmic  benefits  from 
civilian  R&D  are  even  higher  than  the  re- 
turns from  new  equipment.  Yet  the  U.  S. 
devotes  only  1.9%  of  its  GDP  to  civilian 


ALONG 

MORNING  AFTER 

OAh,  the  roaring  '80s.  The  stock  market  tripled  in  value.  In- 
dustries were  deregulated.  Antitrust  barriers  weakened. 
Takeovers  boomed.  Exports  rebounded,  l  ax  rates  were 
slashed.  Entrepreneurs  made  millions  in  computers  and  biotech- 
nology. The  economy  grew  for  a  record  uninternipted  seven  years 
from  1983  through  1990.  Inflation,  which  was  surging  above  13% 
at  the  beginning  of  the  '8()s,  ended  the  decade  with  a  whimper — 
below  5%. 

As  the  current  decade  remains  stuck  in  recession,  some  lament, 
"If  America  could  only  repeat  the  1980s."  Not  so  fast.  The 
decade  of  the  '80s  was  far  less  robust  than  it's  often  cracked  up  to 
be.  America's  share  of  world  markets  slipped  in  industry  after  in- 
dustry. Real  wages  and  salaries  stagnated  for  the  second  decade  in 
a  row.  The  real  gross  domestic  product  rose  by  only  2.6%  a  vear, 
vs.  2.8%  in  the  1970s  and  3.8%  in  the  1960s. 

True,  on  average,  living  standards  improved  in  the  '80s.  But 
millions  of  American  workers  and  families  were  left  behind.  In- 
come inequalirs'  worsened,  poverty  remained  persistently  high, 
and  urban  decay  intensified.  Yes,  the  economy  added  18  million 
new  jobs  in  the  1980s.  But  job  growth,  at  2%  a  year,  was  less  than 
the  2.5%  rate  of  the  '70s  and  the  2.7%  pace  of  the  '60s.  And  the 
unemployment  rate  reached  10.8%  during  the  1981-1982  reces- 
sion, the  worst  rate  since  the  1930s.  Little  wonder  the  average 
jobless  rate  in  the  1980s  was  higher  than  in  the  previous  two 
decades. 

The  turmoil  might  have  been  worth  it 
had  the  U.  S.  economy  been  planting 
enough  seeds  to  ensure  its  future 
growth.  But  it  wasn't.  America  invested 
too  little  in  itself  Only  2%  of  national 
income  went  into  net  new  business  in- 
vestment in  the  1980s,  vs.  an  average  of 
3.4%  in  the  two  decades  from  ^960  to 
1980,  according  to  Benjamin  Eriedman, 
economist  at  Harvard  University.  Had 
investnic'it  spending  maintained  its  ear- 
lier pace,  Adierican  workers  today 
would  be  moic  productive,  backed  on 
verage  by  $65,700  of  capital  instead  of 
e  current  $57,600.  "If  we  don't  invest, 
had  better  well  prcp^ite  for  disap- 
"ng  economic  pertoimance,"  says 
Eriedi,K-n. 
Amen  :  stumbled  in  its  human  capi- 


tal investments,  too.  Worker  training  was  neglected,  and  the  ed 
cational  system  continued  to  produce  ill-equipped  graduates  an 
far  too  many  dropouts.  .At  the  same  time,  government  scrimpec 
on  maintaining  and  expanding  the  nation's  public  infrastructure  m 
crucial  factor  of  production  in  a  modern  economy. 


STARVED  SAVINGS.  Instead,  America  spent  the  '80s  building  sk> 
scrapers  and  bloated  balanced  sheets.  And  that  debt  binge  left 
economy  with  structural  problems  that  will  take  years  to  work  ( 
The  immediate  hangover  from  those  excesses  is  the  painful  sta 
nation  of  the  '90s,  including  two  quarters  of  outright  decline. 
Commercial  real  estate  values  have  plunged,  shredding  the  ass 
of  thrifts,  commercial  banks,  and  other  lenders.  Cxjnsumers  anc 
businesses,  after  borrowing  $4.5  trillion  over  the  decade,  have  c  im 
back  on  their  spending  and  sent  the  economy  into  a  slump. 

Washington  led  the  profligacy  parade  by  tripling  the  public 
debt  to  more  than  $2.4  trillion.  Eederal  red  ink  dealt  an  especi; 
debilitating  blow  to  business  investment  in  the  1980s.  Sure,  th( 
1981  fiscal  stimulus  from  tax  cuts  and  big  spending  hikes  for  d( 
fense  did  rocket  the  economy  out  of  recession.  But  after  the  re 
bound,  rising  deficits  helped  lower  the  nation's  net  savings  rate 
a  4.3%  average,  down  from  the  8.3%  norm  between  1960  and  m 
1980.  Low  savings  sent  the  cost  of  capital  soaring,  after  adjustir  u: 
for  inflation,  especially  from  1980  to  1986.  And  steep  capital  co  \ 
discouraged  companies  from  making  long-term  investments. 

In  this  high-capital-cost  environment,  investors  pushed  com{  » 
nies  to  pursue  strategies  that  boosted  short-term  returns.  The  i  ioi 
suit:  leveraged  buyouts  and  debt-financed  takeovers.  Compani  hi 
spent  billions  on  mergers  and  ac(|uisitions,  and  corporate  debt 
most  tripled,  to  $2.2  trillion,  from  1980  to  1990. 

Early  on,  leveraging  and  takeovers  injected  new  life  into  un 
wieldy  corporations  and  forced  stodgy  managements  to  make  1: 


THE  1980s:  WALL  STREET  VS.  MAIN  STREET 
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CORPORATE  PROFITS  B| 
TAXES  AS  A  PERCENlf 
GROSS  DOMESTIC  PRO 
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kD,  compared  with  Wo  for  Japan  and 
7%  For  Cicrmany  (page  164).  The  U.  S. 
mid  pay  the  price  for  this  shortfall  for 
ars  to  come,  in  the  form  of  fewer  new 
t)ducts  anti  less  innovation.  What's  worse, 
e  lack  of  fundinj^;  today  may  be  serioiis- 
sappinf^  America's  f^reatest  resources,  its 
ientists  and  engineers,  by  discoiiras^infi; 
lung  people  from  pursuing  technical  ca- 
ers.  According  to  a  new  report  from  the 
rganization  for  Economic  Cooperation  & 
evelopment,  only  19%  of  1 1.  S.  degrees 
;  in  science  and  engineering,  compared 
ith  29%  in  Germany  and  26%  in  Japan. 


Higher  infrastructure  spending,  too,  could 
enhance  the  long-term  prosperity  of  the 
country'.  Rusted  bridges,  potholed  high- 
ways, anti  crowdeil  airports  are  the  most 
obvious  signs  of  the  infrastructure  shortfall, 
but  inade(|uate  sewage-treatment  plants 
and  water  supplies  may  be  an  even  bigger 
drag  on  growth.  That's  especially  true  in 
the  fast-growing  South  and  West.  And  ad- 
vanced telecommunications  networks  are 
becoming  a  necessity  to  keep  America 
competitive.  But  over  the  past  25  years, 
the  1 1.  S.  has  been  moving  in  the  opposite 
direction.  Instead  of  investing  in  new  pro- 


jects, infrastructure  spending  as  a  share  of 
(il)!'  lias  been  falling  since  the  middle  of 
the  !%()s  and  is  now  t(K)  low  even  to  main- 
tain the  current  inade(|uate  infrastructure 
and  keep  up  with  economic  grow  th. 

The  litany  of  needs  is  scary.  Still,  the  sit- 
uation is  not  hopele,ss.  The  country  is  rich 
enough  to  support  more  investment — but 
the  question  is  how  best  to  direct  it  toward 
the  most  productive  uses.  'l"he  track  record 
of  big  government  spending  is  not  encour- 
aging. I'hat  means  that  part  of  the  solution 
must  be  to  establish  the  right  economic  en- 
vironment by  pressing  other  countries  to 


g/lLTMANS 


ovements  in  their  oper- 
(ut  as  the  decade 
success  bred  excess, 
.•r  prices  hit  the  strato- 
■md  cash-flow  margins 
paper  thin.  "Quite  a  bit 
sbt  taken  on  became 
;ulation  on  asset  prices 
)  higher  and  higher," 
ward  Yardeni,  econo- 
J.  J.  Lawrence  Inc. 


ILL  LOSERS.  Worse  yet, 
ent  spending  waned 
ompetition  with  foreign 
ated  up.  Japan's  eco- 
lachine  grabbed  a  big 

the  IJ.  S.  market.  Western  Europe,  tlie  l  our  Tigers  of 
a,  and  Mexico  vied  for  sales  in  the  U.  S.  The  nation's 
goods  and  services  with  the  rest  of  the  world,  the  so- 
irrent  account,  plunged  into  deficit  after  being  in  surplus 
:  of  the  century.  Intense  foreign  competition  is  one  reason 
e  profits  as  a  percentage  of  GDP  shrank  to  6.5%  in  the 
own  from  8.2%  in  the  1970s  and  10.6%  in  the  1960s, 
lanies  tried  boosting  profits  by  shaking  up  sclerotic  bu- 
ies,  holding  down  wages,  and  moving  operations  overseas, 
ining  in  the  manufacturing  sector  did  improve  America's 
ional  competitiveness.  From  1980  to  1990,  for  example, 
■turing  productivity  rose  at  a  2.9%  annual  rate,  higher  than 
970s.  But  the  turnaround  in  manufacturing  productivity 
a  steep  price — more  than  one  million  manufacturing  jobs 
minated. 


SKY-HIGH  DEBT  AND 
PAPER-THIN  MARGINS 
HIT  RETAILERS 
VERY  HARD 


The  fight  over  mar- 
kets across  the  globe  in- 
creased income  in- 
equality in  the  U.S. 
(Companies  put  a  pre- 
mium on  hiring  educat- 
ed, highly  skilled  work- 
ers, such  as  computer 
programmers.  But  the 
earnings  of  the  less- 
skilled,  forced  by  cost- 
conscious  employers  to 
compete  tor  jobs  w  ith  low  -cost  lorcign  labor,  tumbled.  For  in- 
stance, workers  with  four  years  of  college  had  a  real  wage  gain  of 
2%,  and  those  with  further  schooling  an  increase  of  7.6%  from 
1979  to  1989,  according  to  calculations  by  Lawrence  Mishel, 
economist  at  the  fclconomic  Policy  Institute.  But  workers  with 
only  four  years  of  high  school  saw  their  real  wages  fall  by  9.8%, 
and  those  of  high  school  dropouts  plunged  by  17.3%.  "It's  very 
disturbing  when  the  standard  of  living  of  large  segments  of  the 
American  population  is  deteriorating,"  says  Isabel  V.  Sawhill,  sen- 
ior fellow  at  the  Urban  Institute  in  Washington. 

LONG  NIGHT.  The  poverty  rate,  whicii  fell  as  low  as  11%  in  the 

'70s,  moved  up  in  the  '80s,  reaching  13%  by  1990.  And  one-fifth 
of  all  children — and  44%  of  black  children — lived  in  poverty  in 
19SQ.  These  figures  are  worrisome  on  moral  grounds.  But  they  are 
also  troubling  because  more  and  more 
Americans  are  handicapped  in  reaching 
their  economic  potential,  depriving  the 
nation  of  productive  workers.  The  1983- 
1990  expansion  was  the  first  in  the  post- 
war period  where  poverty  rates  re- 
mained so  persistent  and  income  gaps 
w  idened,  according  to  Lawrence  F.  Katz 
and  David  M.  Cutler,  economists  at 
Harvard  University. 

Today,  the  nation  is  mired  in  its  long- 
'^^M  est  period  of  stagnation  since  before 

World  War  II.  The  government's  $300 
.^^R  .  billion  budget  deficit — a  legacy  of  the 

mm    IpP    m    last  decade — has  paralyzed  Washington 
from  jumpstarting  the  economy  by  in- 
creasing spending.  Until  this  fiscal  grid- 
lock is  broken,  the  gains  of  the  1980s 
will  continue  to  erode. 

By  Chnstopher  Fonrll  hi  Nni'  York 
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"I  have  notl 


Lg  against 
Dns.  My 
drive  oneH 


:e  practicality  of  a  station  wagon  is  meant  for  someone,  but  that  someone  isn't  you. 
a  there's  a  more  expansive  practicality.  In  a  vehicle  that  seats  you  comfortably  above  the  hosts 
drivers  and,  with  the  push  of  a  button,  shifts  into  4WD  to  release  you  from  the  bounds  of 
A  trim,  agile  vehicle,  in  which  truck  power  and  strength,  leather-trimmed  seating,  4-wheel 
brakes  and  advanced  Softride  suspension  are  seamlessly  blended,  presenting  a  confident 
le  world  that  can  only  be  brought  to  you  by  a  tmck  company 

ed  the  Jimmy  SLT.  from  GMC  Tmck.  For  more  details,  give  us  a  call  at  1-800-GMC-TRUCK 

i2-8782).  It  will  not  only  expand  your  options  in  life.  But  your  horizons  as  well.  I^^^H^HH® 

jck  and  ]immy  are  registered  trademarks  of  Gene' :  Motors  Corp.  ,'      Buckle  up,  America'  I  "^rL"  ^         THE  STRENGTH  OF  EXPERIENCE 
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open  their  markets  to  LI  S.  exports,  en- 
coiiraf^ing  competition  at  home,  and  get- 
ting government  out  of  the  way  wherever 
possible. 

Kven  so,  as  the  feeble  investment  record 
of  the  198()s  shows,  the  private  sector  clear- 
ly needs  help.  The  best  approach  would 
be  a  combination:  targeted  investment  in- 
centives to  boost  c(|uipment  spending,  def- 


ceive  a  tax  subsidy  from  the  government. 
That  may  be  just  the  thing  that  an  invest- 
ment-starved country  needs. 

Expensing  has  sevdral  advantages  over 
the  better-known  investment  tax  credit, 
which  maintains  the  current  depreciation 
schedules  but  gives  a  tax  credit — usually 
10% — for  the  cost  of  the  investment.  Vnst, 
expensing  would  simplify  the  tax  returns 


icit  cuts  to  lower  interest  rates  and  stimu- 
late overall  private  investment,  and 
government  programs  and  subsidies  to  fill 
in  the  gaps.  Here  are  the  measures  that 
BLISINKS.S  WEEK  proposes  to  accomplish 
these  goals: 

►  Private  investment. 

Strong  medicine  is  needed  to  get  the 
private  sector  investing  in  the  future  again. 
That's  why  the  tax  system  should  be 
changed  to  allow  companies,  when  they 
buy  new  equipment  for  use  in  the  I'.  S., 
to  write  off  their  expenditures  immediate- 
ly, lender  the  current  system  of  deprecia- 
tion, businesses  can  take  tax  deductions  on 
investments — but  they  have  to  be  spread 
out  over  as  many  as  seven  years.  That  less- 
ens their  value  to  the  company.  Kxpens- 
ing,  as  the  new  system  is  called,  would  cut 
the  cost  of  investment  and  give  companies 
a  big  incentive  to  boost  spending.  "Our 
major  problem  is  not  enough  investment," 
says  economist  Allan  H.  Meltzcr  of  Ckirne- 
gie  Mellon  University,  "and  the  most  use- 
ful thing  would  be  to  eliminate  deprecia- 
tion, to  just  let  people  expense  their  capital 
equipment." 

In  recent  years,  expensing  has  been  most 
often  mentioned  as  part  of  propo.sals  for  to- 
tally overhauling  the  tax  system.  Yet  adopt- 
ing expensing  by  itself  could  be  an  even 
more  potent  incentive  for  investment.  Un- 
der some  circumstances,  a  company  that 
borrows  to  buy  a  new  machine  and  then 
expenses  the  investment  may  actually  re- 


COMPETITIVENESS 


The  government  should  support 
research  with  potential  commercial 
payoffs,  as  it  did  for  biotechnology, 
with  the  money  coming  from 
the  defense  R&D  budget 


investment  purchases  the  same.  And  be- 
cause expensing  generates  a  big  cash  flow 
in  the  very  first  year  of  an  investment,  it's 
a  boon  to  small  businesses  that  are  cash- 
poor  but  need  to  expand. 

Moreover,  expensing  would  be  the  per- 
fect tonic  for  a  sluggish  economy  right  now. 
Most  of  the  cost  of  adopting  expensing 
ciinics  in  the  early  years:  In  the  first  year 
it  is  put  into  effect,  it  gives  an 
$80  billion  tax  cut  to  business. 
With  the  federal  deficit  run- 
ning at  a  $,^00  billi(jn  clip,  that 
would  be  a  real  strike  against 
a  new  program,  because  it 
might  raise  interest  rates.  But 
with  the  economy  stuck  in 
neutral,  the  fiscal  stimulus  from 
expensing  could  shake  busi- 
nesses out  of  their  lethargy'  and 
add  almost  1  percentage  point 
to  growth  in  1993.  "A  fiscal 
stimulus  to  the  economy  that 
convinces  people  that  we  are 
coming  out  of  recession," 
would  more  than  offset  the 
drag  on  investment  from  high- 
er rates,  savs  Andrew  Abel  of 
the  Wharton  School.  By  1995, 
the  fiscal  stimulus  from  ex- 
pensing would  automatically 
fade  away  as  the  program  gets 
phased  in,  allowing  the  deficit 
to  fall  as  the  economy  gathers 
speed. 


of  most  companies  by  eliminating  the  need 
to  keep  track  of  depreciation.  .Second,  ex- 
pensing stimulates  the  purchase  of  ionger- 
lived  manufacturing  equipment,  where  the 
U.  S.  has  been  falling  short.  Expensing  a 
piece  of  equipment  that  depreciates  in  sev- 
en years  benefits  a  company  more  than  ex- 
pensing short-lived  equipment.  By  con- 
trast, an  ITC  would  treat  the  two  types  of 


►  Public  investment 

The  private  sector  will  invest 
more  if  the  economy's  founda- 
tions are  solid:  roads  and  bridg- 
es in  good  repair,  technology 
vibrant,  and  the  work  force 
well-trained.  7'hat's  why  BW 
proposes  that  the  U.  S.  spend 
$240  billion  over  eight  years  on 
infrastructure,  civilian  R&D, 
and  training  (table). 

There  are  good  reasons  why 
the  government  needs  to  play 
an  important  role  in  these 
arenas.  R&D,  for  instance,  is 
expensive  and  risky  for  any 
single  company,  and  the 
knowledge  gained  is  hard  to 
keep  secret  very  long.  But  for 
the  overall  economy,  the  pay- 
offs from  R&D  are  huge.  Sim- 
ilarly, training  workers  makes 
sense  from  the  perspective  of  national  ec- 
onomic growth,  but  any  business  that 
spends  heavily  in  worker  training  faces  the 
possibility  that  its  investment  will  walk  out 
the  door  to  a  competitor. 

The  BW  program  calls  for  spending 
about  $10  billion  more  per  year  on  civilian 
R&D,  an  increase  of  30%  over  current  lev- 
els of  funding.  That  would  be  used  to  en- 
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richness  of  Red 


THE      GLOBAL  ECONOMY 


courajic  new  technolosies,  such  as  supcr- 
coiidiiitiv  iry,  and  ad\anccd  manufactur- 
ing; processes  (\x\'^c  ](y4).  All  of  this  new 
money  would  come  from  the  defense  R&l) 
budget,  now  totalinji;  around  $40  billion, 
which  has  proven  to  have  limited  ci\  ilian 
applications.  In  addition,  the  so\ernment 
should  support  research  with  potential 
commercial  payoffs,  as  it  did  for  biotech- 
nolofiy,  and  establish  a  nationwide  tech- 
nolof^y-extension  ser\  ice 
for  small  manufacturers. 
That  could  help  them  to 
adopt  new  technologies 
more  quickly  and  strenf:;th- 
en  one  of  .America's  weak 
spots. 

BI  SINKS.S  Wi'.KK  also 
advocates  spending  an  ad- 
ditional $10  billion  annual- 
ly on  training;  workers. 
.Some  of  that  money  would 
be  used  to  establish  and 
fund  apprenticeship  pro- 
grams in  corporations.  The 
rest  would  be  used  for  re- 
traininfi  displaced  workers, 
settinj;  up  a  job  corps  for 
disad\antap;ed  youths,  and 
giv  inff;  job  trainins;  to  wel- 
fare mothers.  The  payoffs 
could  far  exceed  the  costs: 
.Spending;  $1  on  training 
welfare  mothers,  for  exam- 
ple, could  sa\e  $.i  in  wel- 
fare payments  (page  100). 

About  $12  billion  more 
each  year  would  go  to  beef- 
ing up  the  infrastructure — 
primarily  roads  and  airports. 
.-\t  the  same  time,  the  pub- 
lic fimds  would  be  supple- 
mented by  user  fees  and 
private  initiatives  (page 
1%).  'i1ie  building  of  es- 
sential telecommunications 
netvsorks  w  ould  be  encour- 
aged, not  by  spending 
more  government  money, 
but  instead  by  fostering 
more  competition  among 
cable  operators,  local  tele- 
phone companies,  and  na- 
tional long-distance  net- 
v\orks  (|i.ige  ]'•>()). 


►  (Jut  the  budget  deficit. 

It's  also  essential  to  bring 
the  federal  budget  imder 
control.  Right  now,  the 
1992  deficit  is  expected  to 
be  .S.4%  of  CiFJI',  up  from 
an  average  of  2.1%  in  the 
1970s  and  0.S%  in  the 
196()s.  The  (;ongre^si()nal 
Budget  Office  is  now  pre- 
tlicting  the  deficit  will  still 


be  about  MX)  billion,  or  49(  of  GDP.  in  the 
vear  2()()(). 

That's  far  too  high,  (fitting  the  deficit 
in  die  year  2CK)0  to  2%  of  (JDP,  as  B\\  pro- 
poses, could  help  bring  down  long-term 
interest  rates  by  a  full  percentage  point. 
That  would,  by  itself  give  a  healthy  boost 
to  business  investment.  The  biggest  w  in- 
ners: small  and  midsize  companies  that 
need  to  borrow  at  prevailing  rates. 


HOW  THE  BUSINESS  WEEK  PLAN  ADDS  UP 


1993  2000 
BILLIONS  OF  DOIURS 


TARGETS  OF  THE  PROGRAM 

Cumulative  deficit  redact iou  needed  to  cut 
the  deficit  to  2%  of  GDP  by  the  year  2000 

$625 

Tax  cut  for  expensing  of  equipment  investment 

360 

I nfrastructure  spending 

TOO 

Training  and  R&D  expenditures 

140 

Health  care  overhaul 

120 

Total 

1,345 

PAYING  FOR  THE  PROGRAM 

Reduce  militaiy  spending 

265 

End  special-interest  supports  by  making  the  Federal 
Aviation  Administration  fee-based,  stop  helow- 
market  timber  sales  on  federal  land,  other 

89 

Cut  subsidies,  including  farm  and  Government 
National  Mortgage  Assn. 

55 

Reduce  transfer  payments  to  veterans,  federal  retirees 

35 

Kill  big-science  projects,  such  as  the  space  station  and 
supercollider 

24 

Shrink  the  government  work  force  and  consolidate  such 
programs  as  overseas  broadcasting 

32 

Total 

500 

ASSET  SALES 

Sell  the  naval  petroleum  reseii'es,  the  helium  reserve, 
and  the  government's  loan  portfolio 

68 

TAX  INCREASES 

Gasoline  tax,  SOff  a  gallon,  phased  in  over  five  years, 
with  a  tax  credit  for  low-income  people 

184 

Tax  Social  Security  payments  the  same  as  private 
pensions  for  higher-income  retirees 

128 

Tax  a  portion  of  employer-paid  health  insurance 

188 

Total 

500 

SAVINGS  ON  DEBT  SERVICE 

A  smaller  deficit  reduces  interest  rates  and  lowers 
the  cost  of  borrowing 

160 

GROWTH  DIVIDEND 

Faster  growth  produces  a  net  increase  in 
government  revenue 

117 

DATA:  LAURENCE  H.  MEYER «,  ASSOCIATES,  CONGRESSIONAL  BUDGET  OFFICE,  BW 

Moreov  er,  a  smaller  deficit  makes  it  easi- 
er for  the  government  to  give  the  econo- 
my a  fiscal  boost  in  a  recession,  just  as  Ja- 
pan is  doing  today.  Indeed,  a  long  recession 
can  badly  damage  investment.  .Since  1989, 
the  slug,gish  economy  has  lost  about  $300 
billion  in  new  investment,  compared  to 
what  normal  grow  th  would  have  generat- 
ed. .\nd  ev  en  w  hen  the  economy  is  grow- 
ing, fear  of  a  lengthy  downturn  may  dis- 
courage businesses  from 
making  expensive  commit- 
ments. Indeed,  one  reason 
for  Japan's  higher  invest- 
ment rate  might  be  the  rar- 
irv-  of  recessions  there  over 
the  last  2.S  years,  so  busi- 
ness could  invest  without 
worrx  ing  about  a  prolonged 
sales  drought. 

The  deficit  goal  of  2%  of 
GDP  by  the  year  2000  isn't 
a  final  destination  but  a 
way  station  on  the  road  to 
a  balanced  budget.  "'Cut- 
ting the  deficit  to  2%  of 
GDP  by  2000  is  a  rather 
modest  target,"  says  former 
Congressional  Budget  Of- 
fice Director  Rudolph  G. 
Penner.  Nonetheless,  says 
Penner,  "It  would  add 
quite  a  bit  to  our  capital 
stock  and  our  potential 
GDP.  It  would  also  mean 
quite  a  cumulative  reduc- 
tion in  the  amount  of  debt 
out  in  the  street."  Lender 
the  BW  program,  the  ratio 
of  total  federal  debt  to  GDP 
would  start  to  fall  by  1997. 
Over  the  next  eight  years, 
interest  savings  from  slower 
debt  growth  and  lower 
interest  rates  could  total 
$160  billion.  And  w  ith  the 
economy  producing  $1.5 
trillion  in  additional  output 
during  that  period,  the  gov- 
ernment gains  some  $117 
billion  in  higher  tax  reve- 
nues (table). 

I'he  BW  proposal  leans 
more  heavily  on  spending 
cuts  than  tax  increases  (ta- 
ble). The  proposal  calls  for 
net  tax  increases  of  $140 
billion  over  the  next  eight 
years,  including  a  $360  bil- 
lion tax  cut  for  business  in- 
V  estment.  Spending  cuts, 
by  contrast,  will  total  $500 
billion.  The  heftiest  chunk 
of  savings  comes  from  cut- 
ting $265  billion  from  the 
defense  budget  over  the 
next  eight  years.  That's 
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One  of  these  proposals  will  be  left  in  the  dust. 


You've  spent  months  on  a  proposal, 
complete  with  text,  photos  and  computer 
generated  material.  With  a  Canon  Color 
Laser  Copier,  you  can  be  sure  your  w  ork 
will  go  the  distance. 
That's  because  with  a  Canon  Color  Laser  Copier  you 
an  produce  the  world's  best  digital  color  copies  and  trans- 
arencies.  You  can  even  reduce  or  enlarge  images 
3  present  them  in  the  exact  size  you  want. 

COLOR  LASER  COPIERS 


Plus,  with  optional  equipment,  the  text  and  color 
images  you  generate  on  your  personal  computer  can  be 
printed  with  unsurpassed  quality. 

C^anon  Color  Laser 
Copiers.  \i  you  think  you 
can't  afford  one,  maybe 
you  can't  afford  to  be 
fy^-^£\%%     without  one. 

W^dllilll  For  information,  call  1-800-OK-CANON. 


A  promise  to  remain  suitably  frumpy  until  after  tlie  Sunday  paper. 


A  promise  to  produce  nickels  from  your  ears  upon  request. 


A  promise  for  sometkin^  to  remember  and  sometliin^  to  rememter  me 


Nothing  Ijinds  lis  one  to  tlio  oilier  like  a  promise  kept.  Nolliiiig  ilivitles  lis  like  a  promise  liroken.  Ai  MassMiilual 
we  l)elieve  in  keeping  our  promises.  I  lial  way  all  tlie  families  and  kiisinesses  lliat  relv  on  lis  tan  kee[)  llieirs. 

m  

MassMutual 

©1992  Massachusetts  Mulual  Lie  Insurance  Co  .  Springfield  MA  01111  llC'lp   VOU   kcC'p  VOU  f  pi'OmiseS. 


10%  of  planned  defense  spendint;;,  an 
amount  that  will  reijiiire  signitleant  etits  in 
personnel  anil  proeurement.  Still,  sueh  euts 
are  aeeeptable  if  new  militar\'  threats  don't 
arise  by  the  end  of  the  deeade. 

i^  iindinf;  ean  also  be  eut  either  for  pro- 
grams that  are  not  needed  or  that  ean  eas- 
ily he  supported  by  the  private  sector.  '1  ake 
the  I'cderal  Aviation  Administration.  Klim- 
inatinji;  subsidies  to  the  FAA  alone  could 
sa\'e  the  government  $45  billion  over  the 
next  ei,nht  years.  Instead,  air  travelers  would 
|iay  about  $.V$,S  ni(jre  per  ticket  to  support 
the  I'  AA.  Killing  wasteful  Bif;  Science  proj- 
ects, such  as  the  space  station,  could  save  a 
further  $24  billion,  (kittinj^  the  nondefense 
federal  work  force  by  10(),()()0  workers 
would  slice  $?>Z  billion  from  government 
spending  over  the  next  eight  years.  And 
selling  off  assets  to  the  private  sector,  in- 
cluding the  government's  portfolio  of  hous- 
ing anti  student  loans,  could  pare  $bH  bil- 
lion from  the  feeleral  debt  burden. 

PAINFUL  CHOICE.  All  these  cuts  would  be 
useless  unless  medicare  and  medicaid 
spending  can  be  brought  under  control.  If 
nothing  is  done,  the  cost  of  these  two  pro- 
grams alone  is  anticipated  to  rise  at  an 
astoimding  rate  of  12%  annually.  That's 
why  BVV  is  proposing  a  thorough  reform  of 
the  health-care  system,  based  on  the  prin- 
ciple of  managed  competition  (page  106). 
The  plan,  which  both  dampens  medical 
inflation  and  expands  coverage,  will  cost 
$120  billion,  or  $1.S  billion  a  year,  and  will 
be  paid  for  by  taxing  a  portion  of  the  health 
benetits  that  many  employers  now  provide 
tax-free. 

But  faster  growth,  lower  interest  rates, 
and  spending  cuts  won't  get  the  budget  on 
the  way  to  balance.  It  will  also  be  neces- 
sary to  raise  taxes.  Now,  any  tax  increase 
is  painful,  including  the  two  that  BVV  is 
proposing:  a  tax  on  Social  Security  pay- 
ments for  higher-income  retirees  and  a  5()(?- 
per-gallon  levy  on  gasoline,  tf)  be  phased 
in  over  five  years.  Potentially,  the  gas  tax 
is  an  enormous  revenue-raiser,  but  it  hits 
hardest  at  poor  people,  especially  those 
who  have  to  drive  long  distances  to  work. 
That's  why  the  proposal  also  includes  a  big 
tax  credit  for  low-income  Americans.  As  a 
side  benefit,  it  would  cut  down  the  U.  .S. 
demand  for  imported  oil,  which  adds  $.S0 
billion  to  the  trade  deficit  each  year. 

Americans  can't  be  blamed  if  they've 
been  reluctant  to  sacrifice  for  the  sake  of 
getting  the  government's  financial  house 
in  order.  They  are  pessimistic  about  their 
ability,  and  the  ability  of  their  children,  to 
compete  in  the  world  economy.  But  the 
go(jd  news  is  that  there's  no  mystery  why 
the  1 1  S.  hasn't  been  doing  well:  It's  lack  of 
investment  for  the  future,  which  can  be  re- 
\  ersed  starting  today.  That's  what  the  BW 
program  to  reinvent  the  I  '.S.  econf)my  is 
designed  to  do. 

//)'  Mir/ifiel  J.  Mf/iu/cl,  in^ith  Chriilopher 
i'limll  in  New  York,  and  bureau  reports 
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MONETARY  POLICY 


WHAT  PRICE 
STABILITY? 


PURSUING   ZERO   INFLATION    WILL   CHOKE  GROWTH 


OFor  the  Federal  Reserve,  it's  been 
three  long,  frustrating  years.  Fhe 
central  bank  began  cutting  interest 
rates  in  1989,  at  signs  that  the  economy 
might  be  sliding  into  recession.  Its  efforts 
didn't  prevent  the  recession — and  haven't 
been  enough  to  accelerate  the  recovery. 
After  24  euts  in  interest  rates,  two  drops  in 
banks'  reserve  requirements,  and  a  fair 
amount  of  upbeat  talk  from  (  Chairman  Alan 
(jrccnspan,  the  economy  is  growing  at  an 
anemic  1.5%. 

But  Fed  officials  are  already  talking 
about  their  next  big  challenge:  deciding 
when  to  start  tightening  their 
grip  on  the  economy 
Yes,  business  is  still 
struggling  against 
strong  headw  inds 
of  debt  li(|uida- 
tion  and  crushed 
confidence.  But 
with  a  federal 
budget  deficit  of 
more  than  $300 
billion,  Fed  offi- 
cials are  ready  to 
move  against  inflation 
at  the  first  hint  that  eco- 
nomic growth  is  starting  to 
pick  up. 


NO  PICNIC  'Fheirgoal:  price 
stability,  (kipping  a  13-year 
struggle  against  inflation,  the 
Fed  believes  it  has  a  once- 
in-a-generation  opportunity, 
as  one  senior  Fed  official 
puts  it,  "to  build  in  a  decade 
of  low  inflation,  low  interest 
rates,  and  rapid  investment." 
Achieving  that  goal  will  pro- 
duce a  sounder  future  for 
America's  economy.  F>xecu- 
tives  and  consumers  are 
more  willing  to  spend,  in- 
vest, and  plan  for  the  future 
when  there  is  certainty  in 
the  economy,  and  price  stability  provides 
that  certainty. 

Fhe  process  of  winning  price  stability, 
however,  may  make  (ireenspan's  first  five 
years  at  the  Fed  seem  like  a  picnic.  In  the 
three  years  left  in  his  term,  the  Fed  chief  is 
sure  to  lock  horns  with  other  policymak- 


Needed: 
A  Fed  policy 
that  will  battle 

inflation 
without  losing 
sight  of  other 
goals 


ers.  No  matter  who  wins  the  White  House 
this  fall,  a  recession-weary  public  and  gov- 
ernment will  be  eager  for  growth  and  plen- 
ty of  it. 

THE  PAYOFF.  After  hearing  economists  talk 
for  .SO  years  about  the  trade-off  between 
inflation  and  unemployment,  few  policy- 
makers may  want  to  enlist  in  an  experi- 
ment to  prove,  as  some  researchers  now 
maintain,  that  a  credible  central  bank  can 
cut  inflation  even  in  a  growing  economy. 
Fhe  more  vigorously  the  Fed  tries  to  latch- 
et  down  inflation — the  consumer  price  in- 
dex is  running  for  the  second 
year  at  only  3.1% — the 
more  it  risks  a  back- 
ash  that  could 
damage  the  Fed's 
independence 
and  put  price 
stability  forever 
out  of  reach. 

The  payoff, 
Greenspan  be- 
lieves, could  be  a 
return  to  the  eco- 
nomic conditions  of  the 
1950s  and  early  1960s.  Con- 
sumer prices  rose  at  a  tame 
1%  to  2%  a  year — a  rate  so 
low  that  inflation  ceased  to 
be  a  factor  in  business  and 
household  planning — and 
Amencan  pnjducts  dominat- 
ed the  world.  No  one  ex- 
pects the  U.  S.  to  enjoy  that 
same  economic  hegemony, 
but  the  Fed  believes  its  low- 
inflation  policy  is  essential 
before  the  economy  can  re- 
turn to  the  vigorous  invest- 
ment, gains  in  productivity, 
and    long-run  economic 
growth  of  that  era. 
,i  More  and  more,  econo- 

mists on  the  left  and  the 
right  tend  to  support  that 
objective.  "In  the  short  mn,  the  Fed's  role 
is  to  stabilize  the  economy,"  says  econo- 
mist N.  Gregory  Mankiw  of  Harvard  Uni- 
versity. But  that's  not  inconsistent  with 
"what's  most  important  for  the  long  run — 
pursuing  price  stability." 

Fhe  Fed  must  hang  (jn  to  the  painfully 
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rom  Surf 


6  Turf 


don't  make  a  lot  of  the  products  you  buy. 
^e  make  a  lot  of  the  products  you  buy  better. 

n  catching  a  ride  on  the  perfect  wave,  to 
)er  waves  of  grain,  BASF  is  there. 

materials  are  used  to  make  sports  equipment 
surfboards  and  helmets.  They  also  form  the 
kaging  that  protects  computers  and 
tronicsfrom  wipeouts. 


By  weeding  out  weeds,  BASF  agricultural 
products  help  growers  raise  crops  that  reach  their 
peak.  We've  found  it  to  be  fertile  ground. 

For  a  free  booklet  describing  what  BASF  is  up  to 
these  days  call  1-800-669- BASF  In  improving  the 
products  you  buy  we  cover  a  lot  of  turf. 


Q  BASF  Corporation. 


BASF 


The  machinery  is  comp 

Kerping  a  business  on  track  is  tough  cnou 
without  having  to  engineer  your  systems  yourself, 
especially  these  clays. 

Today's  solutions  are  more  complex,  and  n 
is  expected  of  them.  Beyond  helpful.  they  Ve  now 
"mission  critical.'  And  your  choices — for  vendors, 
ating  systems,  protocols  and  applications — have  gr 
bev'ond  counting. 

Its  enough  to  make  rational  people  screan 
help,  which  is  exactly  what  they're  doing,  calling  S) 
integrators  to  l)uild  new  solutions  and  upgrade  exi 
ing  ones.  But  how  do  you  choose  a  systems  integra 

We'd  sav  the  first  things  to  look  for  are  exp(5 


it  the  passenger  shouldnt  have  to  worry  about  it. 


d  depth.  Find  someone  wlios  solved  yo\ir  kind 
em  before,  for  your  kind  of  business.  Someone 
nowledge  of  systems  and  software,  networks  and 
;  management,  from  PCs  to  mainframes,  is  total. 
Someone  like  IBM. 

You  11  also  need  someone  who  can  manage  big 
,  hire  the  right  subcontractors,  train  your  people 
•r  you  toward  future  technologies. 
Again,  someone  like  us. 
Of  course,  you'll  want  a  company  who  can  be 
?  about  the  j)roducts  thev  recommend,  and 
irprise  you,  but  around  40%  of  a  typical  IBM 
loes  to  non-IBM  sources. 


In  fact,  we  recently  automated  625  stores  for 
Zales  Jewelers,  integrating  Dell"  PCs  running  AT&T® 
L;NIX®  applications,  all  connected  to  an  IBM  3090™  host. 

We've  also  integrated  660  locations  for  the 
Pennsylvania  Liquor  Control  Board,  from  cash  registers 
to  network  management  and  training,  and  we  finished 
the  job  ahead  of  schedule  and  under  budget. 

Which,  we  hope,  shouldn't  surprise  you.  We've 
been  a  leading  systems  integrator  for  over  three  decades 
and,  as  we've  said,  experience  pays  off.  For  us.  for  you. 

To  learn  more,  see  an  IBM  — —  — 


marketing  rep.  Or  to  have  one  call 


you. 


call  us  at  I  800  IBM-6676,  ext.  793. 


THE      GLOBAL  ECONOMY 


won  gains  aj^ainst  inflation.  But  the  econo- 
my of  the  IWOs  will  present  many  other 
ehailcnf^es:  rebiiildinfj;  the  financial  system, 
bolstering  the  nation's  physical  and  human 
capital,  lessening  the  U.  S.  government's 
drain  on  global  capital  markets,  and  coordi- 
nating policy  with  other  countries  to  en- 
sure a  healthier  world  economy.  Low  in- 
flation will  make  each  of  those  tasks  easier. 

None  of  them,  however,  rec]uires  lower- 
ing the  rate  to  zero — an  objective  that  hard- 
line inflation  hawks  still  would  like  to 
achieve.  Instead,  most  economists  would 
agree  with  Lawrence  H.  Summers,  chief 
economist  at  the  World  Bank,  who  argues 
that  aiming  for  zero  inflation  is  "a  step  in 
the  right  direction,  as  long  as  it's  not  taken 
too  literally."  The  Fed  needs  to  pursue  a 
flexible  policy  that  leans  strongly  against 
any  increases  in  inflation  without  losing 
sight  of  other  goals. 

i'cd  officials  believe 
they  can  balance  those 
goals.  .Measures  of  gross 
domestic  product  show 
the  economy  growing 
slowly  at  around  1.5%, 
with  the  GDP  price  de- 
flator running  even  low- 
er than  the  (IVI,  show- 
ing 2.5%  inflation.  "All 
you  have  to  do  is  re- 
\erse  those  numbers" 
says  a  Fed  governor, 
"and  you're  where  we 
want  to  be.  We've  al- 
ready paid  the  price  to 
get  the  inflation  rate 
down.  Now,  we're  in  a 
hold-the-line  mode." 

Holding  the  line  may 
not  be  easy.  Key  short- 
term  rates  are  barely 
above  the  inflation  rate. 
"When  the  economy  comes  back  and  cred- 
it tiemand  picks  up,  inex  itably  we'll  ha\  e  to 
argue  about  when  short-term  real  rates  will 
have  to  rise,"  says  a  senior  Fed  official.  Fra- 
il itionally,  the  led  has  been  slow  to  raise 
rates  in  step  with  the  market — creating  the 
credit  surge  that  fuels  a  boom.  "1  he  real 
test  of  our  infiation-fighting  credentials 
comes  when  the  economy  is  on  the  way 
up,"  remarks  another  official. 

BUBBLE  ECONOMY.  I  he  outcome  ot  tliat 
test  will  be  read  in  interest  rates:  When 
will  the  I'cd  tighten  them,  and  by  how 
much.'^  But  the  recession  demonstrated  that 
the  Fed  needs  to  look  beyond  its  tradition- 
al monetary  tools.  The  l-ed  may  need  to 
rely  more  hea\  il\  on  banking  superx  ision 
and  international  coordination  to  smooth 
the  economy's  tlm  tuations  and  hold  down 
inflation. 

Worldwide,  the  1  'ASOs  were  the  decade 
of  the  "bubble  economv."  (Central  banks 


held  dow  n  growth  in  the  money  supply — 
but  missed  the  fact  that  financial  innova- 
tions made  businesses  and  consumers  more 
willing  to  take  on  debt.  Lenders  promot- 
ed highly  leveraged  real  estate  deals,  stock 
purchases,  and  corporate  takeovers.  'Fhe 
result:  "Price  inflation  stayed  low,  but  the 
prices  of  real  and  financial  assets  soared," 
says  a  top  Fed  official.  When  the  bubble 
evennially  burst — as  it  has  in  Australia,  Brit- 
ain, Clanada,  Japan,  and  the  LI.  S. — credit 
stopped  flowing  and  the  real  economy 
stalled. 

To  some  degree,  such  bubbles  are  self- 
correcting.  "You  won't  find  a  banker  who'll 
lend  on  commercial  real  estate  on  favor- 
able terms  for  the  rest  of  his  career,"  says 
Neal  M.  Soss,  chief  economist  at  First  Bos- 
ton Corp. 

But  the  I'cd  has  also  acquired  new  tools: 


international  standards  that  retiuire  banks  to 
hold  more  capital,  thus  dampening  bankers' 
urge  to  rush  into  speculative  areas  of  lend- 
ing, and  new  laws  that  let  regulators  inter- 
vene in  a  poorly  run  bank  before  it  be- 
comes insolvent.  "Capital  is  the  ingredient 
that's  been  missing,"  says  Fed  Vice-C^hair- 
man  David  W.  Mullins  Jr.  But  rules  are 
only  as  good  as  their  enforcement:  Just  as 

In  an  interconnected 
world,  it  is  vital  to  "'v^/ork 
with  our  overseas 

partners  to  ensure  that 
they're  growing,  so  well 

have  markets  abroad" 


the  Fed  "leans  against  the  wind"  of  price 
inflation,  it  must  resist  banks'  new  lending 
fads  to  prevent  a  rush  of  credit  that  bids 
up  asset  values  that  aren't  captured  in  infla- 
tion indexes. 

WIDE  WORLD.  The  Fed  must  also  find  new 
ways  to  formulate  policy  in  an  increasingly 
interconnected  world.  Research  by  econo- 
mists David  and  Christina  Romer  of  the 
University  of  California  at  Berkeley  shows 
that  the  internationalization  of  the  U.  S. 
economy  has  already  changed  the  way 
interest-rate  cuts  work.  Increasingly,  they 
found,  lower  rates  act  by  reducing  the  dol- 
lar's value  and  boosting  exports,  as  well  as 
by  directly  stimulating  borrowing  and  in- 
vestment at  home. 

The  growing  importance  of  exports  to 
the  U.  S.  economy  also  demands  an  acti- 
vism, at  home  and 
abroad,  that  doesn't 
come  naturally  to  the 
reclusive  central  bank. 
"The  Fed  can't  just  cut 
rates  at  home — it's  got 
to  work  with  our  over- 
seas partners  to  ensure 
that  they're  growing,  so 
we'll  have  markets 
abroad,"  says  C.  Fred 
Bergsten,  director  of 
Washington's  Institute 
for  International  V,co- 
nomics.  The  Fed  con- 
sults frequently  with  its 
foreign  counterjiarts,  but 
refrains  from  criticizing 
their  policies  out  of 
"central  bank  courtesy." 

dreenspan  and  other 
centra!  bankers  also  at- 
tend the  economic  co- 
ordination meetings  of 
the  Group  of  Seven  industrial  nations.  But 
their  reticence  there  has  left  the  process  to 
politicians — Treasury  secretaries  and  fi- 
nance ministers — and  robbed  it  of  its  cred- 
ibility and  potential  clout.  Treasuiy  Secre- 
tary Nicholas  F.  Brady's  sniping  earlier  this 
year  at  Germany's  mixture  of  big  budget 
deficits  and  high  interest  rates  only  alienat- 
ed the  Bimdesbank.  But  had  Greenspan 
made  the  case  to  the  Cjermans  strongly,  he 
might  have  helped  the  Furopeans  avoid 
the  recent  meltdown  of  their  exchange-rate 
system. 

Conventional  economic  wisdom  says  that 
a  central  bank  can't  promote  growth,  at 
home  or  abroad,  if  it  sees  restraining  infla- 
tion as  its  overriding  mission.  But  with 
some  help  from  fiscal  policymakers  in  re- 
ducing the  deficit,  the  I^ed  could  usher  in 
a  new  era  of  price  stability  that  would  con- 
tribute to  stable,  long-term  growth  for  the 
American  economy. 

By  Mike  McNamce  in  Washingtoti 
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How  A  Boston  Museum 
Sends  Early  American  Roosters 
For  Chicken  Feed. 


Not  everything  at  Boston's  Museum  of  Fine 
Arts  is  priceless.  Ask  Peter  Terenzi,  Distribution 
Manager  for  the  museum's  catalogue  sales.  Between 
framed  prints  and  gold  roosters,  Peter's 

division  ships  some 
300,000  packages  a 
year.  Christmas,  his 
busiest  season,  is 
also  when  prompt 
delivery  is  most  critical.  That's 
when  Peter  first  used  Two  Day  Priority  Mail'"  from 
the  U.S.  Postal  Service. 

He  discovered  he  could  ship  2  pounds  in  2  days 


for  just  S2  .90.*  This  was  at  least  a  third  off  what  the 
competition  offered,  sav  ing  him  S17,SO0  in  the  first 
six  months  alone.  Peter  also  saves  on  the  pickup 
service.  "For  S4.50  they  pick  up  an  entire  truckload 
of  packages.  Since  1  don  't  have  to  send  one  of  m\  own 
trucks  to  the  Post  Office,  1  cut  time 
and  manpower  costs  as  well.  "  Now 
that's  something  to  crow  about. 

Two  Da\  Prioritv  Mail  can  get  you 
crowing  too.  Call  1-800-843-8777, 
Ext.  400,  for  a  Starter  Kit. 
Or  contact  your  local  Post 

Office.  You'll  discover  the  fine  art  of  saving  money. 


WE  DELIVER 


•(  IulIv  unn  IV.sl  OIIki  l..rd.l,ids 
SiKiK  r<.Nlrulion-..ipph       c  1442  LSl'S 


1 

9 
4 
9 


f>ro 


for  every 


^reisaalnteri^ 
dictorf 
After  all  these  years,  we 

Before  we  were  known  for  computers  or 
Nobel  prizes  or  a  blue  logo,  IBM  stood  for  service.  And 
we  still  do. 

But  today  the  need  for  service  is  different. 
Information  technology  has  become  so  essential  (and 
so  complex),  many  companies  feel  it  has  taken  tliem 
over.  They  re  looking  for  someone  to  lighten  the  load 
so  they  can  focus  on  what  matters  most,  running 
their  business. 

So  we've  refocused,  too. 

IBM  service  is  now  a  vast  array  of  service 
delivered  by  experts.  Our  help  can  range  from  broai 


Our 


IBMC 


made  one  small  change. 


andi 


ategic  planning,  to  systems  integration,  to  network 
inagement  and  user  training. 

We  can  also  provide  total  hardware,  software 
d  network  availability  services,  not  only  by  fixing 
9blems,  but  by  anticipating  them  before  they  occur. 

If  youVe  streamlining  data  centers,  we  won't 
st  give  you  a  hand,  we  can  take  them  off  your  hands, 
ir  ISSC  subsidiary  (which  specializes  in  outsourcing 
d  business  recovery)  is  now  managing  several  cus- 
Tiers'  data  centers,  lock,  stock  and  barrel. 

Or,  if  youVe  cutting  costs  selectively,  we  can 
ndle  many  functions  for  you  more  cheaply  than  you 


can  do  them  in-house,  saving  you  headaches,  too. 

But  it's  not  just  what  you  save,  it's  what  you 
gain.  And  that's  why  IBM  services  exist — to  keep  your 
systems  (and  the  people  who  use  them)  at  their  best 
all  the  time.  Technology  may  be  your  most  critical 
investment,  and  we'll  help  you  make  the  most  of  it. 

No  one  else  has  IBM's  kind  of  depth 
or  IBM's  kind  of  people,  which  makes  us  an  ideal 
services  choice.  To  learn  more  about  how  we  can 
help  you,  call  for  our  detailed       —  — —  —  — . 
services  brochure.  The  number      ^  — — - 
is  1  800  IBM-6676,  ext.  760.       ====  =  "  = 
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For  Life  Fitness,  building 
was  all  gain,  no  pain. 

Life  Fitness '  makes  l(t[)-(|iialitv.  \u<ih  perlorm- 
aiiee  exercise  equipment,  and  their  l)usiness,  to  say 
the  least,  is  healthy. 

But  their  information  systems  needed  some 
working  out. They  had  separate  systems  (in  Illinois  and 
California)  that  didn't  rommunicate  very  well,  which 
meant  the  people  who  used  them  didn  I  either 

So  they  called  IBM. 

"Were  growing,  hut  we're  not  Fortune  fjOO. "  says 
Augie  Nieto,  President,  "I  BM  gave  us  real  attention, 
and  they  listened  carefully  to  our  husiness  needs. ' 

What  Life  Fitness  needed  was  lor  any  em[)loyee 
(a  sales  rep  on  the  road,  an  operator  on  the  plant  Moor, 
a  corporate  VP)  to  he  ahle  to  send  and  receive  data 
without  having  to  care  where  it  was  stored.  Naturally, 
they  also  wanted  to  protect  existing  investments  in 
soltware  and  training,  at  hoth  locati(»ns. 

"Working  with  two  ol  their  Business  Partners," 


an  open  computer  system 

says  Mr  Nieto,  "IBM  installed  an  AS/400*'  in  Illinois 
(to  run  manufacturing)  with  a  RISC  System/6000'" 
on  the  West  Coast  (for  sales  and  administration). 
Both  machines  are  similar  to  the  ones  they  replaced, 
to  keep  soltware  changes  minimal.  But  now,  our  How 
oi  inlormation  is  virtually  transparent. 

"  I  he  systems  are  different,  hut  they  don't  act 
that  way.Their  databases  (one  of  them  non-IBM)  not 
only  communicate,  they  can  update  each  other's  hies. 
And  thev  re  connected  by  Fthernet,  which  is  non- 
I  BM,  on  a  network  that's  managed  by  I  BM  software. 
We  asked  lor  openness,  and  we  got  it.  " 

Bv  the  way.  Life  Fitness's  laptops  are  alll  BM  PS/2*s, 
and  they're  replacing  their  desktop  clones  with  PS/2s. 
W  hv^  For  the  power  to  take  advantage  of  OS/2*  2.0. 

We'll  help  you,  too.  Call  JSS'"*' 
1  800  IBM -6676, ext.  736.  An       =   =  == 
I  BM  marketing  rep  will  call  you.   —  "  — 


«i19^^i[iw(:-,,|,  IBM  Ji  aOO  PS/JanOOS/Ja'-rpeiiieFeOiradef-iafhtandBiSCfsrem/etWOiiahaiifmaftuMBMCo-y  i  ii,  f  iriia.ia-irti  .re  C    i-ace  n^gi^i^redKaiemaFk^oi  i  t.f  itn,^s 
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MOVING 
FASTER 
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TAPPING 
DIVERSITY 


Hewlett-Packard's 
evolution  from 
dinosaur  to  gazelle 
was  painful  but 
necessary 
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PARADIGMS  FOR 
PROGRESS 

The  old  model  of 
corporate  stability 
for  Behemoth  Inc. 
is  giving  way  to  a 
new  philosophy  of 
flexibility  and 
process-driven 
creativity.  The 
successful  com- 
pany of  the  future 
will  have  no  one 
ideal  shape 


Levi's  focus  on 
minority  hiring 
isn't  just  good 
intentions-it's 
good  business 
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THINKING 
GLOBALLY 


Patient  Loctite 
gets  80%  of  its 
profits  from 
overseas 
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EMPOWERING 
EMPLOYEES 

At  Saturn,  more 
responsibility 
equals  deeper 
commitment 
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LISTENING  TO 
CUSTOMERS 

It  takes  plenty  of 
research  and  hard 
work  to  sell 
convenience  at 
7-Eleven  Japan 
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GIVING  THE 
BOARD  CLOUT 

Dayton  Hudson 
directors  are 
almost  all  from 
outside-and 
they're  in  charge 


CHANGE 
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FLEXIBLE 
TOMORROW 

In  a  fast-paced  global 
economy,  change  can't  be 
an  occasional  episode  in 
the  life  of  a  corporation. 
Companies  with  rigid 
giictures  will  be  swept 
'^i^  Corporate  cultures 
adapt  will 
id  thrive 
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THE  21ST  CENTURY  CORPORATION 


PARADIGMS  FOR  POSTMODERN 
MANAGERS 


THE   ACCENT   IS   ON  ADAPTABILITY 


O The  modern  corporation  is  a 
thing  of  the  past.  The  20th 
century  enterprise  was  defined 
by  Alfred  V.  Sloan,  the  legendary  chair- 
man of  CJeneral  Motors  (Jorp.  and  the  most 
influential  professional  manager  of  our  time. 
His  classic  opus.  My  Yean  with  General  Mo- 
tors, articulated  a  management  philosophy 
that  has  dominated  American  corporations 
for  decades.  The  success  of  the  vast  mod- 
ern company,  he  argued,  was  based  on  ef- 
ficiency and  economies  of  scale— he  never 
once  mentioned  the  words  creativity  or 
flexibility.  Large,  efficient  organizations, 
Sloan  theorized,  must  decentralize  manu- 
facturing while  centralizing  corporate  poli- 
cy and  financial  controls  in  hierarchical 
structures. 

For  decades,  that  model  remained  in- 
tact— even  as  managers  ranging  from  the 
brash  conglomerateurs  of  the  1960s  to  the 
nimble  entrepreneurs  of  the  1980s  chal- 
lenged, debated,  and  refined  it.  But  by 
now,  so  many  management  gurus  and  cor- 
porate executives  have  abandoned  Sloan's 
tenets  that  they're  increasingly  speaking  of 
a  "paradigm  shift"  in  management 
thought — a  dramatic  change  in  the  way  we 
think  about  business  problems  and  organ- 
izations. 

KEY  VALUES.  This  new  paradigm  values 
teamwork  over  individualism,  seeks  global 
markets  over  domestic  ones,  and  focuses 
on  customers,  not  short-term  profits.  It 
views  time,  rather  than  a  single-minded  fo- 
cus on  costs,  as  the  key  competitive  advan- 
tage. It  recognizes  the  value  of  a  multicul- 
tural work  force  in  an  increasingly  diverse 
labor  pool  and  customer  base.  The  new 
form  of  organization  is  based  on  a  network 
of  alliances  and  partnerships,  not  Sloan's 
self-sufficient  hierarchy.  And  it  is  governed 
by  an  independent  board  with  a  broad  view 
of  the  company's  constituents,  who  include 
not  just  shareholders,  but  also  employees, 

:^nliers,  customers,  and  the  local  commu- 

^  (table). 

•  CM  once  defined  the  shape  of  the  old 
mi'  '  i,  no  existing  organization  serves  as 
the  I  vrwype  of  this  21st  century  corpora- 
tion. /  ■  i  no  company  is  likely  to  assume 
the  idc.  ■  ihape,  because  the  successful 


company  of  the  future 
will  be  an  adaptive 
one,  in  which  change 
replaces  stability  as  a 
key  trait.  What's 
right  today  isn't 
likely  to  be  right 
tomorrow  or  the 
next  day. 

Global  forces 
have  spurred  rapid 
changes   in  the 
marketplace,  mak- 
ing it  more  difficult 
to  establish  systems 
that  can  be  depended 
upon  for  years  on  end. 
It's  a  world  Sloan  would 
have  had  trouble  compet 
ing  in,  a  world  that  his 
stumbling  descendants  at  GM 
are  still  trying  to  figure  out 
"There's  an  awareness  that  the  re 
invention  of  the  corporation  is  going  to 
go  on  forever,"  says  Daniel  Valentino,  a 
managing  director  with  Gemi- 
ni Consulting.  "That's  a  new 
feeling.  Not  long  ago,  execu- 
tives thought  this  thing  called 
change  was  an  event." 

If  no  one  corporation  does  it 
all,  certain  innovators  have  come 
up  with  exceptionally  effective 
approaches  to  managing  some 
aspects  of  change.  These  are 
the  strategies  that  will  help  their 
practitioners  to  thrive  in  the  glo- 
bal economy  of  the  21st  centu- 
ry. When  it  comes  to  employee 
empowerment,  for  example,  it 
is  Satum  Corp. — a  GM  division, 
ironically  enough — that's  lead- 
ing the  way.  Saturn's  teams  of 
workfs  manage  everything 
from  budgets  to  inventory  con- 
trol, often  without  direct  oversight  from  top 
management  (page  66).  I^vi  Strauss  &  Co. 
is  demonstrating  that  a  culturally  diverse 
work  force  is  a  precious  asset  in  serving 
culturally  diverse  markets  (page  72). 

As  for  the  global  f(Kus  that  will  be  need- 
ed in  a  worldwide  economy,  it  is  Loctite 
Corp.,  a  small  maker  of  adhesives  and  seal- 


REINVENTING 
THE  CORPORATION 

What  shape  will  the  21st 
century  corporation  take? 
How  will  its  culture  and 
the  way  it  competes  differ 
from  today's  model?  Here 
are  a  dozen  characteristics 
common  to  most  organiza- 
tions, and  how  many  theo- 
rists and  management 
experts  expect  them  to 
change 
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WHAT'S  AFFoi 


ants,  that's  showing  all  companies  why  they 
should  never  define  their  markets  narrow- 
ly. Long  an  fierce  overseas  player,  Loctite 
earns  $8  of  every  $10  of  profit  outside  its 
II.  S.  base  (page  64).  For  focus  on  the  cus- 
tomer, 7-F^leven  Japan  Co.  has  few  rivals.  It 
took  an  American  concept,  the  convenience 
store,  and  made  it  an  overwhelming  suc- 
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ORGANIZATION 

NETWORK 

STRUaURE 

INTERDEPENDENCIES 

KER  EXPEQATIONS 

PERSONAL  GROWTH 

LEADERSHIP 

INSPIRATIONAL 

WORK  FORCE 

CULTURALLY  DIVERSE 

WORK 

BY  TEAMS 

MARKHS 

GLOBAL 

ADVANTAGE 

TIME 

EOCUS 

CUSTOMERS 

RESOURCES 

INFORMATION 

GOVERNANCE 

VARIED  CONSTITUENTS 

QUALITY 

NO  COMPROMISES 

;ss  in  Japan.  Now  it's  setting  its  sights  on 
sing  customer  service  to  remake  the  mor- 
•und  U.  S.  chain  (page  69).  And  one  of 
merica's  most  progressive  corporations, 
>ayton-Hudson  Corp.,  is  writing  new  mles 
n  corporate  governance  by  distributing 
ower  more  evenly  between  directors  and 
)p  officers  (page  74). 


Each  of  these  companies 
has  mastered  at  least 
one  of  the  attributes  of 
the  organization  of  tomor- 
row. What  many  of  them 
have  found,  however,  is  that 
even  a  single  change  poses 
new  challenges  to  management 
and  has  implications  that  reach 
far  beyond  the  concept  itself. 
Take  the  notion  of  the 
customer-driven  company. 
Organizations  that  have,  in 
today's  parlance,  "rein- 
troduced themselves  to 
their  customers"  have 
discovered  that  this 
newfound  focus  af- 
fects   how  they 
think  about  even^'- 
thing  from  corpo- 
rate organization 
and  strategy  to  in- 
ventory and  gov- 
ernance. "The 
K   r  Sj^^BfM  command-and- 
f  M^^Vifl   control  structure  of 
many  companies 
made  managers  re- 
sponsible to  each  oth- 
er instead  of  to  custom- 
ers,"   says   John  W. 
Humphrey,  chief  execu- 
tive of  Forum  Corp.,  a  con- 
sulting and  training  firm.  "The 
rediscovery  of  the  customer  is 
changing  the  shape  of  work.  Man- 
agers are  spending  more  time  develop- 
ing more  connected  relationships  with  their 
customers  than  ever  before." 

.2.!.STfENTURY  PROTOTYPE        jEST  OF  TIME.  Many  of  the  new 
ideas  are  interconnected,  too. 
Time-based  competition,  for  ex- 
ample, is  often  a  powerful  tool 
to  deliver  superior  customer  ser- 
vice. That  turned  out  to  be  the 
case  at  Wausau  Paper  Mills  Co. 
Wausau  didn't  have  $600  mil- 
lion to  buy  the  new,  high-vol- 
ume equipment  it  needed  to 
compete  against  bigger,  wealthi- 
er rivals.  Instead,  it  sought  ways 
to  differentiate  itself  with  cus- 
tomers on  the  basis  of  speed. 
Today,  some  95%  of  the  com- 
pany's orders  are  filled  in  less 
than  24  hours,  instead  of  sever- 
al days  or  weeks,  eliminating 
customers'  need  to  carry  expensive  inven- 
tory. "It  adds  a  whole  new  dimension  to 
competition,"  says  CEO  Arnold  M.  Ne- 
mirow.  "It  provides  a  way  of  competing 
that  offsets  our  disadvantages." 

Similarly,  the  idea  of  giving  the  custom- 
er what  he  or  she  wants  also  hooks  up  with 
the  growing  emphasis  on  flat  organizations. 


teamwork,  and  employee  empowerment. 
"We're  going  to  see  a  lot  more  power  giv- 
en to  the  folks  on  the  firing-line  level,"  be- 
lieves Jack  Zenger,  chairman  of  Zenger- 
Miller  Inc.,  which  consults  on  quality  and 
work  teams.  "We'll  see  it  because  execu- 
tives are  recognizing  it's  embarrassing  to 
make  decisions  at  the  top  when  those 
down  below  know  far  more  about  what's 
needed." 

Zenger  is  among  those  who  say  that 
management  will  fcKus  much  more  on  pro- 
cess than  on  function  in  the  organization 
of  the  future.  Bell  Atlantic  Corp.,  for  ex- 
ample, learned  that  lesson  after  a  close  look 
at  what  it  tcxjk  to  fill  an  order  for  telephone 
lines  from  a  long-distance  carrier.  Because 
of  its  function-based  organization,  in  which 
each  department  performed  its  own  dis- 
crete task  before  passing  the  job  on  to  the 
next  department.  Bell  Atlantic  found  that 
the  order  passed  through  28  hands  before  it 
was  filled.  All  those  steps  added  costs, 
slowed  the  order  down,  and  introduced  op- 
portunities for  errors. 

PROCESS-DRIVEN.  To  speed  things  up,  the 
company  focused  on  the  process:  It  ruth- 
lessly eliminated  less  relevant  duties  and 
assigned  teams  to  follow  a  single  order 
through  to  completion.  Today,  it  can  fill  in 
hours  some  orders  that  once  took  15  to  25 
days.  This  shift  from  function  to  process 
is  part  of  the  reengineering  movement 
headed  by  management  guru  Michael 
Hammer,  who  urges  that  companies  fun- 
damentally change  the  way  work  is  per- 
formed — often  by  shifting  to  teams  that 
can  outthink  and  outperform  individuals. 
And  many  believe  teamwork  will  help  to 
restore  a  sense  of  community  within  the 
corporation,  a  feeling  of  belonging  shat- 
tered by  waves  of  restmcturings  and  down- 
sizings. 

A  critical  element  of  the  new  paradigm, 
is  Total  Quality  Management  (TQM). 
Many  managers  once  saw  quality  in  terms 
of  what  they  could  afford.  Now  they  see  it 
as  an  issue  in  which  they  can't  afford  to 
make  compromises.  But  despite  this  trans- 
formation of  thought,  cjuality  may  be  less  a 
competitive  tool  today  than  an  absolute  ne- 
cessity to  compete.  "Quality  is  your  ticket 
into  the  stadium,"  says  Nemirow  of  Wau- 
saw  Paper  Mills.  "You  can't  even  come  to 
the  game  unless  you  have  a  quality  product 
and  process  in  place.  You  have  to  compete 
on  other  dimensions  today." 

Alfred  Sloan  would  surely  be  proud  that 
at  least  a  piece  of  CiM  is  competing  in  new 
dimensions  and  helping  to  reinvent  the 
modem  corporation.  But  he  would  just  as 
surely  be  shocked  that  some  of  his  ideas, 
adhered  to  for  too  long  in  a  changing  world, 
contributed  to  the  erosion  of  one  of  the 
great  capitalist  empires. 

By  John  A.  B\7ne  in  New  York 
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WHY  IGNORE  95%  OF 
THE  WORLD'S  MARKET? 

LOCTITE   THINKS   GLOBALLY,    PROFITS  LOCALLY 


OWhen  it  comes  to  doing  business 
in  the  former  Soviet  Union,  many 
U.  S.  companies  have  adopted  a 
wait-and-see  attitude.  Loctite  Corp.  pre- 
fers the  go-and-see  approach.  Chairman 
Kenneth  W.  Bunerworth  traveled  to  Russia 
for  10  days  this  summer,  building  contacts 
and  assessing  future  markets  for  Loctite's 
industrial  adhesives  and  sealants.  Never 
mind  that  the  currency  isn't  convertible 
and  that  the  political  situation  is  tiimulmous 
at  best.  If  and  when  Russia  becomes  a  vi- 
able market,  he  says,  "we're  in  there." 

Constantly  seeking  out  new  internation- 
al markets — and  waiting  patiently  for  them 
to  mature — has  always  been  the  I^octite 
way.  As  far  back  as  1960,  seven  years  after 
it  was  founded,  the  Hartford  company  was 
generating  some  20%  of  its  sales  abroad. 
Today,  its  products  are  sold  in  more  than 
80  countries,  and  it  has  subsidiaries  or  joint 
ventures  in  more  than  two-dozen  interna- 
tional l(xales.  Nearly  60%  of  Loctite's  $561 
million  in  1991  sales  came  from  overseas, 
and  foreign  operations  acctjunted  for  a  stun- 
ning H()9i  r>t  profits.  "A  lot  of  companies 
may  be  caught  up  in  the  fad  of  selling 
abroad,"  says  Andrew  Hammerl,  director 
of  the  Connecticut  Economic  Develop- 


ment Dept.'s  international  unit.  "But  Loc- 
tite's in  it  for  the  long  haul." 

To  Butterworth,  a  transplanted  Austra- 
lian, the  reason  for  having  a  strong  inter- 
national bent  is  obvious  when  you  look  at 
the  numbers:  "95%  of  the  people  of  the 
world  do  not  live  in  the  United  States." 
Why,  then,  do  so  many  U.  S.  companies 
hesitate  to  stray  from  American  shores.? 
Butterworth  figures  they're  simply  scared  to 
take  the  plunge.  "  The  biggest  nontariff 
barrier  for  Americans  in 
the  world  is  the  attitude 
of  the  CEO,"  he  says. 


GLOBALIZATION 


LOCAL  LINGO.  Loctite's 
international  strategy  is 
straightforward:  It  seeks 
out  local  partners,  pro- 
vides them  with  good 
margins,  and  waits  pa- 
tiently. Its  (Chinese  opera- 
tions, for  instance,  took  10 
years  to  turn  a  profit. 
Ideally,  the  company  mns 
its  foreign  businesses  as 
wholly  owned  subsidiar- 
ies, as  it  is  doing  in  Argen- 
tina, Brazil,  and  Venez- 


'The  biggest 
nontariff  banner 
for  Americans  in. 
the  world  is  the 
attitude  of  the 
CEO,'  says 
Butterworth 


STUCK  IN  VIENNA:  FOREIGN 
SALES  ACCOUNT  FOR  80% 
OF  LOCTITE'S  BUSINESS 

iiela.  But  much  depends  on  local 
custom  and  law.  Some  countries, 
such  as  India  and  Thailand,  de- 
mand local  ownership.  In  those 
cases,  Loctite  sets  up  a  joint  ven- 
ture, often  buying  out  its  partner 
when  laws  or  circumstances 
change. 

France  is  a  good  example.  In 
the  mid-1960s,  with  its  British  op- 
erations growing  nicely,  Loctite 
joined  forces  with  a  French  dis- 
tributor, Fran9ois  Baur.  As  the 
business  blossomed,  Butterworth, 
ihen  head  of  Loctite's  European 
operations,  tried  to  buy  Baur's 
company.  But  he  couldn't  get  to 
the  bargaining  table  until  the  mid- 
1980s.  In  1986,  Loctite  bought  a 
50%  interest  in  what  became  a 
joint  venture.  Last  year,  Loctite 
bought  the  rest  and  renamed  the 
operation  Loctite  France.  Baur 
continues  to  run  it. 

While  its  products  are  no  different  from 
one  country  to  the  next,  Loctite  lets  local 
managers  run  their  own  shows.  They  con- 
trol marketing  and  pricing,  for  instance.  To 
hear  Butterworth  tell  it,  this  system  elimi- 
nates most  of  the  headaches  of  doing  busi- 
ness overseas.  Language  is  not  a  problem, 
since  its  managers  are  locals.  Likewise,  they 
already  know  their  way  around  their  coun- 
try's customs  and  laws,  he  says.  Product  la- 
beling.'' It's  a  snap.  Loctite's  plant  in  Ire- 
land can  just  as  easily  produce  tubes  of 
adhesives  for  Britain  or  Israel,  thanks  to  a 
computerized  labeling  system.  Loctite's 
biggest  concern  is  the  fluctuating  dollar. 
But  because  its  products  are  sold  in  so 
many  currencies,  wild  swings  in  any  one 
are  generally  flattened  out  by  the  others. 

All  this  attention  on  foreign  markets 
hasn't  meant  any  slowdown  in  the  U.  S. 
The  company  is  focusing  heavily  on  the 
marketing  of  its  consumer 
products,  such  as  Super 
Glue,  and  recently  an- 
nounced plans  to  build  a 
$30  million  management 
and  research  complex 
near  Hartford. 

The  expansion  should 
come  in  handy  if  Loctite 
continues  its  six-year 
string  of  double-digit  sales 
and  earnings  growth.  And 
if  the  U.  S.  doesn't  turn 
in  such  good  numbers — 
well,  maybe  Russia  will 
give  a  lift  in  199.^ 

By  Tim  Smart 
in  Hartford 
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FROM  DINOSAUR 
ro  GAZELLE 

P'S   EVOLUTION   WAS    PAINFUL   BUT  NECESSARY 


As  Hewlett-Packard  Co.  prepared 
f  ^  to  celebrate  50  years  in  business  in 

1989,  the  Silicon  Valley  giant  looked 
/ery  bit  its  age.  Electronic  instrument 
lies  were  flat,  and  its  flagship  minicom- 
jters  battled  a  slowing  market.  Worse,  by 
ying  to  design  and  build  everything  it- 
;lf,  HP  lagged  in  fast-growing  new  mar- 
*ts  such  as  workstations.  Three-dozen 
)mmittees  oversaw  every  decision,  delay- 
g  new  products.  Fhe  onetime  innovator 
id  become  a  lumbering  dinosaur. 
But  since  then,  HP  has  looked  more  like 
gazelle.  Making  speed  its  top  priority, 
hief  Executive  John  A.  Young  engineered 
sweeping  management  reorganization, 
lallenged  HP  to  get  products  out  the  door 
v\ce  as  fast,  and  urged  employees  to  re- 
link every  process  from  product  develop- 
lent  to  distribution.  It's  working:  In  the 
ist  two  years,  HP  has  created  leading-edge 
roducts,  gained  ground  in  workstations, 
id  seen  minicomputer  sales  surge. 

UICK  OR  DEAD.  HP  isn't  the  only  company 
I  reach  for  its  stopwatch,  especially  among 
igh-technology  outfits.  Rapid  advances  in 
licrochips  and  software  relentlessly  com- 
ress  product  cycles.  The 
:rformance  of  workstations 
»r  a  given  price,  for  in- 
ance,  is  jumping  70%  a 
:ar,  leaving  only  a  few 
lonths  to  reap  all  the  prof- 
s  from  a  product.  Says 
leorge  Stalk  Jr.,  a  Boston 
onsulting  Group  vice- 
resident  and  author  of 
ompeting  Against  Timr.  "If 
3u're  slow,  you're  dead." 
Young  began  urging  HP 
)  hurry  up  back  in  1988, 
hen  he  issued  a  bold  chal- 
;nge  to  employees:  Cut 
reakeven  time — the  peri- 
i  from  product  conception 
)  profitability — by  half 
ithin  five  years.  But  he 
)on  realized  it  wasn't 
nough  to  tell  people  to 
urry  up.  He  needed  to 
hange  HP's  structure  so 
ley  could  do  it. 
HP's  bureaucracy  got  a 
eating  from  Young.  He 


cut  two  layers  of  management,  gave  prod- 
uct groups  their  own  sales  staffs,  and  axed 
many  committees.  One  result:  Last  De- 
cember, after  analysts  said  its  new  work- 
station cost  too  much,  HP  shifted  gears  and 
introduced  a  successful 
bare-bones  model  four 
weeks  later.  Such  moves 
used  to  take  months. 

Young  also  directed  his 
corporate  engineering  di- 
rector, Marvin  L.  Patter- 
son, to  map  out  how  HP 
designed  products.  His 
prescription  was  to  spend 
more  time  up  front,  defin- 
ing the  product  precisely. 
Then  fewer  changes  have 
to  be  made  later,  when 
delays  ripple  across  the 
project.  Patterson  says  he 
would  rather  spend  50% 
extra  on  R&D  than  have 
a  project  come  out  six  months  late.  He  fig- 
ures the  product's  profitability  is  nearly  al- 
ways higher  that  way.  Now,  strict  confor- 
mance to  schedule  is  a  key  performance 
measure  throughout  HP. 


HP  is  finding  that  small  teams  can  de- 
velop products  faster  than  the  company's 
formal  organization.  Normally,  product  de- 
signers come  up  with  a  plan.  Engineers  re- 
fine it,  then  pass  it  on  to  manufacturing 
managers  and  finally  marketing  executives. 
But  with  HP's  new,  matchbox-sized  Kit- 
tyhawk  disk  drive,  a  team  of  people  from 
all  the  disciplines  worked  together  from 
the  start  The  program  was  headed  by  Rick 
Seymour,  with  an  engineering  and  manu- 
facturing background.  Marketing  manager 
Jeff  White  was  also  on  board,  as  was  Bruce 
Spenner,  general  manager  of  the  Disk 
Memory  Div. 


SPEED 

Hewlett-Packard 

is  finding  that 
small  groups  can 
develop  products 
faster  than  the 
company's  fonnal 
organization 


EASING  STANDARDS.  The 

Kittyhawk  squad  stopped 
at  almost  nothing  to 
speed  things  up.  To  save 
three  weeks  fabricating  a 
few  prototype  chips,  they 
spent  $100,000  to  buy  out 
a  supplier's  whole  chip 
production  mn,  which  en- 
abled the  supplier  to  con- 
centrate only  on  those 
prototypes.  Easing  HP's 
stringent  quality  standards 
on  another  component — 
for  the  prototype  only — 
saved  two  more  months. 
Rather  than  take  months 
to  outfit  a  new  production  line,  the  team 
recruited  Japan's  Citizen  Watch  Co.  to 
make  the  drive.  It  was  produced  in  just  a 
year,  six  months  shorter  than  the  industry 
average.  The  industry's  smallest,  the  dri- 
ve is  expected  to  open  up 
new  markets  far  bevond 
PCs. 

Spreading  such  ideas 
companywide  hasn't  always 
been  easy.  For  some  prod- 
ucts, such  as  software,  halv- 
ing breakeven  time  proved 
an  unrealistic  goal.  So  HP 
is  focusing  on  more  attain- 
able measures,  such  as  re- 
ducing the  number  of 
times  a  product  design  can 
be  changed.  Still,  many 
managers  don't  want  to 
spend  the  time  to  learn 
new  ways.  Young  has  a 
message  for  them.  "Some 
managers,"  he  says  point- 
edly, "don't  work  for  us 
anymore." 

By  Robert  D.  Hof  in  Palo 
Alto,  Calif. 


KITTYHAWK'S  FLIGHT 
CREW:  SEYMOUR, 
SPENNER,  AND  WHITE 
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WHERE  EMPLOYEES 
ARE  MANAGEMENT 

COMMITMENT   EQUALS    EMPOWERMENT   AT  SATURN 


O Saturn  Corp.  em- 
ployee Annette 
Ellerby  has  a  star- 
tling admission:  Her 
work  load  is  too  light. 
But  she  and  her  15- 
member  work  team, 
which  checks  electrical 
systems  on  Saturn  sub- 
compacts  as  they  roll  off 
the  assembly  line,  are 
about  to  change  that. 
"We're  trying  to  figure 
out  how  to  use  one  less 
person,"  she  says. 

That's  not  the  sort  of 
thing  you  hear  a  produc- 
tion worker  say  every 
day — except  at  the  Sat- 
urn factory  in  Spring 
Hill,  Tenn.  The  Gen- 
eral Motors  C^orp.  sub- 
sidiary was  designed  as 
a  laboratory  for  innova- 
tive ideas,  and  one  of 


EACH  WORK  TEAM  IS 
RESPONSIBLE  FOR 
ITS  OWN  BUDGET 
AND  HIRING 


the  most  revolutionary  is  its  approach  to 
employee  empowerment.  Saturn  is  orga- 
nized as  a  collection  of  small,  self-directed 
business  units  such  as  Kllcrby's.  Kach  team 
manages  everything  from  its  own  budget 
and  inventory'  control  to  hiring,  without  di- 
rect oversight  from  top  management. 

PRESENTEEISM.  While  th  e  system  doesn't 
work  perfectly,  many  experts  believe  work- 
ers can  be  the  most  effective  managers  of 
complex  manufacturing  operations.  7'heir 
experience  helps  them  make  better,  fast- 
er decisions  than  oftlce-bound  managers, 
says  Eugene  E.  Jennings,  professor  emeri- 
tus of  business  management  at  Michigan 
State  University.  Eor  instance,  Mel  Prevost 
and  the  other  14  members  of  a  Saturn  ma- 
chine maintenance  team  can  order  many 
of  the  tools  and  parts  they  need  on  their 
own.  That  speeds  repairs  and  gets  rid  of 
time-consuming,  bureaucratic  purchase  or- 
ders. Prevost's  team  also  recently  decided 
an  outside  supplier  was  the  cheapest  place 
to  sharpen  cutting  tools  for  transmission 


components,  a  task  once  done  in-house. 
Saturn's  no-layoff  policy  means  such  deci- 
sions won't  cost  jobs. 

At  Sanim,  added  responsibility  appears  to 
have  made  workers  more  accoimtable.  Ab- 
senteeism averages  just  2.5%,  vs.  10%  to 
14%  at  other  GM  plants.  The  reason  is 
partly  peer  pressure. 
I'cam  members  must 
take  up  the  slack  when 
co-workers  don't  show  up. 
Another  example:  Each 
team  regulates  personal 
calls  on  its  phones.  Some 
use  an  honor  system, 
while  others  make  team 
members  use  a  personal 
credit  card. 

Saturn  workers  show  a 
remarkable  commitment 
to  their  company.  When 
a  malfunction  in  the 
plant's  powerhouse  re- 
cently interrupted  the 
flow  of  crucial  cooling  wa- 


EMPOWERMENT 

Experts  feel  that 
in  complex  manu- 
facturing opera- 
tions, workers 
make  better  deci- 
sions than  office- 
bound  managers 


ter  to  the  paint  shop,  a  maintenance  team 
worked  36  straight  hours  to  fix  the  prob- 
lem. Says  Michael  Bennett,  president  of 
Saturn's  United  Auto  Workers  local:  "You 
couldn't  get  people  to  do  that  in  General 
Motors." 

To  help  its  employee  teams  fimction  ef- 
fectively, Saturn  has  set  up  a  comprehen- 
sive training  program.  Before  production 
began  two  years  ago,  workers  got  300  to 
7(KJ  hours  of  schooling,  covering  basic  skills 
such  as  conflict  management  and  problem- 
solving.  That  has  been  followed  by  ongoing 
training  in  specific  areas,  such  as  interview- 
ing techniques.  The  company's  goal  this 
year  is  for  workers  to  spend  at  least  5%  of 
their  work  time,  or  92  hours  a  year,  in  fur- 
ther training. 

PRODUCTIVITY  GAP.  Saturn  workers  will 
need  those  skills  to  remedy  the  company's 
biggest  weakness:  low  productivity.  Each 
Saturn  now  takes  about  35  hours  of  labor 
to  produce.  I'hat's  more  than  double  Toy- 
ota's level  and  well  above  Saturn's  own  tar- 
get of  20  hours.  In  part,  the  company  is 
hampered  by  its  cars'  hard-to-build  designs. 
Even  so,  the  factory  has  room  for  improve- 
ment. Daily  production  is  still  100  cars  shy 
of  the  plant's  1,133  capacity.  And  there  are 
plenty  of  teams  that  can  trim  members. 
Those  extra  workers  will  anchor  a  third 
shift,  due  to  start  next  year. 

Empowerment  isn't  without  problems. 
.Some  workers  and  managers  find  it  impos- 
sible to  switch  from  the  traditional  hierar- 
chical approach  to  a  team-oriented  one.  A 
handful  of  Saturn  workers  have  already  left 
because  they  didn't  fit  in,  and  others  are 
still  stniggling,  Bennett  concedes.  The  big 
pay  gap  between  workers  and  managers 
causes  some  friction  as  well.  At  Saturn,  un- 
ion workers  earning  about  $45,000  a  year 
share  some  responsibilities  with  vice-pres- 
idents earning  $125,000. 

Still,  Saturn's  bold  push  to  empower  em- 
plovecs  seems  to  be  paying  off  A  scant 
twi)  years  after  production 
began,  Saturn  builds  the 
highcst-ciuality  American 
cars,  with  defect  rates  ri- 
valing those  of  Hondas 
and  Nissans.  The  cars  are 
selling  so  well  dealers 
can't  keep  them  in  stock. 
And  the  Spring  Hill  plant 
attracts  a  steady  stream  of 
visitors  eager  to  learn 
from  Saturn's  experience. 
When  employees  start  ad- 
mitting they're  under- 
worked, other  companies 
tend  to  take  notice. 

By  David  Woodruff 
in  Spnng  Hill,  Tenn. 


I 
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^It'S  your  job  not  to  screw 
his  up  or  make  any  mistakes  or 
Irop  the  ball  or  blow  the  game, 
let  it  there  faster  and  quicker  and 
tiore  reliably  and  more  efficiently. 
)o  it  right,  first-rate,  top-notch, 
dthout  a  hitch  and  absolutely 
lawlessly.  Botch  this  one  and  you 
re  out  of  here,  history,  finished, 
erminated,  toast,  lunch,  gonzo, 
lead,  liaput.  And  one  more  thing. 

>o  it  for  LESS  MONEY 

ban  youVe  done  it  before!'' 


lien  the  pressure  is  on  to  do  it  ri,i5;lit — and  do  it  ^|HHH|^^^PP^H  package  traekin^  system  in  the  husiness,  a  money- 

)r  less — do  it  witli  FedEx  Standard  ( )\'ernitiht  ^BP^^^^^^i^ '"''"-'1^ guarantee  and on-eali  piekuji  at  no  extra 

r\'iee.  All  the  reliability  of  Federal  Hxpress,  but  ^^5^  J.^^jiSjf^'  eharge.  Call  us  at  8()()-2v^S-5355.  It's  ex'eiything 

for  less  money,  because  your  package  arrives  |  g^^C*  *  you  like  about  our  10:30  AM  FedEx  Priority 

3  PM  the  next  day:  As  always  you  get  the  best  I  1  Overnight'"  Ser\'iee.  Just  a  little  later  in  the  day.  ' 

Our  Most  Important  Package  Is  Yours."  1 


0  AM  nnd  .1:00  PM  (.leli\  en,'  '\u  W  areas.  Consult  our  Ser\'iee  <  iiiidc  tor  detail*,  atui  restrictions  of  our  money -hack  guarantee. 


OV>'^)2  Federal  Kxpress  (Corporation 


MANAGING  CHANGE 


SURVIVAL  SKILLS 


LISTENING  TO 
CHOPPERS'  VOICES 

-ELEVEN   JAPAN'S   COMMONSENSE  PRINCIPLES 


It  takes  a  pretty  strong  stomach  to 
f  ^be  an  executive  at  7-Elcven  Japan 

Co.  Three  days  a  week,  President 
oshifumi  Suzuki  and  some  20  top  manag- 
s  settle  down  in  their  posh  boardroom  to 
nch  on  instant  noodles,  prepackaged 
ndwiches,  and  snacks  that  vendors  hope 
sell  in  their  4,809-store  chain.  Sometimes 
s  a  spot-check  of  what's  already  on  the 
lelves.  One  stale  rice  ball  and  that  brand 
history.  "I  won't  sell  what  I  wouldn't 
It,"  says  Suzuki. 

Common  sense,  really.  But  such  simple 
tailing  principles  are  turning  an  erstwhile 
merican  institution  into  a  showpiece  of 
istomer  focus  in  Japan — and  may  end  up 
making  the  11.  S.  forebear,  too.  Backed 
/  one  of  the  most  sophisticated  product- 
icking  systems  in  the  world,  7-Kleven  Ja- 
m  is  so  plugged  in  to  consumer  trends 
lat  its  42%  operating  margin  far  outshines 
lat  of  rivals.  Analysts  say  the  company  will 
5st  pretax  profits  of  $680  million  on  sales 
'$1.44  billion  this  year,  up  10%  during  a 
Limp  that  should  push  down  average  sales 
Japan's  top  retailers  by  an  equal  amount. 
Fheir  whole  philosophy  of  business  clear- 
gives  their  customers  a  voice,"  says  Mi- 
ako  Ogasawara,  retail  analyst  for  LIBS  Phil- 
3s  &  Drew  International  Ltd. 
The  credit  for  7-Eleven  Japan's  intense 


customer  focus  belongs  to  parent  compa- 
ny Ito-Yokado  Co.,  Japan's  most  profitable 
retailer.  It  bought  the  franchise  rights  to  7- 
Eleven  from  Dallas-based  Southland  (]orp. 
and  opened  its  first  store  in  May,  1974. 
Steadily  expanding,  it  became  Japan's  larg- 
est convenience-store  chain.  In  1990,  with 
Southland  drowning  in 
debt,  Ito-Vokado  paid 
$430  million  for  70%  of 
the  LI  S.  company. 

Technology  is  the  key 
to  7-Eleven  Japan's  abil- 
ity to  keep  tabs  on  its 
consumers.  The  company 
is  putting  the  final  touch- 
es on  a  $200  million  sys- 
tem that  mcjuitors  inven- 
tory and  tracks  customer 
preferences.  (Jlerks  even 
key  in  the  sex  and  ap- 
proximate age  of  each 
customer  to  monitor  buy- 
ing patterns.  Orders  arc 
transmitted  instantly  via 
satellite  to  distribution  centers  and  manu- 
facturers. Anything  that  doesn't  move  is 
immediately  discontinued:  Of  the  3,000 
items  each  franchisee  carries,  70%  are  re- 
placed annually.  A  bare-bones  inventory 
saves  money,  with  shelf  space  allocated 


CUSTOMER  FOCUS 

Staying  plugged 
in  to  consumer 
trends  has  7- 
Eleven's 
operating  margin 

at  42%— far 
outstripping  rivals 


CLERKS  RECORD  THE  SEX  AND 
APPROXIMATE  AGE  OF  EACH 
7-ELEVEN  CUSTOMER 

only  to  what  local  shoppers  really  want. 

The  company's  keen  market  knowledge 
has  made  it  a  powerful  force.  Normally, 
Japan's  manufacturers  e.xpect  retailers  to 
sell  whatever  they  make.  Now,  more  than 
15  companies  have  special  factories  just  for 
7-Kleven  products.  Last  year,  beverage 
company  Calpis  Food  Industry  Co.  intro- 
duced Calpis  Water  after  7-Kleven's  data 
indicated  a  new  surge  in  popularity  of  bot- 
tled water. 

FAST  FISH.  At  first  glance,  a  7-Eleven  Ja- 
pan outlet  resembles  its  elder  American 
cousins — except  that  pans  of  boiled  octo- 
pus and  fish  paste  have  replaced  the  Slurp- 
ee machine  near  the  cash  register.  But  it 
has  also  become  a  one-stop  errand  center 
where  customers  can  make  photocopies, 
send  faxes,  develop  film,  and  even  pay  util- 
ity and  insurance  bills.  And  it's  a  tightly 
run  ship.  Suzuki  likes  to  drop  into  franchis- 
es incognito,  and  a  team  of  200  full-time 
testers  prowls  aisles  checking  for  freshness. 

Now,  Suzuki  is  spreading  the  gospel  in 
the  LI.  S.,  where  he  finds  many  of  the  7- 
Eleven  outlets  surprisingly  shabby.  He's 
starting  with  the  basics:  a  good  scrubbing 
and  some  simple  training  in  manners. 
Americ"an  convenience  stores,  he  says,  have 
also  spent  too  much  time  acting  like  super- 
markets— carrying  too  broad  a  line,  for  in- 
stance, or  trying  to  compete  on  price — in- 
stead of  simply  selling  convenience. 
Another  complaint:  Southland  execs  have 
confessed  to  him  that  their  families  never 
shop  at  7-Eleven.  'T  can't  understand  that 
way  of  thinking,"  Suzuki  laments. 
Last  autumn,  7-Eleven  Japan  started 
testing  its  theories  on  50 
stores  in  Austin,  Tex. 
They  stopped  discount- 
ing to  match  supermar- 
kets, increased  the  num- 
ber of  items  aimed  at 
local  customers  in  a  hur- 
ry, chucked  dusty  inven- 
tory, and  launched  daily 
delivery  of  fresh  deli 
goods.  The  result:  10% 
sales  gains  in  the  middle 
of  a  recession.  The  ex- 
periment next  spreads  to 
Detroit  and  Reno. 

Suzuki  figures  it'll  take 
two  to  three  years  to  get 
the  whole  chain  where 
he'd  like  it.  Only  then  can  he  think  about 
installing  state-of-the-art  technology  and 
really  giving  customer  service  a  lift.  F"or 
now,  he's  too  busy  teaching  LJ.  S.  managers 
how  to  think  with  their  stomachs. 

By  Krin  n  l.rmry  Miller  in  Tokyo 
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Boriil 

Spend  To! 


jl^fter  the  excesses  of  the  past  decade, 
encouraging  new  trends  have  emerged.  Companies 
in  a  broad  spectrum  o(  industries  are  borrowing  to 
refinance  and  restructure  debt,  and  investing  in  the 
training  and  technology  needed  to  increase 
prodLictivity, 


These  actions  may  not  bring  our  econc 
roaring  back  as  quickly  as  profhgate  spendi 
They  will,  however,  lead  us  toward  a  solid 
sustainable  recovety 

At  The  CIT  Croup,  we're  proud  to  be  play 
a  role  in  these  efforts  This  year,  we're  making  o  n 
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vailable  to  American  companies  that  can 
for  productive  investment  and  debt 
ring.  As  America's  most  experienced  asset- 
nder,  we  have  a  long  history  of  helping 
laged  companies  utilize  the  value  of  their 
improve  their  competitive  position 


To  find  out  how  The  CIT  Group  can  help 
you,  call  1-800-545-5440. 

Americas 
Most  Experienced 
Asset- Based 
Lender 


MANAGING  CHANGE 


SURVIVAL  SKILLS 


JOB  ADS 
■STRONGLl 
ENCOURAOC 
MINORiTIES 


DIVERSE  BY 
DESIGN 


HOW   GOOD   INTENTIONS   MAKE   GOOD  BUSINESS 


O 'Fhc  front  page  of  the  brochure,  dat- 
ed 1908,  is  a  quaint  reminder  of  how 
things  used  to  be.  Under  Levi 
Strauss  &  Co.'s  famous  two-horse  logo,  it 
hsts  blouses,  o\eralls,  and  pants  at  laugh- 
ably low  prices.  But  inside,  the  brochure 
shows  an  uglier  side  of  Levi  Strauss.  In 
Levi's  factory,  the  copy  proclaims,  "none 
but  white  women  and  girls  are  employed." 

Levi's  CEO  Robert  B. 
Haas  gets  a  kick  out  of 
showing  off  the  old  fly- 
er— not  because  he's 
proud  of  it,  but  because 
of  how  far  Levi's  has 
come.  Today,  it  is  recog- 
nized as  among  the  most 
ethnically  and  culturally 
diverse  companies  in  the 
V.  S.,  if  not  the  world.  At 
the  end  of  1991,  56%  of 
its  23,000  r.  S.  employ- 
ees belonged  to  minority 
groups.  Its  top  manage- 
ment level  was  14%  non- 
white  and  30%  female. 
But  Haas  isn't  satisfied 
with  that  Since  the  mid-1980s,  he  has  been 
working  to  eliminate  a  "glass  ceiling"  that 
he  believes  has  prevented  some  qualified 
minorities  and  women  from  reaching  the 
'-•)mpany"s  top  ranks.  The  company  de- 
nes to  say  just  what  percentage  of  wom- 
'nd  minorities  it  would  like  in  top  jobs, 
comerstone  of  Haas's  efforts  is  ed- 
aau!',.  Levi's  .spends  $5  million  a  year  on 


MANAGING 
DIVERSITY 

'It's  tough  to 
design  and 
de\'elop 
merchandise  for 

markets  you 
don't  understands 


its  "Valuing  Diversity"  educational  pro- 
grams, including  a  31^-day  workshop  for 
senior  managers.  The  program  is  designed 
to  get  employees  thinking  about  how  to 
become  more  tolerant  of  personal  differ- 
ences, and,  ultimately,  how  to  see  the  im- 
portance of  them.  Shorter  versions  of  the 
program  are  given  to  all  employees. 
Levi's  bangs  the  drum  for  diversity  in 
every  corridor.  Ads  for  job 
openings  "strongly  en- 
courage" minorities  to  ap- 
ply. Ii  supports  in-house 
networking  groups  of 
blacks,  Hispanics,  les- 
bians, and  gay  men.  A 
Diversity  Council,  made 
up  of  two  members  of 
every  group,  regularly 
meets  with  Levi's  execu- 
tive committee  on  raising 
awareness  of  diversity  is- 
sues. Part  of  managers' 
bonuses  is  even  tied  to 
meeting  the  goals  in  its 
"Aspiration  Statement," 
which  demands  that  em- 
ployees aspire  to  appreciate  diversity. 

Levi's  executives  say  the  payoff  is  more 
than  an  accumulation  of  credit  in  heaven. 
As  the  L.  .S.  labor  force  becomes  increas- 
ingly diverse,  companies  that  want  to  hire 
the  best  people  must  be  open  to  that  di- 
versity. When  job  seekers  interview  at 
Levi's,  they  often  find  a  person  across  the 
desk  who  looks  like  them.  "You  get  a  feel- 


ing there's  opportunity  here  because  of  the 
diversity  at  senior  levels,"  says  internal  aud- 
its manager  Loraine  Binion,  who  is  blacL 
Promoting  diversity  in  the  work  force 
makes  good  marketing  sense  for  Levi's, 
too.  "It's  tough  to  design  and  develop  mer- 
chandise for  markets  you  don't  under- 
stand," says  Dan  Chew,  manager  of  corpo- 
rate marketing.  Then  there's  the  flip  side: 
When  you  make  a  point  of  valuing  other 
people's  contributions,  some  good  ideas  for 
products  make  their  way  back  to  headquar- 
ters. For  instance,  Levi's  credits  an  Argen- 
tine employee  for  thinking  up  its  Dockers 
line  of  casual  pants,  now  worth  more  than 
$1  billion  a  year.  Do  Levi's  efforts  have 
any  broader  affect  on  the  bottom  line.' 
That's  anyone's  guess.  Says  Chew:  "We"\  e 
had  six  successive  record  years — because 
of  diversity  or  in  spite  of  it,  I  don't  know." 

HOT  WATER.  Taking  the  moral  high  road 
does  have  its  price.  Costly  and  time-con- 
suming disagreements  abound  in  a  com- 
pany where  everyone's  ideas  are  encour- 
aged. Some  managers  feel  uncomfortable 
with  the  w  ide-open  organization — which 
Haas  thinks  harnesses  diversity — and  leave. 
"Lots  of  key  managers  got  there  by  com- 
mand and  control,"  says  Sue  1  hompson, 
director  of  human  resource  development 
"Some  see  the  direction  we  are  going  as  a 
company  is  not  for  them." 

Sometimes  Levi's  commitment  to  diver- 
sity gets  it  in  hot  water  with  outsiders.  The 
company  recently  cut  funding  for  Boy 
Scout  activities  because  of  the  group's  ban 
on  homosexual  troop  leaders.  Now,  some 
Christian  groups  have  called  for  a  boycott  of 
Levi's  because  of  it.  Levi's  has  also  been 
flooded  with  complaints  from  the  public 
as  well  as  some  of  its  own  employees  and 
retailers.  But  Levi's  executives  say  the  1^ 
headaches  are  well  worth  it.  .Standing  firm,  ! 
they  argue,  sends  an  important  message  to 
employees  of  all  races  and  lifestyles. 

By  Alice  Cuneo  in  San  Francisco 
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Van  Kampen  Merritt " 


VAN  KAMPEN  MERRITT  SHORT-TERM  GLOBAL  INCOME  FUND 


Make  The  World  Work  For  Yo\i 


Higher  returns  on  quality,  short-term  investments  are 
often  found  outside  of  the  United  States.  We  can  help  you 
take  advantage  of  this  situation  with  the  new  Van  Kampen 
Merritt  Short-Term  Global  Income  F\uid.  It  invests  in  higli- 
quality,  short-term  foreign  and  domestic  securities 
denominated  in  various  currencies  from  stable  industrial 
nations.  So  you  can  diversify  your  portfolio  and  help 
reduce  your  exposure  to  fluctuations  in  U.S.  interest  rates. 
The  result  can  be  a  more  stable  net  aisset  value  than 


longer-term  global  bond  funds — and  you  can  benefit 
from  favorable  market  conditions  all  around  the  world, 
not  just  here. 

It's  a  big  world.  Turn  it  into  a  big  opportunity.  Ask 
your  investment  representative  for  a  prospectus  con- 
taining more  complete  information,  including  charges 
and  expenses.  Please  read  the  prospectus  care- 
fully before  you  invest  or  send  money.  Or  call 
1-800-DIAL-VKM  (1-800-342-58.56)  ext.  1114. 


Van  Kampen  Merritt 

A  XEROX  Finjntial  Services  Company 


Investing  With  A  Sense  of  Direction® 


Ithough  the  Fund's  net  asset  value  will  fluctuate  as  a  result  of  changes  in  currency  exchange  rates,  the  Fund  will  seek  to  minimize  these 
iictuations  by  maintaining  a  portfolio  of  investments  that  is,  on  the  whole,  relatively  neutral  to  fluctuations  in  the  value  of  the  U.S.  dollar 
elative  to  an  aggregate  of  the  currencies  of  major  industrialized  countries).  In  addition,  the  Fund  intends  to  engage  in  hedging  and  risk 
lanagement  transactions  to  .seek  to  minimize  fluctuations  in  net  asset  value  which  are  due  to  changes  in  currency  exchange  rates.  The 
-incipal  value  and  investment  return  of  Fund  shares  will  vary  with  market  conditions  and  may,  when  sold,  be  more  or  less  than  at  the  time 
f  purchase,  ^denotes  registered  trademarks  of  Van  Kampen  Merritt  Inc. 
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SURVIVAL  SKILLS 


GIVING  THE  BOARD 
MORE  CLOUT 

DAYTON   HUDSON    DIRECTORS   RUN   THE  SHOW 


Olt  has  been  a  cough  couple  of  years 
for  Minneapolis'  I^ayton  Hudson 
Corp.  With  a  quarter  of  its  stores  in 
recession-gripped  California,  the  retailer's 
1991  earnings  plunged  27%,  to  $301  mil- 
lion. Heavy  promotions  slashed  1992's  first- 
half  profit  growth  to  4%.  To  top  it  off  Day- 
ton's flagship  Marshall  Field's  store 
in  Chicago  was  closed  for  about  a 
week  during  the  busy  spring  holi- 
days because  of  severe  flooding. 

Such  a  deluge  of  bad  news  would 
make  some  executives  fear  for  their 
jobs.  Not  Kenneth  A.  Macke.  Be- 
cause of  a  practice  almost  unique 
in  Corporate  America,  Dayton's 
chaimian  and  CKC)  knows  precisely 
where  he  stands  with  his  board. 
Each  year,  Dayton's  directors  give 
him  a  thorough  performance  re- 
viev\' — ^just  like  the  one  ever\'  other 
employee  gets.  While  this  year's 
was  tough,  he  says,  it  helped  him 
focus  on  what  he  could  do  better, 
such  as  lowering  expenses  and 


CEO  MACKE  AND  EMPLOYEES: 
HE  GETS  A  PERFORMANCE 
REVIEW  EVERY  YEAR,  JUST 
THE  WAY  THEY  DO 


boosting  market  share,  "^'ou  need  the  sup- 
port of  the  board  in  bad  years,"  explains 
Macke,  who  says  he's  grateful  for  directors" 
ideas  in  coping  with  a  difficult  retail  envi- 
ronment. "It's  lonely  at  the  top." 

NO  RUBBER  STAMPS.  At  all  too  many  com- 
panies, the  CEO  wields  most  of  the  power 
in  the  boardroom.  He  sets  the  agenda  for 
meetings  and  controls  the  flow  of  informa- 
tion to  the  board.  Directors  serve  at  his 
pleasure,  rubber-stamping  his  decisions. 
Sure,  directors  have  recently  seized  more 
initiative  in  a  few  well-publicized  cases. 
But  such  stirrings  are  generally  reserved 
for  crisis  situations,  not  for  the  ongoing  re- 
lations berween  the  boss  and  the  board. 

i  hose  old  nilcs  of  corporate  go\'ernance 
don't  apply  at  Davton.  Boardroom  power 
is  distributed  more  evenly  between  direc- 
tors and  top  officers.  Not  only  does  Day- 
ton's CEO  undergo  an  annual  performance 
review,  but  the  directors  have  access  to  any 
of  his  management  team  if  they  want  to 
ask  cjuestions.  Directors  are  also  active  in 


personnel  planning,  to  help  ensure  a  di- 
verse work  force.  Another  unusual  twist: 
Twelve  out  of  14  directors  arc  outsiders.  A 
vice-chairman  chosen  from  among  the  out- 
side directors  serx'cs  as  a  special  liaison  be- 
tween the  board  and  the  C;EO.  The  result 
is  a  powerful,  independent  group  of  direc- 


board  members  fresh,  Dayton  limits  terms 
to  12  years,  and  directors  must  resign  if 
their  jobs  change,  fhe  board's  responsibil- 
ities are  defined  in  writing.  To  avoid  a  two- 
tiered  board,  all  outside  directors  are  mem- 
bers of  the  executive  committee.  Its  main 
function  is  to  recommend  new  directors 
and  to  review  and  compensate  top  man- 
agement. The  commirtee's  head  is  the  out- 
side director  serving  as  the  board's  vice- 
chairman — currently  Bnice  K.  MacLaury, 
president  of  the  Brookings  Institution. 

It  takes  a  confident  CEO  to  make  the 
system  work,  MacLaury  says.  The  compa- 
ny, in  turn,  has  won  the  confidence  of  at 
least  some  shareholder  activists.  Sarah  A.  B. 
Teslik,  executive  director  of  the  Council 


tors — a  rare  species  in  boardrooms  today. 
How  independent.''  Last  year,  for  instance, 
the  board  withheld  Macke's  bonus,  which 
had  totaled  almost  $W)(),()()0  in  1990. 

Dayton  has  been  doing  things  different- 
ly for  years.  In  the  late  1960s,  Bruce  and 
Kenneth  Dayton,  grandsons  of  the  com- 
pany's founder,  got  ready 
to  take  Dayton  public. 
They  wanted  the  compa- 
ny to  have  an  activist 
board  to  closely  oversee 
the  managers  mnning  the 
company.  They  stipulat- 
ed that  the  only  inside  di- 
rectors would  be  the  CKO 
and  any  heirs  apparent. 
Now,  that's  Macke  and 
President  Stephen  E. 
Watson.  The  outside  di- 
rectors are  mostly  corpo- 
rate executives — no  law- 
yers or  investment 
bankers. 

To  keep  its  mix  of 


GOVERNANCE 


Because  of 
corporate  rules, 
12  of  the  14 
members  of 
'  Dayton's 
powerful  boai-d 
ai^e  outsiders 


of  Institutional  Investors,  which  represents 
75  big  pension  funds,  says  her  group  has 
remained  supportive  of  Dayton  despite  its 
recent  troubles.  The  reason:  its  governance 
philosophy. 

Whether  Dayton's  system  can  work  else- 
where is  hard  to  say.  Macke  is  circumspect 
He  says  that  it  could  be 
too  tough  for  a  chief  ex- 
ecutive who  has  spent  10 
to  1 5  years  in  one  type  of 
relationship  with  his  or 
her  board  to  suddenly 
switch.  The  best  pros- 
pects for  change,  he  says, 
might  come  during  top- 
management  transitions. 
There's  no  magic  formula 
for  empowering  directors. 
But  waiting  for  a  cata- 
clysm to  force  the  board's 
hand  is  clearly  the  worst 
formula  of  all. 

By  Julia  Flynn 
in  Minneapolis 
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82 

SKILLS  ON 
THE  SKIDS 


78 

REPLENISHING 
HUMAN  CAPITAL 

Corporate  America 
has  underinvested 
in  its  workers, 
and  the  govern- 
ment has  wasted 
billions  on  pro- 
grams that  don't 
get  the  job  done. 
Time  is  running 
out,  and  America 
must  find  some 
answers 


For  a  decade,  ex- 
perts have  warned 
of  the  need  for  a 
better-educated, 
better-trained  U.S. 
work  force.  At 
long  last,  both 
parties  are  begin- 
ning to  view  the 
problem  as  a 
major  obstacle  to 
competitiveness 


90 

LEARNING 
A  LIVING 


Vocational  training 
and  apprentice- 
ship programs  cost 
German  industry 
deady  but  keep 
the  country  on  the 
cutting  edge. 
Could  they  pro- 
vide a  yardstick 
for  the  U.S..? 


92 

RETHINKING 
SCHOOL 

Times  have 
changed,  but  not 
education.  Schools 
around  the  U.S. 
are  grappling  with 
such  basic  ques- 
tions as:  What 
should  kids  learn.'' 


100 

REMEDIES 

FOR  SOCIAL  ILLS 

The  inner  city's 
problems  look  in- 
tractable, but  ex- 
perience proves 
some  programs 
work.  We  need 
the  will-and  the 
money-to  take 
them  nationwide 

HEALING  HEALTH  CARE 

Is  managed 
competition  the 
prescription  for 
spiraling  costs.? 
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APPLYING 
LESSONS 

To  go  the  head  of  the 
global  class,  America 
must  improve  its 
schools,  train  its  workers 
to  be  more  productive, 
and  solve  social  problems 
that  now  cost  a  bundle 
to  contain.  It  can  all 
be  done  if  we  learn  from 
our  own  experiments 

NEW  CITIZENS  IN  BROOKLYN 
BY  LYNN  JOHNSON/BLACK  STAR 


THE      HUMAN  EQUATION 


OVERVIEW 


REPLENISHING  OUR 
HUMAN  CAPITAL 

IT'S   THE    ONE    FACTOR    WE   CAN'T   AFFORD   TO   STINT  ON 


OMany  Americans  have  a  tendency 
to  see  social  problems  as  moral  tli- 
lemmas.  Should  criminals  be  reha- 
bilitated, or  punished?  Should  welfare 
mothers  be  supported,  or  made  to  take  a 
job?  Should  the  federal  government  pay 
for  apprenticeship  and  remedial  education 
programs,  or  should  hif^h  school  dropouts 
fend  for  themselves?  Such  (luestions  have 
created  lonj^-standinfj;  divisions  between 
Democrats,  w  ho  are  drawn  in  the  first  di- 
rection, and  Republicans,  who  lean  toward 
the  second. 

In  the  past  few  years,  however,  a  third 
perspective  has  emerged.  As  the  U.  S.  los- 
es ground  in  world  markets,  business  lead- 
ers and  policy  experts  are  starting  to  say 
that  social  ills  should  be  viewed  not  as  ideo- 
logical issues,  but  as  impediments  to  Amer- 
ican competitiveness.  The  economy's 
strength  turns  increasingly  on  the  skills  and 
well-being  of  the  entire  work  force,  they 
argue.  So  the  nation  musn't  be  saddled 
with  front-line  workers  w  ho  haven't  been 


TRAINING,  DETROIT^ 
THE  INNER  CITY 


trained  in  the  latest  technologies.  It  can't 
w  atch  idly  as  kids  drop  out  of  school — or 
graduate  reading  at  an  eighth-grade  level. 
And  it  can't  afford  the  $7(),()()()  it  costs  to 
care  for  each  of  the  250,(KK)  low-birthweight 
babies  bom  every  year  when  $40()  in  prena- 
tal care  would  avoid  the  problem. 

"[.ou-v\eight  babies,  preschool  nutrition, 
drugs,  and  family  disintegration  are  eco- 
nomic problems,"  says  (ieneral  Klectric  ( lo. 
Kxecutive  Vice-I'resident  Frank  P.  Doyle. 
"If  you  don't  address  them,  they  end  up 
in  your  cost  base  anway,  and  we  all  carry 
the  competitive  burden.  That  makes  you 
look  at  government  a  different  way" — as 
an  ally  instead  of  a  meddler. 

SKILLS  DEFICIT.  Global  competition  is  mak- 
ing it  obvious  that  the  work  force  needs 
help.  America  now  trails  rivals  such  as  Ger- 
many and  japan  by  many  measures  of  hu- 
man capital.  One  of  the  most  crucial  is 
worker  training,  which,  increasingly,  is  the 
kev  to  raising  productiv  it\  and  v\ealth  (page 


82).  Corporate  America  and  Washington 
invest  $5,V)  billion  a  year  in  new  plant  and 
equipment  and  $150  billion  more  in  re- 
search and  development.  Only  $48  billion 
goes  to  training,  less  than  half  per  capita,  of 
what  Germany  and  Japan  spend.  That's 
one  reason  why  wages  and  productivity  in 
those  countries  are  growing  faster  than  in 
the  LI.  S. 

America's  reluctance  to  train  carries  over 
to  a  related  need:  helping  workers  plan  ca- 
reers. In  Germany,  most  employees  spend 
years  in  rigorous  apprenticeships  and  en- 
hance their  skills  on  the  job  through  high- 
quality  training  programs  run  by  compa- 
nies and  the  gcnernment  (page  90). 

The  lack  of  such  mechanisms  in  Ameri- 
ca doesn't  hurt  those  who  become  engi- 
neers or  doctors.  But  there's  no  system  for 
enabling  most  average  workers  to  choose 
an  occupation  and  become  proficient  in  it, 
then  hook  up  with  companies  that  need 
cjualified  employees.  One  result  has  been  a 
growing  shortage  of  skilled  workers,  which 


AMERICA  VS.  THE  COMPETITION 


THE  U.S.  LACKS  A  JOB-TRAINING  SYSTEM... 


U.S. 

GERMANY 

J  A  P 

SCHOOL-TO-WORK 
TRANSITION 

icLeft  mostly  to 
chance 

•k60%  of  workers 
go  through  high- 
quality  apprentice 
programs 

-k  Close  relati 
between  empl 
and  local  schi 

VOCATIONAL 
EDUCATION 

ir Available  in  most 
urban  areas,  but 
quality  varies  widely 

if  Near-universal 
availability,  uni- 
formly high  quality 

•kLimited  avt 
ability,  qualit 
to  good 

ADULT 
EDUCATION 

-kModerate.  Commu- 
nity colleges  o  ffer 

•kLimited  but 

growing 

*  Widespreac 
study  commoi 

many  opportunities 


EMPLOYER 
TRAINING 


DAIA  OFFICE  OF 
TECHNOLOGY  ASSESSMENT 


•kMostly  for  man- 
agers and  tech- 
nicians. Excellent  at 
a  few  companies, 
nonexistent  at  many 


•k  Widespread, 
vety  high  quality, 
strong  government 
support 


■k  Widespread 
good  quality, ) 
ment  subsidie 
small  conipan 
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St  economists  l)clic\c  will  become  acute 
en  the  economy  picks  u[).  "'Ilie  proh- 
1  in  the  U.  S.  is  not  that  nothinj^  works — 
"act,  many  programs,  schools,  and  train- 
efforts  are  amonj;  the  most  imaginative 
he  world — but  rather  that  we  lack  entire 
tems  that  work,"  write  Ray  Marshall  and 
re  "Fucker  in  a  new  book 
itied  Lmmingfor  a  I. ruing. 
I  his  is  especially  true  of 
ools  (page  92).  America's 
versities  may  be  the 
rkl's  best,  and  there  are 
imising  experiments  in 
5lic  education.  But  public 
oofs — the  final  training 
und  for  56%  of  U.S. 
rkers — have  on  balance 
ed  to  keep  pace  with  the 
her  educational  require- 
nts  of  jobs  in  today's 
;rnational  economy.  This 
>ws  up  in  tests  of  math 
I  science  ability,  where 
lencan  youngsters  lag  be- 
d  those  in  other  industri- 
ed  countries,  and  in  pub- 
school  dropout  rates,  where  the  contrast 
;qually  distressing  (table). 


>RY  INACTION.  The  most  damning  com- 
isons,  however,  involve  myriad  meas- 
s  of  social  soundness.  Pick  a  category — 
nelessness,  infant  mortality,  dmg  abuse, 
iiicides,  share  of  citizens  on  welfare  and 
prison — and  the  U.  S.  is  worse  off  than 
ist  other  industrialized  countries. 
Phis  trend  has  been  fueled  in  recent 
irs  by  the  rising  poverty  rate.  Today,  I  in 


10  Americans  draws  food  stamps,  \  s.  1  in 
14  four  years  agf).  Nearly  .S  million  fami- 
lies are  on  welfare,  an  all-time  high,  and  I 
child  in  7  lives  on  the  dole.  'I'his  swelling 
underclass  costs  the  economy  tens  of  bil- 
lions of  dollars  a  year  in  direct  support,  lost 
productivity,  and  by-products  such  as  high- 
er  health-care    costs  and 
crime — resources  that  should 
be  spent  on  education  and 
training. 

The  bill  is  so  high  partly 
1  1  •        because  the  1'.  S.  tries  ineffi- 

nOt  tnat  nothing  eient  solutions.  Rather  than 
spend  relatively  large  sums 
up  front  to  prevent  drug 
abuse  or  crime,  as  countries 
such  as  Canada  and  Britain 
do,  the  LI.  S.  waits  until  a  cri- 
sis develops,  then  spends 
much  more  to  combat  it  This 
makes  little  sense.  Studies 
show,  for  instance,  that  $1 
spent  to  immimize  poor  chil- 
dren saves  $10  in  future  med- 
ical costs,  and  the  same  holds 
for  other  problems  (page  100). 
"The  1980s  have  taught  us  that  we  are  in  a 
pay-now  or  pay-a-lot-more-later  situation," 
reads  a  recent  congressional  report  on  the 
problems  of  the  underclass.  "While  the  cost 
of  action  is  high,  the  price  of  inaction  is 
staggering." 

America  once  could  absorb  such  costs 
and  still  trample  its  competitors.  But  to- 
day, auto  plants  in  Mexico  and  clothing 
factories  in  Brazil  are  forging  ahead  in  cjual- 
ity,  service,  and  versatility.  For  U.  S.  com- 
panies to  keep  up,  every  factory  hand  and 


'The  problem 
in  the  U.S.  is 


works,'  write 
Marshall  and 
Tucker,  'but 
rather  that  we 
lack  entire  sys- 
tems that  work' 


...ITS  SCHOOLS  DON'T  MEASURE  UP... 


INFANT  MORTAUTY/1,000  BIRTHS 
CHILD  POVERTY* 
HANDGUN  HOMICIDES  IN  1990 
PRISONERS  PER  100,000  PEOPLE 


17%   9.6%  10.7%  8.2% 
10,567    68      22  NA 
NA 


426 


98 


77 


us. 

SWinERLAND 

FRANCE 

KOREA 

MATH  SCORES* 

55% 

71% 

64% 

73% 

SCIENCE  SCORES* 

67 

74 

69 

78 

GRADUATION  RATE** 

74 

88 

85 

NA 

■Percent  of  questions  onswered  correctly  on  o  standardized  test  given  to  a  rondam  sample  of 
1 3-year-olds  in  these  countries  in  1 991 
■  'Students  finishing  secondary  school  as  a  percent  of  the  graduation-age  population 
NA=not  ovoilable 


...AND  ITS  SOCIAL  PROBLEMS  ARE  WORSE 

U.S.     CANADA    BRITAIN  GERMANY 

10      7.2      8.0  7.5 


salesclcrk  must  join  the  race.  I'hose  who 
can  barely  read  and  write,  or  who  have 
gone  20  years  with  no  new  training,  won't 
add  enough  value  to  keep  the  economy 
healthy. 

Both  polidcal  parties  are  starting  to  real- 
ize this.  P>ven  before  the  Presidential  cam- 
paign placed  the  spotlight  on  human  capi- 
tal, a  growing  number  of  experts  of  all 
stripes  were  working  on  new  labor  market 
systems,  from  setting  up  apprenticeship 
programs  to  establishing  skills  standards 
that  companies  will  be  able  to  use  to  guide 
their  training. 

Many  education  reformers  now  agree 
that  students  should  go  to  school  year- 
round,  study  in  groups  instead  of  in  isola- 
tion, and  learn  by  doing  instead  of  by 
memorizing  facts.  Liberals  and  conserva- 
tives are  starting  to  agree  that  tightly  fo- 
cused programs  don't  help  drug  addicts  or 
welfare  mothers  enough.  A  better  answer 
would  be  a  more  comprehensive  approach 
that  deals  with  poverrv',  crime,  drug  addic- 
tion, and  homelessness  as  part  of  a  single, 
broad  problem — and  attacks  it  with  broad 
solutions. 

Many  of  these  insights  are  just  taking 
hold,  so  it  would  normally  be  years  before 
they  gain  much  momentum.  The  LJ.  S. 
doesn't  have  that  much  rime  to  waste.  Cor- 
porate America  has  underinvested  in  its 
work  force,  and  Washington  has  blown 
huge  sums  on  ineffective  programs.  T  he 
challenge  now  is  to  spend  more  here, 
spend  more  wisely  there — and  make  ev- 
ery human  capital  outlay  an  investment  in 
the  future. 

By  Xaroii  Bernstein  in  Nem'  York 


'Percent  of  children  living  below  poverty  line  NA=not  available 

DATA:  EDUCATIONAL  TESTING  SERVICE,  ORGANIZATION  FOR  ECONOMIC  COOPERATION  8  DEVELOPMENT, 
U  S  HEALTH  t  HUMAN  SERVICES  DEPT.,  UNICEF,  URBAN  INSTITUH,  HANDGUN  CONTROL  INC,  UNITED  NATIONS 


CRIMESTOPPERS:  COMMUNITY  POLICE 
IN  PRINCE  GEORGES  COUNTY,  MO. 
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aNWORT,  WARMTH  AND  QUIET. 
THE  PERFEa  INCREMENTS  FOR 
A  DRIVE  OR  AN  AFTERNOON  NAP 


ye 


If  you  have  spent  any  time 
watching  television  recently  you 
have  undoubtedly  seen  one  or 
two  commercials  for  luxury  cars. 

Tastefully  produced.  Lushly 
filmed.  Arranged  with  a  classical 
piece  by  Beethoven  or  Mozart. 

Comforting.  Peaceful.  Softer 
than  a  goose- 
down  pillow.  .  ^  ^ 

Not  unlike 
the  cars  they 
portray  Auto- 


skeptical  view  of  this  new  breed 
of  automotive  isolation  chamber 
Certainly  no  one  would  deny 
that  comfort  and  quiet  can  be 
virtues.  But  as  with  most  things 
in  life,  too  much  of  either  virtue 
can  be  quite  detrimental. 

Which  IS  why  all  BMW 
cars  have  been  pur- 
posely engineered 
not  to  decep- 
tively shield 
the  driver 


mobiles  deSiSned  ^  Unlike  the  luHmg,  artificially  smooth  nde  of  other  luxury  fl'Om  thC  CX" 

,      I  •  I  I  II  automobiles,  the  BMW  750iL  sedan  IS  designed  to  achieve        .  r 

■tO  shield  their  OC-  a  very  different  effect  keeping  the  driver  alert  perienCC  Ot 


cupants,  at  any  cost,  from  the  re- 
alities of  the  world  outside. 

The  engineers  at  BMW  on  the 
^  vrher  hand,  tend  to  take  a  rather 


the  road,  but  instead,  to  make  the 
most  of  the  driver's  skill  by  provid- 
ing everything  necessary  to  bet- 
ter perform  the  task  of  driving. 


lof 

STEADY  QUIET  VERSUS  k 


STONE  SILENCE. 
Take  the  BMW750iLseda| 

an  automobile  that  not  only  e 
new  standards  in  elegance  ai 
luxury  but  in  other  regards  as\ 

Instead  of  simply  blocking 
out  noise,  for  example,the  75 
creates  less  in  the  first  place 

Its  12-cylinder;  5.0-  liter  en 
is  quite  possibly  the  automotj 
world's  most  eloquent  study 
smooth,  quiet  power  deliver>lji(jt 
And  rather  than  using  traditic||iTf 
rubber  mounts  like  those  foO( 
in  conventional  automobiles,> 
the750iL's  engine  is  attached 
the  car's  chassis  with  vibratic^rfti 
damping  hydraulic  mounts. 


ft.-iilsonthi-.lirnitertv 


nly  "  iiPtvH  e',pto\/KlwlljvCrn^/-,(".ountrvMntnf  Clul),  Iri'  .Bir.lon.MAO^  I']'-),  t^eplinCA,  wheieservK  e'.aie provided  tiyCfir.sCounlryMofnri  IuIm it (..alil ,  Irii  .Boston, MA 


niEC  Everything  about  the  12-cylinder,  296-horsepower  BMW750iL  sedan  is  designed  to  make  the  most  of  the  driver's  ability.  In  an  article  naming  it 
ilUEi#  the  "Best  Sedan  in  the  World"  Car  and  Driver  called  the  750iL  an  "exercise  in  excellence  that's  an  example  to  all  automakers" 


demeath,  the  750iL  sedan's 
link  suspension  employs  a 
3  double-elastic  mounting 
n  to  reduce  road  noise  as 
5  powertrain  noise. 
Df  which  together  serves  a 
purpose.  Low-frequency 
unimportant 
driving  ex- 
ice,  is  filtered 
jt  acousti- 
slevant  high- 
!ncy  sounds 
Dwed  in,  pro- 
the  driver  with  the  auditory 
ack  and  road  information 
d  to  react  instantly  when- 
ie  occasion  should  arise. 
J  therefore, the  driver  ex- 
ces  a  secure  feeling  of 
'  quiet.  Not  stone  silence. 
!eling  that  if  there  is  some- 
/ou  might  need  to  hear; 
't  be  kept  from  you  like  a 
of  unwelcome  news. 

il  North  Americci,  Inc  The  BMWIrademark  and  logo  aie  registered 


The  750iL  has  other  ways  of 
keeping  the  driver  aware  as  well. 

THE  CONFIDENCE  OF 
KNOWING  THATYOU  ARE  IN 
THE  DRIVER'S  SEAT 
Unlike  other  carmakers  who 
may  have  attempted  to  try  and 


A  Even  the  BMW75UiL  sedans  dual  climate  control  system  contributes  to  the  driver's  ability  With 
individual  ergonomically  designed  analog  controls,  the  passenger  can  stay  warm  and  cozy,  while  the 
driver  can  stay  cool,  calm,  collected  and,  most  importantly  alert 


recreate  a  living  room  easy  chair 
—  a  place  much  better  suited  to 
dozing  than  driving  — the  BMW 
7-Series  seats  are  orthopedically 
designed  and  feature  multi-zone 
foam  construction. 

They  are  soft  and  very  com- 
fortable where  they  should  be,  as 
well  as  firm  and  supportive  where 
they  really  need  to  be. 

THE  ULTIMAn  DRIVING  MACHINL 


Creating  a  seat  not  only  com- 
fortably tailored  to  the  anatomy 
but  one  that  also  conveys  crit- 
ical information  from  the  tires 
through  the  suspension  system 
to  the  driver's  body 
The  750iL  sedan,  like  all  BMW 
automobiles,  has 
a  4-year/50,000- 
mile  bumper-to- 
bumper  warranty* 
and  a  nationwide 
Roadside  Assis- 
tance Program 
that  can  be  called  on  anytime! ' 

Call  800-334-4BMW  for  the 
location  of  the  authorized  BMW 
dealer  nearest  you.  Take  a  thor- 
ough test  drive  of  the  750iL. 

We  are  quite  certain  that  the 
experience  will  awaken  you  to  a 
great  many  things.  The^ 
desire  for  a  nap  not 
being  among  them. 


T  HI      H  U  MAN      E  Q  U  A  T  I  0  N 


WORKING  SMART 


BACHING  BUSINESS 
HOW  TO  TRAIN 


U.S.    COMPANIES    RISK    FLUNKING    OUT   OF    THE    GLOBAL  MARKETPLACE 


O Shelly  Krickson  didn't  even  know 
\\  liat  a  machine  shop  was  when  she 
signed  on  at  Remmele  Engineering 
Inc.  in  St.  Paul,  Minn.,  five  years  ago. 
Krickson  started  off  checking  for  defects 
in  parts  that  skilled  machinists  turned  out  at 
the  precision-machining  company.  Soon, 
however,  she  took  company-sponsored 
courses  in  basic  math,  statistical  process 
control,  computer  programming,  and  blue- 
print reading.  These  were  taught  on  site, 
mostly  during  work  hours,  by  instructors 
from  local  community  colleges. 

The  result  is  that  today,  the  31 -year-old 
mother  of  one  holds  one  of  Remmele's 
premier  jobs:  She  runs  computer-numer- 
ic-controlled machinery,  turning  out  bearing 
components  to  within  a  tolerance  of  .0002 
of  an  inch.  Erickson's  training  now  qualifies 
her  to  handle  every  aspect  of  the  manu- 
facturing process,  from  ordering  raw  mate- 
rials and  running  the  machinery  to  coordi- 
nating deliv  ery.  And  her  compensation  has 
almost  doubled,  to  about  $30,000  a  year. 
Remmele,  for  its  part,  now  has  a  worker 
who  can  participate  in  self-directed  work 
teams  that  it  hopes  will  b(jost  productivity 
and  ciuality.  "Remmele  has  made  training 
a  part  of  being  competitive,"  says  Jerome 
M.  Rosow,  president  of  the  Work  in  Amer- 
ica Institute,  which  did  a  recent  case  study 
on  the  company. 

LEFT  TO  CHANCE.  Bf)th  Erickson  and  Rem- 
mele are  the  exception  today.  Although 
economists  ha\e  harped  for  years  on  the 
need  for  a  more  highly  skilled  U.  S.  work 
force,  the  effort  to  build  one  is  just  start- 
ing. The  biggest  obstacle  is  a  lack  of  mech- 
anisms for  helping  the  56%  of  workers  w  ho 
stop  at  high  school  manage  a  career.  Most 
of  these  people  have  no  idea  what  skills 
they  need  in  a  global  economy — or  how  to 
get  them. 

Instead,  e\crsthing  is  left  to  chance.  Pro- 
grams to  recycle  high-school  dropouts  serve 
a  fraction  of  those  who  need  help.  The 
I '.  S.  has  no  comprchensi\  c  program  such 


TOO  FEW  COOKS?  T/mSW,, 

Jose  (Calif.)  program  teaches  skills 
aiul  helps  trainees  finish  high  school . 


I 
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500. 


How  Wisconsin  Power  &  Light  Company 
protects  its  pension  fund. 

As  one  of  the  country's  leading  utilities,  reduced  its  trading  cost  and  improved  its  overall 

Wisconsin  Power  &  Light  Company  has  become  returns  with  the  use  of  S&P  500  futures.  And 

\'ery  adept  at  planning  for  its  future.  that's  helping  ensure  a  brighter  future  for 

Being  forward  looking,  they  were  quick  to  thousands  of  future  retirees, 
see  the  advantages  of  using  S&lP  500  futures  to  So  if  you're  interested  in  helping  insulate 

help  their  pension  fund  react  to  market  changes  your  company's  pension  fund  from  sudden 

faster  and  more  efficiently.  That  helps  reduce  shocks,  and  generating  better  returns,  plug  into 
volatility  and  smooth  out  reairns.  S&P  500  futures  and  options  at  the 

In  fact,  for  the  past  three  years,  Wisconsin    ^^^n     Chicago  Mercantile  Exchange.  We  help 
Power  &  Light  Company's  pension  fund  has  smart  businesses  manage  risk. 

CHICAGO  MERCANTILE  EXCHANGE* 

The  Exchange  ot  Ideas® 

1-800-331-3332  (US  toll-free),  1-312-930-2316  (Chicago),  071-920-0722  (London),  03-3595-2251  (Tokyo) 


"Standard  iSt.  Poor's"  Standard  &.  Poor's  500!'  "S&R"  and  "500"  are  service  marks  of  the  Standard  &i.  Poor's  Corporation 
and  liave  been  licetised  for  use  hv  the  Chicago  Mercantile  Exchange. 


I 


Over  a  million  M 
and  it's  not  e\( 


"0 


According  to 
the  polls,  more 
MICROSOFT,  than  half  a 
_  million  people 
who  used  to  use  WordPerfect  have 
moved  to  Microsoft  Word  for  Windows." 


\ 


A  million  more  Lotus  1-2-3  users  ha\ 
moved  to  Microsoft  Excel  for  Window 

L  ike  people  all  across  the  countr 
they  were  looking  for  a  change,  some 
thing  that  would  make  life  a  little  easiefoR 

That  something  is  Microsoft. 


.  w  mlormatimi  tmule  the  50  Vmled  Slain,  call  1800)  426-9400.  DepI  HZZ  Outsidi  llw  US  and  Canada,  call  (206)  936-8661  Cuslonun  m  Canada,  call  (800)  563-9048.  ©  1992  Micrusuft  Ciirpnmtmn  All  r 


^oted  for  change, 
Section  day 

We  make  it  possible  to  do  everyday        If  youd  like  to  know  more,  call  (800) 
:s  with  less  effort.  Writing  a  report,    426-9400,  Dept.  HZ2.  And  keep  in 
example.  Or  developing  a  budget.     mind  that  change  is  about  possibilities. 
In  fact,  with  Microsoft  Excel  and  ^  j|»       .  _  ■  ■  ijf 

*d  for  \A/indows,  just  about  anything  tw/KCfuSOwt 
asier,  short  of  running  the  country  Making  it  easier 

•gtstcmi  trademark  and  Windnivs  is  a  trademark  of  Mifrosoft  Corporation.  Lotus  and  1-2-3  are  registered  trademarks  of  Lotus  Development  Corporation.  WordPerfect  is  a  registered  trademark  of  WordPerfect  Corporation. 


!  H  E     H  U  M  A  N  EQUATION! 


11^  (icinumy  s  apprcnticc- 
sliip  system,  which  helps 
noiK'ollcKC  youth  f^ain  the 
skills  they  need  to  find  a 
job  with  a  future  (pa^e  *^^()). 
/\nd  few  [  i.S.  companies 
invest  much  in  workers. 
Most  of  the  $30  billion  a 
year  Corporate  America 


counted  for  by  less  than 
10%  of  all  companies,  ac- 
cording to  the  American 
Sociers'  for  Training  &  I)e- 
\elopment  (AST!)),  an 
,\lexandria  (Va.)  trade 
f^roup.  A  disproportionate 
share  of  that  i^oes  to  train- 
ing; professionals,  who  have  the  most  skills 
to  begin  with.  Washinj^ton  doesn't  fill  the 
gaps:  Most  of  its  $18  billion  in  annual  train- 
ing money  goes  to  disadvantaged  or  dislo- 
cated workers,  not  to  upgrading  those  on 
the  job. 

liow  much  training  should  the  I  .  S.  be 
doing.^  Some  .SO  million  workers — mostly 
nonprofessionals — need  technical  or  other 
training  to  perform  their  current  jobs  at 
peak  efficiency,  says  Anthony  P.  (larne- 
vale,  the  ASTD's  chief  economist.  I'hat 
would  cost  industry  at  least  $30  billion 
more  a  year,  and  would  require  most  large 
and  midsize  companies  to  devote  \.5%  of 
their  payrolls  to  the  effort.  Such  spending 
would  still  fall  short  of  the  3%  to  4%  of 
payroll  at  Cierman  and  Japanese  compa- 
nies. "We  have  an  imdereducated,  under- 
trained  work  force  at  the  aHBaHM^H 
point  of  production  and 
sales,  which  is  where  the 
competition  is  in  the  new 
world  economy,"  Camevale 
savs. 


WHO  GETS  TRAINING... 


PERCENT  OF  U  S  WORKERS  WHO  RECEIVE  TRAINING 
FROM  IHfIR  EMPLOYERS,  BY  OCCUPATION 


...WHERE  irS  NEEDED... 


PROFESSIONAL 

61% 

TECHNICIAN 

52 

EXECUTIVE/MANAGER 

47 

PRODUCTION  AND  CRAFT 

35 

ADMINISTRATIVE  SUPPORT 

32 

SALES 

32 

MACHINE  OPERATOR,  ASSEMBLER 

22 

TRANSPORTATION 

18 

HANDLER,  HELPER,  LABORER 

14 

T^PEOF 
TRAINING 


MILLIONS  OF 
WORKERS  NEEDING 
INSTRUOION 


PERCENT  OF 
WORK  FORCE 


MANAGEMENT 
SKILLS 

5  • 

5% 

CUSTOMER 
SERVICE 

11 

9 

NEW 

TECHNOLOGY 

16 

14 

BASIC  SKILLS 
(THE  THREE  Rs) 

17 

14 

DATA:  BUREAU  OF  LABOR  STATISTICS,  AMERICAN  SOCIETY  FOR  TRAINING  &  DEVELOPMENT 

o\  erlapping  training  programs  that  are  now 
sponsored  by  several  government  agencies. 

The  board  would  be  complemented  by 
state  and  local  coimterparts,  which  could 
be  formed  from  the  000  existing  Private 
industrv"  Councils.  These  are  made  up  pri- 
marily of  local  business  leaders  and  set  up 
by  Congress  to  oversee  federal  job-train- 
ing programs.  Kxperts  say  that  the  coun- 
cils form  a  better  structure  to  build  upon 
than  government  agencies,  because  they're 
run  by  employers,  who  typically  have  more 
knowledge  of  labor-market  needs.  Under 
Marshall  and  Tucker's  plan,  the  new 
boards  would  adapt  training  programs  to 
pro\  ide  the  types  of  workers  needed  by 
local  companies. 

This  may  all  sound  like  free-market 
heresy,  but  the  Bush  Administration  is  al- 


...AND  HOW  TO  PROVIDE  IT 


FREE-WARKET  HERESY?  I  he 

challenge  isn't  simply  to  do 
more  training,  but  to  helji 
workers  upgrade  their  skills 
as  jobs  change.  One  com- 
prehensive recommenda- 
tion comes  from  Rav  Mar- 
shall, a  former  Labor 
Secretar\'  under  Presitlcnt 
jimmy  Carter,  and  .Marc 
Tucker,  the  head  of  the 
National  Center  on  Educa- 
tion &  the  Kconomy.  In  a 
new  book,  'I'hnikitig  for  a 
I .ivinf^,  the  two  Bill  Clinton 
supporters  call  for  a  nation- 
al employment  and  train- 
ing board.  It  would  be 
composed  of  government 
officials  and  btisiness,  labor, 
and  eckication  leaders  and 
•■.\()uld  coordinate  and 
sLieanilinc  the  half-dozen 


Employers  and  Washington  spend  $48  billion  a  year  on  work- 
er training.  Still,  there's  no  coherent  system  to  help  workers 
achieve  high  skill  levels.  Here's  how  to  create  such  a  system: 


ready  laying  the  foundation 
for  something  c]uite  similar. 
Over  the  past  year  or  two, 
the  I  .abor  Dept.  has  initiat- 
ed several  programs  to  help 
employers  figure  out  what 
types  of  training  they 
should  offer.  For  instance, 
the  Labor  and  Education 
Depts.  plan  soon  to  an- 
nounce a  joint  effort  with 
three  industries  to  create 
voluntary  skill  standards. 
The  idea  is  to  identify  the 
knowledge,  skill,  and  level 
of  ability  needed  for  partic- 
ular jobs  so  that  workers 
can  acquire  them,  along 
with  certificates  of  competence  from  in- 
dustry associations.  Eventually,  Labor 
Dept.  officials  hope,  many  employers  will 
integrate  the  standards  into  their  hiring, 
promotion,  and  pay  policies. 

Ciovemment  is  beginning  to  act  as  a  facil- 
itator in  other  ways,  too.  In  1090,  the  Na- 
tional (iovemors"  Assn.  (N(jA)  launched  an 
ambitious  project  called  Excellence  .it 
Work,  w  hich  has  drawn  up  a  plan  of  action 
that  states  can  adopt  to  help  companies  be- 
come more  globally  competitive.  The  plan 
calls  for  states  x.o  integrate  their  various  job- 
training  ser\'ices  into  comprehensive  pro- 
grams, so  that  workers  can  move  between 
career  paths  as  needed.  The  program  also 
encourages  the  states  to  help  educate  busi- 
ness and  labor  unions  about  the  competi- 
tive vakie  of  training,  and  to  provide  tech- 
wam^^^^m  nical  assistance  to  com- 
panies to  help  them  mod- 
ernize their  work  processes 
in  ways  that  can  take  ad- 
vantage of  more  highly 
trained  employees. 


WASHINGTON 


if  Establish  national  training  policies.  Work  with  industry 
groups  and  unions  to  develop  competency  standards  for  most 
occupations.  Set  up  a  national  apprentice  program 


STATES 


•kCreate  statewide  training  systems,  using  community  colleg- 
es, vocational  schools,  and  community  groups.  Coordinate  pro- 
grams/or dropouts,  displaced  workers,  and  the  unemployed 


CITIES 


•k Expand  private  industry  councils,  which  already  train  the 
disadvantaged,  into  local  training  hoards  that  adapt  state 
and  national  programs  to  help  meet  local  labor  market  needs 


COMPANIES 


-kDevote  1%  to  4%  of  payroll  to  training — vs.  the  little  or 
nothing  employers  of  9(F/(  of  the  work  force  now  spend — 
facilitating  a  change  to  more  productive  work  methods,  such 
as  team  systems 


SMALL  IS  NEEDY.  The  Labor 
Dept.  is  trying  a  similar  ap- 
proach. It  recently  began 
working  with  the  National 
Association  of  Manufactur- 
ers to  help  companies  that 
want  to  reorganize  work 
methods  and  boost  training. 
"Such  groups  have  never 
done  a  damn  thing  before," 
says  Roberts  T.  Jones,  the 
Assistant  Secretary  of  La- 
bor for  Employment  & 
Training.  "But  the  pressure 
from  their  members  is 
growing." 

Smaller  empKiyers  are  in 
need  of  the  most  guidance. 
Companies  with  fewer  than 
.S(X)  workers  employ  57%  of 
the  labor  force,  but  only  a 
few  of  them  emulate  Rcm- 
mele,  which  spends  2%  to 
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I        R        S  T 


CLASS 


Now  all  across  the  U S.,  wake  up  to  the  uWhSIm J 
power  breakfast  in  our  newly  redesigned  First  Clas^^ll 

You'll  begin  with  a  complimentary  newspaper,  rich ' 
100%  Colombian  coffee  and  fine  herbal  teas. 

Then  ease  into  your  day  with  such  stylish  comforts 
as  hot  refresher  towels  and  new  electronic  headsets. 

And  soon,  USA  TODAY'S  Sky  Radio!"  featuring  live 
news,  opinion,  and  sports. 

United's  new  First  Class.  It's  better  for  you,  better  for 
business.  It's  truly  first  class. 

Come  fly  the  airline  that's  uniting  the  world.  Come 
fly  the  friendly  skies. 


UniTED  AIRLinES 


THE      HUMAN  EQUATIOII 


.V'i  ol'  its  payroll  on  training.  In  tact,  less 
ihaii  5%  of  companies  of  this  size  do  any 
training  at  all,  according  to  a  study  b\  the 
Soiithport  Institute  for  Policy  Analysis,  a 
nonprofit  research  group  in  Washington. 
Southport  also  found  that  the  problem  isn't 
always  money,  lip  to  30%  of  smaller  com- 
panies want  training  programs  but  say  they 
don't  know  where  to  suirt.  "'['here  is  a  mar- 
ket failure  caused  by  inadequate  informa- 
tion," says  Southport  ['resident  Forrest  P. 
(;hisman. 

One  solution  is  for  gox  ernment  to  inter- 
cede. (Ihisman  thinks  the  states,  in  part- 
nership with  Washington,  should  set  up 
networks  of  specialists  who  can  put  em- 
ployers in  touch  with  trainers  at  conimu- 


There  are  se\  eral  models  for  employers 
to  look  to.  One  is  Aetna  Life  i!s:  Oasualrs^ 
(k).,  which  trains  up  to  700  employees  a 
year  in  basic  skills.  Some  attend  local  com- 
munirv  colleges  or  training  programs.  Oth- 
ers take  classes  at  Aetna's  Hartford  head- 
quarters and  supplement  them  with 
self-paced  courses  on  office  computers. 
Last  summer,  for  example,  15  Aetna  em- 
ployees took  a  two-hour  course  called  "In- 
troduction to  Business  Writing"  every 
Tuesday  morning  for  six  weeks.  F'rimari- 
ly,  they  learned  memo-writing  technic|ues. 
"New  systems  like  managed  care  reqiure 
our  claims  processors  to  deal  directly  with 
doctors  and  hospitals,"  says  William 
McKendree,  vice-president  of  Aetna  Ed- 


nity  colleges  and  vocational  or  technical 
schools.  Several  states,  including  Massa- 
chusetts, South  Carolina,  and  \'irginia,  have 
started  such  programs.  In  May,  Labor, 
Commerce,  and  the  Small  Business  Ad- 
ministration announced  a  modest  plan  with 
a  similar  aim:  They  will  gather  information 
on  the  best  practices  in  training  and  work 
restructuring,  then  tell  small  companies 
about  them. 

BIG  GAPS.  One  of  the  biggest  training  chal- 
lenges is  filling  gaps  left  by  public  schools. 
Carnevale  estimates  that  at  least  17  million 
workers  need  remedial  education  in  read- 
ing, writing,  and  math.  Most  of  these  peo- 
ple now  do  low-paying  sen  ice  work,  such 
av  tiata-entry.  But  they'll  have  to  tackle 
more  complicated  tasks  as  their  employers 
redesign  jobs  to  boost  quality  and  produc- 
Ms  itv.  Only  a  fraction  of  companies  are 
training  employees  for  the  transition. 
(  .irncvale  thinks  (brporate  America  spends 
'■<')  more  than  $200  million  a  year  to  train 
sCiiMKH)  workers,  at  most,  in  basic  skills, 
i '!  liclp  all  17  million,  he  adds,  would  cost 
bi'lion-plus. 


ucation.  "Because  the  conditions  of  the 
jobs  have  changed,  employees  need  bet- 
ter skills." 

Perhaps  America's  most  difficult  train- 
ing challenge  is  to  prepare  disad\antaged 
and  displaced  workers.  Washington's  pri- 
mary \ehicle  is  the  Job  '{"raining  Partner- 
ship Act  (JIP.A).  State  agencies  and  Private 
Industn,  Councils  disburse  $4  billion  a  year 
to  pri\ate  training  institutes  and  to  employ- 
ers w  ho  do  on-the-job  training. 

The  private  institutes  varv'  in  quality,  but 
some  are  good  at  raising  the  qualifications 
of  hard-to-reach  workers.  The  Center  for 
Employment  Training,  in  San  Jose,  Calif, 
is  one.  The  center,  which  was  started  in 
1%7  and  gets  about  one-third  of  its  funding 
from  the  JTI'A  and  other  federal  programs, 
trains  some  2,000  people  a  year  in  30  cen- 
ters in  six  states.  The  typical  curriculum 
combines  reading,  writing,  or  English  class- 
es with  hands-on  training  in  workshops. 
Students,  70%  of  them  Hispanics  who 
didn't  finish  high  school,  learn  anything 
from  baking  to  landscaping.  Neady  80%  of 
them  get  a  job  when  they  graduate,  and 
90%  eventually  earn  high  school  diplomas. 


"We  developed  a  philosophy  that  gradua- 
tion is  a  job,"  says  Russell  Tershey,  the 
center's  executive  director.  "You  can't  eat  a 
diploma." 

Despite  such  successes,  the  JTPA  needs 
an  overhaul.  Some  training  institutes  have 
gotten  funds  from  it  fraudulently.  And 
some  employers  use  JTPA  wage  subsidies 
to  pay  workers  that  they  would  have  hired 
anyway.  A  law  signed  by  President  Bush 
on  Sept.  7  should  help  to  curtail  some  of 
the  cheating.  Even  so,  there  may  be  a  per- 
petual shortage  of  funds.  Fhe  JTPA  cur- 
rently serves  just  5%  of  some  33  million 
eligible  .\niericans — and  its  budget  has  ris- 
en little  since  its  passage  in  1983.  While 
President  Bush  has  proposed  an  expansion 
of  programs  to  help  dis- 
placed workers,  even 
that  would  not  provide 
enough  money  to  serve 
the  millions  of  workers 
likely  to  lose  their  jobs 
because  of  structural 
changes  the  economy  is 
likely  to  experience  as 
free  trade  expands 
around  the  globe. 


SHOWING 
THE  WAY 

Life 
ro/iM  sr/z'c  as 
a  luodcl  jor 
(iiip/oycrs.  //  • 
offen  pro- 


hasir  skills  to 
700  m-orke/s 
t'L  T/y  year  at 
its  Uartjonl 
headijitaHers 
and  local 


I  oil!  Ill /I  II  tty 
(ollem  ^ 


GERMAN  MODEL  It's  still 
unclear  what  methods, 
if  any,  the  U.S.  will 

adopt  to  solve  these  hu- 
man-capital problems. 
But  nearly  everything 
now  under  consideration 
will  require  a  significant 
departure  from  .Ameri- 
ca's traditional,  laissez- 
faire  approach.  Japan 
may  provide  little  guidance:  It  has  been 
able  to  count  on  a  social  consensus  to  deal 
with  workplace  problems  that  doesn't  cur- 
rently exist  in  this  countrs'. 

European  methods  provide  a  more  like- 
ly model.  In  countries  such  as  Germany, 
for  instance,  the  social  democratic  govern- 
ments that  held  power  after  World  War  II 
forced  business  into  collaborations  with  un- 
ions to  improve  conditions  and  opportu- 
nities for  workers.  This  led  to  programs 
such  as  the  Gemian  apprenticeship  system, 
among  other  training  vehicles.  The  LI  S. 
adopted  a  similar  ap[)roach  to  some  work- 
place issues  during  the  New  Deal.  But  Cor- 
porate America  resisted  attempts  by  orga- 
nized labor  to  take  collaboration  as  far  as 
it  went  in  Europe.  In  fact,  U.  S.  managers 
often  perceive  the  European  programs  as 
excessive  government  inter\ention.  Still, 
the  current  initiatives  by  the  .\GA  and  the 
Labor  Dept.  draw  close  in  spirit  to  the  Eu- 
ropean model. 

In  the  end,  the  U.  S.  w  ill  probably  cre- 
ate a  hybrid  solution  of  its  own.  "The  bot- 
tom line  will  be  a  change  in  the  role  of  gov- 
ernment," says  the  Labor  Dept.'s  Jones, 
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The  Human 
/ymi/i  in 
formaDehyde. 


(Telenecephalon.) 


ou  total  it  all  up, 
Runner  personal 
anizers  offer 
=le  a  greater  COM- 
4.tion  of  styles, 
;s,  and  types  of 
ills  than  any 
er  sold  in  retail 
RES.  Making  them 

BEST  PLACE  TO  KEEP 
CK  OF  ALL  YOUR 
UGHTS,  PLANS,  BIG 
\S,     AND     GAS  RE- 

TS.  Because,  let's 

;  it,  YOUR  BRAIN  HAS 
"ER  THINGS  TO  DO. 


(Day  Runner.) 


The  Human 

I^rain  in  biirgiin(^y 
calfjkin. 


PERSONAL  ORGAN  IZERS 

At  offwe  product,  department,  andjpecuxLtyjtorej.  SOO  635-5i-l4.  Canada,  800668^575.  ©1992.  Day  Runner,  Inc. 


THE      HUMAN  EQUATION 


t'roin  ""projiiam  manager,  rcf^ulator,  and  en- 
forcer— to  leader  and  catalyst."  One  exaiii- 
|ile  he  cites  is  his  department's  new  efforts 
to  help  indtistries  develop  competency 
standards  for  employees.  "This  is  very  dif- 
ferent from  traditional  Republican  meth- 
ods, and  from  Democratic  ones,  too,"  |ones 
adds. 


Business  and  pohtical  leaders  in  this 
coimtry  finally  are  bei^inninjj;  to  chan,L!;e 
their  view  of  the  skill  deficiencies  found 
in  so  many  members  of  the  American 
work  force.  Now,  such  problems  are  being 
seen  not  as  tough  luck  for  the  workers, 
but  as  bad  news  for  11  S.  competitiveness. 
Politicians  and  business  executives  are  even 


starting  to  agree  on  what  needs  to  be  done. 
The  question  now:  How  fast — and  how 
far — w  ill  \\  ashington  and  Corporate  Amer- 
ica move.'' 

By  Aaron  Bmisfciii  in  Nm'  York,  with  Rich- 
ard Brandt  in  San  Jose,  Calif..  Barbara  Carl- 
son in  H /afford,  and  Kami  Padh  in  St.  Paul. 
Minn. 


IN  OVERALLS 


OAt  age  17,  (ierman  machine-tool  mechanic  Andreas 
Mayr  is  the  kind  of  worker  most  Li.  S.  bosses  can 
only  dream  of.  He  has  mastered  college-level  math, 
physics,  and  chemistry,  and  he  can  run  a  complex  produc- 
tion line.  After  two  years  in  Germany's  rigorous  appren- 
ticeship training  system,  Mayr  is  a  whiz  on  the  shop  floor 
as  well  as  in  the  classroom. 

He  and  the  country's  1.8  million  other  apprentices  are  the 
cutting  edge  of  Germany  Inc.'s  industrial  competitiveness. 
Their  skills  are  a  yardstick  of  how  far  U.  S.  industry  has  to  go 
to  upgrade  its  own  work  force — anil  how  ninc  li  that  could 
cost.  Every  year,  German 
companies  spend  $17  bil- 
lion to  train  apprentices 
and  another  $1(S  billion  to 
retrain  their  existing  work 
force.  What  they  get,  in  a 
typical  German  factory 
worker,  is  the  ability  to  do 
everything  from  program- 
ming computerized  ma- 
chinery to  repairing  the 
machines  themselves. 

SELF-HELP.  Workers  also 
alert  managers  to  changes 
that  could  boost  efficiency, 
and  strive  to  improve  prod- 
uct quality.  "These  people 
think  for  themselves,  adapt  to  changing  markets,  and  take  re- 
sponsibility for  expensive  machinery,"  says  Anton  Kathrein, 
41,  owner  and  CEO  of  antenna-maker  Kathrein  Werke,  where 
Mayr  is  an  apprentice,  in  the  Bav  arian  tow  n  of  Rosenheim. 

German  training  is  costly:  up  to  $7,S, ()()()  a  year  per  trainee 
for  instnictors,  state-of-the-art  machinery,  and  a  modest  salary. 
But  the  system  works  well,  adjusting  c|uickly  to  market  de- 
mand, because  it  is  run  and  financed  mainly  by  industry.  Af- 
ter World  War  II,  industry  groups,  unions,  educators,  and  gov- 
ernment ofUcials  jointly  reshaped  apprentice  training,  which 
evolved  from  the  centuries-old  guild  system.  Through  the 
Federal  Institute  for  (Career  I'raining,  industries  keep  appren- 
ticeship requirements  up  to  date.  Most  companies  operate 
their  own  programs,  often  exceeding  national  minimum  stan- 
dards. The  costs  are  "an  investment  in  the  future,"  says  Kath- 
rein, who  spends  about  $1.24  million  a  year — 4%  of  his  com- 
|>any"s  payroll- -on  apprenticeships  and  worker  retraining. 
"  i'lie  money  flows  back  to  us." 


Not  always  directly,  though.  Only  one-third  of  Kathrein's 
375  apprentices  in  the  past  four  years  stayed  on,  although 
Kathrein  offers  jobs  to  all  who  perform  adequately.  But  Ger- 
man bosses  don't  fret  about  worker  mobility,  because  most  of 
the  work  force  is  skilled:  Close  to  70%  of  German  youths  pass 
through  apprenticeships,  from  metalworking  to  hairstyling, 
and  around  30%  go  to  college. 

After  secondary  school,  those  who  are  not  headed  for  col- 
lege apply  to  companies  offering  training.  This  ensures  that 
apprentices  learn  skills  industries  need.  They  typically  spend 
one  or  two  days  a  week  in  "career  school,"  roughly  equivalent 
to  U.  S.  junior-college,  and  three  or  four  days  in  the  plant.  As 
German  industry  goes  high  tech,  the  ratio  of  theory  to  hands- 
on  training  keeps  rising.  At  Kathrein.  one  skill  the  Master,  or 
master  craftsmen,  teach  apprentices  is  how  to  do  the  mathe- 
matical equations  needed  to  program  factory  machinery. 
"When  I  trained  10  years  ago,  hand  skills  were  still  more  im- 
portant," says  Alfred  Thunig,  28,  Mayr's  Meister.  "'['he  ability 
to  think  and  calculate  is  w  hat  workers  need  now." 

To  beat  japan,  German 
industry  is  making  appren- 
ticeships longer.  Many 
three-year  courses  have 
been  lengthened  to  31^ 
years.  And  final  exams  to 
become  certified  special- 
ists have  been  made  more 
difficult.  Workers  who 
achieve  this  rating  earn 
higher  pay,  and  they  could 
move  up  to  Meister  ox  en- 

KATHREIN,  A 
GERMAN  MAKER 
OF  ANTENNAS, 
SPENDS  4%  OF 
ITS  PAYROLL  ON 
TRAINING 

gineer.  "In  five  years,  you  will  see  an  incredible  leap  in  [the 
competitiveness  of]  German  industry,"  says  Thunig. 

Kathrein  is  convinced  his  workers'  adaptability  frees  up 
himian  and  financial  resources  for  innovation.  The  proof: 
Products  less  than  two  years  old  account  for  half  of  1992's 
projected  $527  million  in  sales.  One  example:  a  cellular- 
phone  antenna  for  carmaker  Audi. 

Kathrein  also  sees  his  factory  as  a  laboratory  where  hands- 
on  specialists  such  as  Mayr  and  Thunig  interact  with  theoreti- 
cally trained  engineers  and  academics.  His  latest  move  is 
bringing  a  few  American  engineers  from  Scala  Electronic 
Corp.,  Kathrein's  Medford  (Ore.)  unit,  to  see  what  can  be 
learned  from  them — and  whether  any  of  the  German  training 
system  can  be  transplanted  to  Medford.  "Ninety  percent  of 
LI.  S.  specialists  are  theoreticians,"  says  Kathrein.  "What  you 
lack  in  the  LI  S.  is  middle-level  people  with  expertise." 
'That's  a  big  gap  that  American  industr\'  must  start  to  fill. 

B\  Gail  E.  Sr/iares  in  Ro.wnheim.  Gennany 
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MS  better 

than  a 

)ng  distance 

service  that 
gives  your 
business 
noney  back? 

i  new  service  that  also  gives  you 
ways  to  make  your  job  easier 

If  your  company  spends 
between  $3,000  and  $30,000 
a  month  in  long  distance,  it 
pays  to  consider  signing  up  for 
ATST Megaconf  Plus  Service  now. 
:ompany  would  get  a  one-time  credit  on  your  long 
ice  charges  —  up  to  $30,000.'  It's  our  way  of  welcom- 
iu  into  ihQ  ATSS' Megaconf  Family.- ( If  you're  already 
acom  customer  )0u  can  still  get  big  money  back: ) 
'en  more  important,  ( )ur  ne^ Megacom  PliisService 
;lp  you  simplify  your  job.  Whether  yi  )u  use  regular 
ess  lines  or  dedicated  access,  all  your  locations  and 
.ir  calls  ( domestic,  AT&T  Calling  Card,  internatic  )nal 
SAD/rec7®calls)  are  combined  into  a  single  .service, 
naking  it  simple  for  you  to  maximize  discounts. 


Lnd  a  variety  of  billing  choices. 


Choose  from  numerous  billing 
formats,  on  paper  or  floppy  disk. 
Opt  for  i\\QMegacom  Plus  PC 
Billing  Package,  and  get  virtually 


complete  control  over  all  \'our  calling  information  —  to 
help  you  analyze  your  bill  and  manage  your  business  better 

And  competitive  pricing. 

What's  \x\ov>i,Megacum  PlusSeirice  offers 
vou  outstanding  \'alue  k)x  the  money  To 
begin,  you'll  get  usage  volume  dis- 
counts that  save  you  more,  because 
they're  based  on  vour  consolidated 
i:)illing  across  locaticjns.  And  when  you  factor  in  Term  Plan 
savings  on  top  of  that,  y(  )u'll  see  that  ATcS:T  is  \'er\- 
price  competitive. 

Altogether  better  long  distance  service 
from  the  AWTMegacom  Family 
of  Sendees. 

AT&T  offers  mid-sized  companies  not 
just  one  service,  but  an  entire  family 
ATST  Megacom®  Service,  Megacom 
Plus  Sen  'ice  and  Megacom®  Optimum 
Service  — no[  to  mention  ow Megacom"^  800  Service,  now 
offering  special  incentives  for  new  customers. 

E\'ery  member  of  ih^  ATi^iT Megaccjm  Family  is  backed 
b\-  dedicated  support  teams  and  offers  the  features,  flexibil- 
ity and  value  that  mid-sized  companies  want. 

C(  )nsidering  our  credit  offer  is  ( )nly  good  through 
12/l(S/92,  there  will  never  be  a  better  time  than  now  to  call 
the  number  below  for  more  infc  )rmation. 

There'll  never  be  a  better  time 
to  ask  about  our  long  distance  credit, 
worth  $2,500  to  $30,000.' 


Call  now: 

1800858-MEGA,Ext.92 


ATsT 


inmm  the  k-ngtlmf  Term  Plan  cnmmnmtni  Pt-nding  f  ("(  jppnival  Other  tundiiiuns  and  resinctions  may  apply 

ion  by  2/lM/'-)5,  credii  applied  after  first  Lumplctc  bill  month  Penalties  will  apply  to  early  termination 

pplied  fur  24'  or  ?6monih  Term  Plantm  ll'-)^  bill  with  sun  up  by  1/1/93  Penalties  will  appl>  to  early  termination. 


©  1992  AT&T 


THE     H  UMAN  EQUATIOfl 


EDUCATION 


LOOK  WHO'S  AHEAD 

OF  THE  LEARNING  CURVE 

SOME    PUBLIC    SCHOOLS    ARE    MAKING    BIG    C  H  A  N  G  E  S  —  W  I  T  H    BIG  RESULTS 


"U'r  iiml  to  mtriKHire  schools.  We  haven't 
kept  up. " 

—  National  Education  Assn.  President 
Keith  Cjcij^cr 

"Srhooh  hrrcc  stayed  hi  a  time  a'ti/p . . .  they 
all  need  to  ehan^. " 
— Kdueation  Secretary  I>amar  Alexander 

OThe  head  of  the  country's  larf^est 
teachers'  union  and  the  Administra- 
tion's education  point  man  don't 
agree  on  much.  But  on  one 
thing,  they  do:  America's  public 
schools  don't  work.  In  the  past 
10  years,  real  spending  on  edu- 
catif)n  has  jumped  25%,  to  $4,W 
per  student.  Vet  math,  science, 
and  reading  scores  of  secondary- 
school  kids  have  stayed  flat.  I  ligh 
school  seniors"  verbal  and  math 
scores  on  the  Scholastic  Aptitude 
Test,  though  they  ticked  up  this 
year,  are  far  lov\er  than  20  years 
ago.  Business  blames  schools  for 
not  prov  iding  good  employees, 
politicians  blame  teachers'  un- 
ions, teachers  blame  parents,  par- 
ents blame  school  boards,  and 
they  all  blame  administrative  bu- 
reaucracies that  consume  up  to 
50%  of  school  district  budgets. 

Sift  through  all  the  angst, 
though,  and  the  bottom  line  is 
this:  ".Schools  pretty  much  pro- 
duce what  they  always  did,  and 
it's  not  enough  anymore,"  says 
Rexford  Brown,  senior  felkiw  at 
the  Kdueation  (commission  for 
the  States,  a  Denver  research 
group.  "Our  expectations  have  changed, 
and  it's  caught  people  asleep  at  the 
switch."  Part  of  the  problem  is  sheer  vol- 
ume: 80%  of  18-year-olds  finish  high  school 
totiav  vs.  50%'  in  the  1950s.  Some  60%  of 
lugh  school  grads  enter  college — vs.  40% 
in  the  '6()s.  These  trends  have  contribut- 
ed to  i  e  "pass-along"  syndrome,  a  ten- 
dency ro  elevate  kids  whether  they  learn 
mucli  or  not. 

Assembly-line  schooling  has  thus  pro- 
duced millions  of  graduates  who  can't  meet 
tiding  workplace  standards,  such  as  great- 
L-r  expertise  i-i  math,  reading,  w  riting,  and 


problem-solving.  In  short,  American  kids 
need  better  education — and  more  of  it — 
to  match  skills  with  their  (ierman  and  Jap- 
anese counterparts  and  to  earn  incomes 
that  keep  pace  with  inflation. 

The  message  is  finally  hitting  home.  Ed- 
ucators, politicians,  and  parents  now  see 
that  sprucing  up  the  status  quo  isn't 
enough.  What's  needed  instead  is  a  thor- 
ough review:  What  should  kids  know.''  How 
do  they  learn.^  How  should  teaching 
change.'  How  should  schools  be  managed.-^ 


ened  form  and  get  worse. 

There's  evidence  that  choice  by  itself 
isn't  enough.  District  4  in  New  Vork  City's 
1  larlem  has  gone  from  last  to  second  in  city 
test  scores  since  it  started  offering  choices 
in  1974.  In  part,  some  experts  say,  that's 
because  the  schools  from  which  the  stu- 
dents can  choose  were  transformed  into 
academies  for  the  arts,  language,  science, 
and  so  on.  "Just  declaring  choice  is  a  cha- 
rade," says  Paul  T.  Hill,  senior  social  sci- 
entist at  Rand  Corp.  "You  need  a  strategy 


TO  THE  VIDEO  TAPE  Cutting-edge  tnethods  at  Thayer  J iinloiiSenlor  High  In  Winchester, 
N.H.,  have  cut  Its  dropout  rate  from  50%  to  5%  and  rolled  Its  share  of  college-hound  grads  ^ 


Dozens  of  school  systems  are  responding 
with  solutions  that  range  from  year-round 
study  to  better  testing.  It's  a  gradual  pro- 
cess, but  "we're  moving  in  the  right  direc- 
tion," says  Brown. 

CHOICE  PLUS.  The  right  direction  usuallv 
involves  more  than  one  change.  This  is 
clear  from  an  approach  called  school  choice, 
which  lets  students  flock  to  the  best 
sch(K;)ls,  thus  in  theory  forcing  inferior 
schools  to  improve  or  fail.  It's  too  soon  to 
know  if  the  theory  holds  ujt — or  if  as  crit- 
ics fear,  bad  schools  will  survive  in  weak- 


whereby  schools  become  distinctive." 
Trouble  is,  school  board  bureaucracies  and 
district-wide  rules  on  such  things  as  curri- 
culums  usually  homogenize  schools. 

'The  solution,  some  reformers  suggest,  is 
to  dismantle  the  power  structure.  Called 
"site-based  management,"  this  idea  means 
moving  decision-making  down  to  councils 
comprising  teachers,  principals,  parents, 
and  even  students.  About  two  dozen  school 
districts,  and  thousands  of  schools,  are  try- 
ing some  version  of  this.  In  Chicago,  school 
councils  are  dominated  by  parents,  who 
even  have  authority  to  hire  principals.  In 
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a  dental  plan  is  one  tiling. 

its  participating  dentists  is  sometliing  eLe. 


.  Kmi^Ii  tliere  are  man)'  dental  plans  hi  clnoose  from,  tine  dentists  aeti\'elv  luijer  contraet  uitli 

tliese  plans  are  few  and  lar  lietw  een.  i  I  Not  at  Delta  Dental.  Over  tn  o-tliirds  o(  all  praeticint; 

dentists  nationwide  are  luider  contract  wi  til  us.  TKat  means  tKat  even  tlioutili  your  employees 
are  free  to  clioose  any  dentists,  there's  an  excellent  cliance  tKat  tlieir  personal  dentists  are  in 
our  network,  d  Oiu'  participatint;  dentists  lielp  ensure  quality  care  at  affordable  prices  liy 
agreeiiit;  to  follow  procedures  relative  to  treatment  reviews  and  fee  limits.  1  liat's  wliv  tliev're  tlie 
cornerstone  of  l^elta  Dental'.-  unique  tliree-point  system  tliat  also  incoqiorates  extensive 
cost  management  features  and  plan  design  flexiliilitv.  EH  It's  a  program  onlv  Delta  Dental 
offers.  I  liat's  wliy  we  now  co\'er  more  tlian  22  million  people  in  28,t'00  ilroups  and  pav  more 
tlian  S2  Lillion  a  year  lor  dental  care,  lo  learn  more  aliout  liow  voiu'  tiroup  can  lienefit 
from  Delta  Dental,  call  I -8(X)-44  1  -  34 34  today.     ^  D©|t3  DGfltdl 

,'\merica's  Leader  in  Dental  Health  Plans 


SIEMENS 


1847  That  was  then. 


Werner  Siemens  opens  his  first  factory,  a  small  shop  to  manufacture  the  world' 
most  advanced  telegraph. 


©  Siemens  Corporalion  1992 


1992.  This  is  now. 


All  across  America,  more  than  60  Siemens  manufacturing  and  assembly  plants  are 
turning  out  an  astonishing  variety  of  high-tech  electronic  and  electrical  products  with 
quality  American  industry  can  count  on.  Over  15,000  Siemens  U.S.  employees  have 
manufacturing  jobs  in  these  plants,  and  are  helping  to  build  products  in  a  wide  range 
of  fields,  including  energy  communications,  automotive,  medical  and  automation 
technology  In  fact,  13%  of  Siemens'  $4.5  billion  annual  sales  are  derived  from 
exports  from  these  factories  to  the  rest  of  the  world.  Siemens.  Precision  Thinking. 


For  more  information,  write  for  Siemens  '92  Box  8003MG,  Trenton,  New  Jersey  08650. 


Automation       Automotive  Electronics       Electronic  Components       Energy       Information  Systems 
Lighting  Systems         Medical  Systems         Power  Generation         Telecommunications  Transportation 


T  H  E      H  U  M  A  N  EQUATION 


A  NEW 
SPIN  ON 
SCHOOL 
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140  Louisville  iirca  schools,  teachers  often 
play  the  leading  role. 

School-based  manaf^ement  can  lead  to 
bif^  sav  inf^s.  (^hica^o's  reform,  \  oted  in  by 
referendum  in  I'W),  has  cut  (S4()  jobs  from 
the  bureaucracy,  freeing  $40  million  for 
school  needs.  But  primarily,  schools  get 
more  freedom  to  experiment.  Sexeral 
Louisvilic-area  middle  schools  combine 
sixth,  seventh,  and  eighth  graders  in  cer- 
tain classes  to  encourage  peer  coaching: 
Older  students  learn  material  more 
thoroughly,  teachers  find,  when  they  tutor 
yoimger  ones,  and  yoimger  students  feel 
freer  to  ask  (|uestions.  MiHHHHHHMa 

Managing  by  com- 
mittee can  get  elab- 
orate. For  example, 
Fairdale  High  School, 
an  early  convert  to  site- 
based  management, 
has  a  24-member  steer- 
ing council,  which  in- 
cludes teachers,  par- 
ents, and  students. 
The  group  is  divided 
into  subcommittees 
that  oversee  curricu- 
lum, finances,  and 
staffing,  'it  involves  a 
certain  amount  of 
chaos,"  says  principal 
Marilynn  Ilohmann. 
"The  only  reason  for 
doing  it  is  greater  stu- 
dent achievement."  In 
the  past  decade,  in 
fact,  the  dropout  rate 
in.  the  Jefferson  C'oim- 
iv  school  district,  which 
liicludes  Louisville,  has 
s;ink  from  6.4%  to 
From  Vm  to 
^'-•^'i,  standardized  test 
■^:^"■■:s  for  first  and 


third  graders  rose  (S/t  annually  in  the  dis- 
trict's restructured  schools  vs.  3%  in  tradi- 
tional ones.  In  high  schools,  the  increases 
were  7%  and  4.6%,  respecti\  ely. 

SUMMER  SESSION.  Ref.  )rmers  are  targeting 
more  than  the  hierarchy.  (Siting  the  longer 
school  day  and  year  in  Europe  and  Asia, 
some  fiwor  extending  America's  180-day 
year — or  at  least  breaking  up  the  long  sum- 
mer vacation.  Adopted  when  the  U.  S.  was 
a  nation  of  farmers,  it  now  serves  little  eco- 
nomic need — and  does  academic  harm.  P^s- 
pecially  in  early  grades,  children  lose 


SOME  GOOD  WAYS  TO  RESTRUCTURE  SCHOOLS 


YEAR-ROUND  LEARNING 


irSome  1,600  elementary  and  middle-school  systems  around  the  U.S 
have  abandoned  the  traditional  three-month  break  in  favor  of 
staggered  vacations.  In  many  cases,  this  has  helped  raise  test  scores 


SITE-BASED  MANAGEMENT 


-kShift  major  decisions  on  curriculum,  staffing,  and  budget  away 
from  a  central  school  board  to  individual  schools  governed  by  a  coun- 
cil composed  of  principal,  teachers,  and  parents 


REAL-WORLD  SKILLS 


if  Create  an  upgraded  curriculum,  combining  academics  with  ap- 
prenticeships, for  the  507f  of  high  school  students  who  don  7  go  to  col- 
lege. Programs  are  being  launched  in  at  least  10  states 


FOCUS  ON  RESULTS 


ir Earning  a  high  school  diploma  would  mean  achieving  a  certain  lev 
el  of  skill  in  subjects  vs.  simply  completing  a  number  of  classes.  Con- 
necticut, Pennsylvania,  and  Vermont  are  considering  this  change 


NATIONAL  TESTING 


ir  Would  establish  national  assessment  exams,  administered  at  vari- 
ous grade  levels.  Instead  of  multiple-choice,  tests  would  involve  writ- 
ing essays,  doing  science  experiments,  and  solving  math  problems 


knowledge  over  the 
summer  and  need 
lengthy  reviews  in  the 
auaimn.  So,  1,665  of  the 
110,000  schools  in  the 
country  have  switched 
to  a  year  with  more  but 
shorter  vacations — w  ith 
impressive  results. 

Park  View  Elemen- 
tary in  Mooresville, 
N.  C,  is  typical.  Its  year- 
round  calendar  consists 
of  quarters  with  nine 
Vv'eeks  on  and  three 
weeks  off  A  fourth 
week  in  between  is  de- 
voted to  testing  and  ex- 
tra teaching  for  children 
who  need  it  "Instead  of 
waiting  all  year  to  get 
help,  they  get  immedi- 
ate prescriptions,"  says  Carol  Carroll,  who 
coordinates  district  year-round  schools. 
Since  Park  View  became  year-round  in 
IWO,  the  share  of  its  477  children  needing 
remedial  instruction  has  dropped  from  7% 
to  2%.  "I'he  kids  just  have  less  time  to  for- 
get," Carroll  adds.  That  often  translates 
into  higher  achievement.  The  San  Diego 
school  district  found  that  between  1984 
and  1990,  third-grade  math  scores  rose  10% 
in  the  25  elementary  and  middle  schools 
it  has  going  year-round — vs.  only  3%  in  its 
conventional  schools. 

Similar  results  have  shown  up  in  Flori- 
^■■■■■■■i^MH  (^^'^  Orange  County 
near  Orlando.  At  first, 
10  parents  filed  suit 
against  the  new  sched- 
ule of  three  cycles, 
each  with  60  days  on 
and  15  days  off  Now 
the  calendar  is  popular. 
Jody  Brown,  both  a 
parent  and  a  teacher, 
misses  the  year-round 
regime  since  her  trans- 
fer to  a  traditional 
school.  She  says  that 
Victoria,  10,  and  Emi- 
ly, 8,  loved  the  three- 
week  breaks,  her  stu- 
dents learned  more, 
and  she  was  more  pro- 
ductive. "Education 
should  not  be  for  just 
nine  months  a  year," 
she  concludes. 

Rearranging  the  cal- 
endar isn't  enough, 
however.  "You  have  to 
reform  teaching,"  de- 
clares (Charles  Balling- 
er,  executive  director 
of  the  National  Associ- 
ation for  Year- Round 
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Dur  reasons  to  buy  aTI  microLaser™  printer. 


lit  J 


1  1 

•  9 

Dw  there's  a  way  for  you  to  put  the 
;r  of  Microsoft*  Windows™  on 
r  —  microLaser  fk)m  Texas 
uments. 

signed  to  be  Windows-compatible, 
's  a  microLaser  just  right  for  your 
s,  whether  you  need  a  personal  or 
d  printer.  Here's  why:  ]Vj^U§CT 
)mpatibility  With  HP   *  *  *  *  i  2 
Jet*  emulation  and       *  *  *  ? 
5e*  PostScript*  software,  microLaser 
'  supports  your  demanding  applica- 
.  And  with  our  Microsoft  Windows 
r,  set  it  and  forget  ft  with  all  Windows 
cations. 

3t  only  does  PostScript  give  you  scalable 
le  fonts  and  graphics,  it  also  means 
our  microLaser  works  in  computing 


environments  like  Windows,  LXDS®, 
Apple*  MadntDsh*,OS/2*  and  UNIX* 

2.  Performance  postscript- 

When  it  comes  to  software  From  Adobe 

printing  high-Quality  documents  fast, 
microLaser  really  makes  you  look  good. 
At  either  nine  or  16  pages-per-minute, 
microLaser  printers  speed  you  throu^ 
documents  in  a  hurry.  Plus  PostScript 
means  what  you  see  on  your  screen  is 
what  you  get  on  paper.  You  can  even  tur- 
bocharge  your  microLaser  with  a  RISC 
processor  for  blazing  fast  graphics. 

3.  Reliability  When  you  buy  a 
printer,  you  want  it  to  print  And 
print  And  print  That  s  just  what 
the  microLaser  does. 


example.  With  its  high  duty  cycle  of 
10,0CO  pages-per-month*  ana  a  standard 
oneyear  limited  warranty*  *,  you  can  rely 
on  your  microLaser  to  work  the  first  time, 
every  time,  for  years. 

4.  Value  Starting  as  low  as  $999t,  there's 
a  microLaser  designed  to  fit  any  ngw 
budget  From  the  single  user  all 
the  way  up  to  a  network.  Con-  HTlifn 
sider  this,  ttx):  microLaser's  average  cost 
per  page  is  only  1.9  centst,  while  some 
laser  printers  average  around  3. 3  cents. 
The  microLaser  not  only  makes  sense,  it 
saves  you  money,  too. 

For  details  on  the  ri^t  microLaser  for 
you  and  the  name  of  the  nearest  dealer,  call 


ires 

microLaser  Plus 

microLaser  Plus 

microLaser 

microLaser  XL 

Basic 

PS17/PS35 

Turbo 

Turbo 

9  ppm 

9  ppm 

9  ppm 

16  ppm 

ation 

HP  LaserJet  II 

HPLJII/PostScript 

HPLJll/Pos6cnpt  II 

HPLJlI/PostScnptll 

;ssor 

68000 

68000 

RISC/8220 

RISC/8220 

s 

14  HP  Fonts 

17  or  35  Scalable 

35  Scalable 

35  Scalable 

'rice 

$999 

$1,399/$1,499 

$1,749 

$3,649 

Take  our  personal  microLaser  Plus  for       l-800'5 27''3 500» 

The  microUser  PSl  7  has  earned  die  19^0  PC  World  Best  Buy 
award.  microLaser  PS35  has  earned  the  I'-W  InfoWorhl  Excellent 
Value  award  and  4'/2  niice  from  MacUser,  October  1990. 

Texas 
Instruments 


)n  estimated  typical  usage,  "For  more  inturmaoon  t>n  service  upgrade opoons,  call  1 -80(^847-57 57  in  the  U  S,  and  1-800-268^314  in  Canada.  tSuggested  retail  pnce  —  dealer  pnces  may  vary.  tBased  on  suggested  retail  price 
Tuhles  and  approxunate  page  coverage  rating  fc>r  each  a:>nsumahle  at  4%  black  (toner,  developer  and  OPC).  microLaser  ls  a  trademark  of  Teras  Instruments  Incorporated.  Microsoft  and  DOS  are  legistered  tr^emarks,  and  Winckws 
mark  of  Microsoft  Corporation,  Adobe,  PostScnpt  and  the  PostScnpt  logo  are  registered  trademarks  of  Adobe  Systems  Incorporated  which  may  he  registered  in  certain  junsdicnons.  LaserJet  is  a  registered  trademark  of  Hewlett- 
Inc.  Apple  and  Maantosh  are  registered  trademarks  of  Apple  Computer,  Inc  OS/2  is  a  registered  trademark  of  Intemaoonal  Business  Machines  Corporation.  UNIX  is  a  registered  trademark  of  AT&t.T  ©1992  Tl  76343 
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Kdiication.  a  nonprofit  group.  Traditional 
iiistruction,  where  kids  shuffle  from  sub- 
ject to  subject,  is  preferred  by  90%  of 
teachers,  says  a  1990  report  of  the  Nation- 
al C]enter  for  Kducation  Statistics.  But 
young  minds  absorb  more  through  experi- 
ence. .So  innovative  schools  make  teachers 
"guides  on  the  side  rather  than  sages  on 
the  stage,"  says  David  Bennett,  president 
of  Kducation  Altematives  Inc.  (EAI),  a  com- 
pany that  is  managing  South  Pointe,  an  ele- 
mentary school  in  Florida's  Dade  County  . 

■South  Pointe  seems  chaotic  at  first.  Chil- 
dren in  every  grade  are  paired  around  com- 


Vhc  changes  in  teaching  methods  are 
accompanied  by  subtle  shifts  in  evaluating 
performance.  The  formula  is  changing  to 
measure  achievement  "by  what  skills  kids 
are  coming  out  with,  not  by  what  courses 
the  school's  putting  in,"  says  Christopher 
( Iross,  executive  director  for  the  education 
initiati\'e  of  the  Business  Roundtable.  In- 
stead of  recjuiring  classes  in  specific  sub- 
jects, some  states  are  moving  toward  tests 
of  expertise. 

Pennsylvania's  State  Board  of  Education, 
for  example,  is  considering  abolishing  its 
class  requirements  for  high  school  gradua- 


[Hitcrs  or  are  working  in  small  groups.  They 
aren't  graded  on  assignments,  but  after- 
ward discuss  their  performance  individual- 
ly with  teachers — and  set  goals  for  the  next 
project.  Test  scores  aren't  yet  available  for 
South  Pointe,  but  students  who  follow 
EAl's  methods  at  private  schools  score  a 
year  above  their  grade  le\  el. 

QUALITY  GOALS.  Group  learning  also  works 
with  older  students.  The  Los  Angeles  Uni- 
fied .School  District  has  established  five 
centers  to  train  junior  high  faculty  in  team 
teaching.  At  Northridge  Middle  .School  in 
the  San  f  ernando  Valley,  classes  are  divid- 
ed into  "pods"  of  four  to  five  students  who 
study  together.  "It's  an  advantage  for  c]ui- 
et  children,  who  only  have  to  respond  to  a 
few  other  kids,"  says  histf)ry  teacher  .Susie 
Shapiro.  And  pods  keep  individual  mem- 
bers in  line.  "  The  peer  pressure  works  bet- 
ter than  a  teacher's  discipline,"  Shapiro 
adds.  At  Foshay  Junior  High  in  .South  (Cen- 
tral Los  Angeles,  parents  say  the  group  ap- 
nroach  has  improved  behavior  at  home. 
Since  Foshay's  refocusing  three  years  ago, 
its  ranking  on  the  standardized  California 
!'csl  of  Basic  Skills  has  risen  from  the  16th 
•X'rreiitile  to  the  32nd,  and  its  dropout  rate 
i..-.  fallen  from  22%  to  ,S%  of  the  2,300- 
;  icmlitr  student  body. 


tion  in  favor  of  1 1  quality  goals,  in  areas  of 
expertise  that  range  from  ecology  to  hu- 
manities to  citizenship. 

I  his  year,  half  the  school  districts  in 
Maine  are  phasing  in  the  state's  Common 
Core  of  Learning,  which  measures  students 
by  their  proficiency  in  four  skill  areas.  Stu- 
dents might  demonstrate  the  ability  to  rea- 
son, for  example,  by  calculating  a  science 
experiment's  results  and  writing  an  Eng- 
lish literature  essay.  "Knowledge  is  not  an 
end  in  itself;  it's  the  skill  to  apply  that 
knowledge  that  counts,"  says  Heidi 
.McGinley,  (Common  Core  coordinator  in 
Maine's  Education  Dept. 

This  philosophy  leads  many  schools  to 
abandon  the  approach  of  4.S  minutes  per 
subject.  L.  .\."s  Foshay  Junior  High,  for  ex- 
ample, holds  two-hour  literacy  classes  de- 
voted to  reading  and  writing  English — im- 
portant ff)r  the  largely  Hispanic  student 
body.  Thayer  Junior/.Senior  High  School 
in  W  inchester,  N.  H.,  integrates  courses  in 
a  program  called  Spectrum,  designed  by 
students  and  teachers,  where  morning-long 
"theme  courses"  cut  across  subjects.  Kids 
might  read  Henr\'  Da\'id  I  horeau's  Uy/A 
or  1. iff  in  the  Wooih  (English),  visit  the 
real  W  alden  Pond  to  collect  fossils  (biolo- 
gy), and  \  ideotape  a  swamp  to  discuss  loca- 
tion of  a  new  town  dump  (social  studies). 


Over  the  past  decade,  this  and  other  inno- 
vations have  cut  'Fhayer's  dropout  rate  from 
50%  to  5%  and  raised  the  share  of  its  grad- 
uates who  enter  college  from  15%  to  60%. 

TECH  PREP.  Such  approaches  also  better  pre- 
pare the  50%  of  high  school  grads  who  go 
straight  to  work.  'Fraditionally,  LI  S.  schools 
have  given  all  students  the  same  general 
curriculum  as  if  all  had  the  same  future. 
Steering  students  into  vocational  tracks, 
common  in  Europe,  has  always  seemed  un- 
democratic. But  "everyone's  de  facto  track- 
ing, so  why  not  make  it  official  and  offer 
kids  more  choices.'^" 
says  Kathy  Christie,  re- 
search assistant  at  the 
Education  Commission 
of  the  States.  "The 
thing  is  to  make  clear 
that  the  vocational  track 
isn't  the  dummy  track." 

Na  least  10  states  hav  e 
new  school-to-work  pro- 
grams. By  1995,  Indi- 
ana and  Oregon  will 
phase  in  exams  that  de- 
termine whether  a  stu- 
dent should  follow  a 
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At  first, 
some  parents 
ill  Orange 
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Florida, 
ht  the 
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college-preparator\'  or  a 
technical-prep  path  dur- 
ing the  last  two  years  of 
high  school.  Maine  is 
launching  a  new  ap- 
prenticeship program: 
Students  spend  the  first 
half  of  their  junior  and  senior  years  in 
school,  the  second  half  working. 

Indiana  started  this  two  years  ago.  One 
program  in  Johnson  C^ounty  near  Indianap- 
olis has  25  apprentices  splitting  time  be- 
tween high  school,  a  vocational  school,  and 
jobs  at  local  electrf)nics  or  tool-and-die  com- 
panies. While  about  90%  of  vocational  stu- 
dents usually  get  entry-level  jobs,  "these 
apprentices,  after  a  four-year  program,  will 
Stan:  making  twice  as  much,"  says  Nick  Ba- 
nos,  area  vocational  director  at  Central 
Nine-Vocational  Technical  School  in 
Greenwood,  Ind. 

Schools  are  also  using  uniform  testing  to 
make  sure  students  meet  employers'  stan- 
dards. This  fall,  \\  isconsin  v\  ill  begin  phas- 
ing in  multiple-choice  exams  for  all  fourth, 
eighth,  and  tenth  graders.  Corporate  groups 
such  as  the  Business  Roundtable  suggest 
similar  exams  countrywide — benchmarks 
for  a  well-educated  citizen.  Whatever  the 
experiment,  one  lesson  seems  clear:  The 
L.  H.  has  learned  enough  in  the  past  few 
years  to  make  its  school  system  the  world's 
best.  What  remains  is  to  put  this  home- 
wf)rk  to  use. 

By  Troy  Segal  in  Nrui'  Yoii;  i"////  /Mchaiy 
Schiller  in  C.lti  cland,  Clona  I. an  in  Los  An- 
geles, Gail  IMkoige  in  Miami,  and  Dcwid 
Greising  in  Chicago 
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THE  DEEP  GROOVE  GOODYEAR  AQUATRED. 

IN  ITS  VERY  FIRST  YE.AR,  IT  HAS  ACHIEVED 
SOME  VERY  POPULAR  ACCLAIM. 


•  /  he  deep  aquachannel  evacuates  ivater,  which  gives  superior  ivet-iccdther  traction.  •  A  new  chemical  ingredient,  SIBR, 
contributes  to  wet-weather  grip.  •  Aquatred  is  made  and  designed  so  well,  it  comes  with  a  6(),()()0  mile  tread  warranty. 


It's  not  electronic.  It's 
not  mechanical. 

Yet,  Popular  Science 
awarded  it  the  "Best  of 
What's  New  Award!'  And 
Popular  Mechanics  awarded 
it  the  "1992  Design  and  Engineering  Award!' 

It's  a  tire.  The  Goodyear  Aquatred  all- 
season  radial.  Its  deep  groove  aquachannel 
helps  channel  water  away  as  you  drive.  For 


I  he  Aquatred 
"Contact  Patch"  the 
key  to  the  tire's 
performance. 


superior  stopping,  cornering  and  steering. 

Goodyeiir  Aqtiatred  is  designed  and  engi- 
neered to  he  the  best  wet-traction  tire  you 
have  ever  put  on  your  car. 

And  while  you  gain  so  much  in  the  wet, 
you  sacrifice  nothing  in  the  dry. 

The  deep  groove  Aquatred  all-season 
radial.  Only  from  Goodyear. 

Technology  makes  it  different.  Wet  trac- 
tion makes  it  superior. 


GOODpYEAR 

THE  BEST  TIRES  IN  THE  WORLD  HAVE  GOODYEAR  WRITTEN  ALL  OVER  THEM. 
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SOCIETY 


A  WAY  OUT 
OF  THE  MORASS 


YES,    SOME    SOLUTIONS    WORK.    BUT    CAN    WE    IMPLEMENT    THEM  BROADLY? 

OThc  problems  are 
starting  to  look  intract- 
able. The  government 
savs  that  199rs  poverty  rate 
hit  14.2%,  a  30-year  high.  Un- 
employment among  black 
men  is  double  that  for  whites. 
There's  an  explosion  in  births 
to  unmarried  girls.  More  teen- 
age ghetto  males  die  from 
gunshots  than  from  all  natu- 
ral causes  combined.  Emer- 
gency room  visits  for  drug 
overdoses  are  rising. 

Spurred  by  the  twin  de- 
mons of  economic  and  social 
decay,  the  damage  spreads  in 
ever-widening  circles.  As  de- 
cent-paying, low-skilled  jobs 
disappear  and  real  wages  fall, 
ghetto  kids  are  robbed  both 
of  necessities  and  of  any 
sense  of  the  value  of  work. 
Children  of  highly  stressed  or 
drug-addicted  parents  do 
poorly  in  school  or  drop  out, 
sabotaging  their  futures. 
Daughters  of  long-term  wel- 
fare mothers  line  up  for  the 
dole.  Another  lost  generation  starts  its 
downward  spiral,  saddling  America  with 
billions  in  costs  that  displace  investment 
and  damage  U.  S.  competitiveness. 

But  if  cost  is  the  issue,  how  can  America, 
with  its  jumbo  deficit,  afford  to  tlx  these 
problems.'  The  answer  lies  not  in  just 
spending  more  but  rather  in  redirecting  re- 
sources. Many  of  the  expensi\  e  policies  of 
recent  years — filling  prisons,  for  instance — 
have  produced  a  meager  return,  despite 
some  short-term  benefits.  More  promising 
programs,  by  contrast,  do  better,  sometimes 
at  no  higher  cost.  "Research  and  experi- 
ence explode  the  myth  that  nothing 
works,"  says  Lisbeth  B.  .Schorr,  director  of 
Harvard  University's  Project  on  Effective 
Scr\'ices  and  author  of  Wir/iin  Our  Retirh: 
i'-'mking  the  Cycle  oj  Disiidvantajie. 

The  strategies  that  work  share  a  coni- 
i       philosophy.  They  assume  that,  in 
M  cases,  what  seem  to  be  isolated  prob- 
^  .ire  really  interrelated.  "If  people  have 
vc  problem,  you  can't  deal  with  their 
-  --.nc^s  by  only  giving  them  training," 


TEARING  DOWN  WALLS  The  Family  Pm-me/y/iip  ill  Frederick, .  1/^.,  is  ci  sfcife-riirt:. 
one-stop  center  for  such  family  seivices  as  child  care.  Head  Start,  and  career  planning 


says  Mitchell  S.  Rosenthal,  president  of 
Phoenix  House,  a  private  agency  that  re- 
habilitates dmg  abusers.  The  most  success- 
ful programs  view  social  ills  as  interwoven, 
requiring  a  more  comprehensive  solution 
than  traditionally  has  been  tried. 

In  stressing  prevention  over  punishment, 
these  projects  resemble  some  Great  Society 
programs  of  the  196()s.  But  there's  one  cni- 
cial  difference.  In  contrast  to  the  govern- 
ment-as-savior  approach,  many  modem  pro- 
grams are  joint  public-private  ventures. 
Their  aim  is  not  only  to  rescue  but  to  em- 
power, to  make  the  disadvantaged  respon- 
sible for  their  kids,  their  neighborhoods, 
their  lives.  It's  an  up-by-your-bootstraps 
approach  for  a  financially  strapped  era. 

CRIME.  Few  approaches  to  social  ills  have 
proved  less  effective  than  the  assault  on 
\  iolent  crime.  The  198()s  solution  was  to 
build  more  prisons — $37  billion  worth — 
doubling  the  number  of  state  and  federal 
beds  to  625,(K)U.  But  that  "hasn't  worked," 
declares  Lynn  A.  Curtis,  president  of  the 


Milton  S.  Eisenhower  Foundation,  a  pri- 
vate group  that  has  taken  over  the  func- 
tions of  President  Johnson's  National  Com- 
mission on  the  Causes  &  Prevention  of 
Violence.  The  ranks  of  prisoners,  includ- 
ing those  in  local  jails,  rose  138%  in  the 
1980s,  to  747,000.  But  violent  crime  still 
rose  35%  . 

What  works  better.''  One  answer  can  be 
found  in  the  Bronx  in  New  York.  There, 
a  group  called  the  Argus  Cxjmmunity  pro- 
vides residential  and  day  programs  for  17- 
to  21-year-olds,  most  of  whom  have  been 
involved  with  dmg  dealing  and  other  crim- 
inal activity.  Without  help,  many  might 
land  in  prison  or  die  in  street  wars.  To 
avoid  that,  .Argus  has  its  kids  work  toward  a 
general  education  diploma  in  small  class- 
es where  relationships  with  teachers  are 
much  closer  than  in  big  high  schools. 
"Everyone  here  acts  like  a  family,"  says 
Alita  Bruce,  19,  who  quit  her  Harlem  high 
school  in  the  10th  grade.  Argus  counselors 
teach  punctuality^  and  good  attendance,  and 
try  to  boost  self-esteem.  College  grads  from 
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Staying 


Closer 


Wlien  BT  is  there  for 
your  global  communi- 
cations program,  you  have 
a  consulting  partner  wholl 
help  plan  your  network. . . 
customize  and  simplify... 
make  sure  everything 
plugs  in  where  it  should 
at  locations  worldwide. 
If  you  want,  we'll  manage 
it  end-to-end. 
But  we  know  that 
partnership  goes  beyond 
just  making  things  work. 
It  means  understanding 
your  business  strategies 
and  coiporate  culture. . . 
tailoring  solutions  to  meet 
your  challenges,  matching 
our  global  technology  to 
your  local  needs.  Helping 
you  go  further  with  your 

business,  and  stay 
closer  to  your  customers. 


Before  you  take  the  next 
step,  call  1-800-872-7654 
(US)  or  1-800-874-7654 


(Canada)  for  more 
information  and  our  Going 
Further  Staying  Closer 
brochure. 

Global  Network  Services 
ExpressLANE" 
Frame  Relay 
Videoconferencing 
EDI*Ner 
BT  Messaging  Services 
Electronic  Transaction 
Services 


©  British  Telecommunications  pic  1992  2025-205B 
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PROGRAMMED  FOR  SUCCESS  P/weJiix  House  riocsii  V  just  slop  at  rklox.  . \t  tin. 
drug  ahiisen  cotnputer  skills  as  part  of  a  hmad-scale  approach  lo  reliahilltalion  that  builds . 


Ccutcr,  It  also  teaches 
em  aud  self-control 


the  ncighhorhoocl,  the  eoiinselors  are  liv- 
ing proof  that  the  ghetto  can  be  overcome. 
"  That  makes  a  huge  difference,"  says  Ar- 
gus Executive  Director  Hlizabeth  L.  Stur/. 

Go\ernment-fimded  audits  required  by 
the  federal  Job  TrainiuK  Partnership  Act 
found  that  of  the  65  /Krgus  adolescents  who 
took  part  in  the  JTPA  program  last  year, 
100%  had  clean  criminal  records  through 
the  year,  and  (S7%  were  placed  in  training- 
related  jobs.  Argus,  fmanced  with  private, 
federal,  and  state  funds,  spends  $15,000  a 
person,  one-se\  enth  the  cost  of  a  new  pris- 
on bed. 

A  preventive  vs.  punitive  philosophy  also 
characterizes  a  positive  trend  in  police 
work.  Community  policing  "doesn't  sec 
crime  as  a  compartmental- 
ized problem  but  as  a  result 
of  manv  problems,"  says 
Chief  David  Mitchell  in 
Prince  CJeorges  (bounty, 
Md.  He  has  assigned  22  of- 
ficers as  troubleshooters  in 
a  few  key  neighborhoods. 
They  combat  drugs  not  just 
by  making  arrests,  but  by 
calling  crews  to  condemn 
dilapidated  buildings  or 
clean  up  garbage-strewn  ar- 
eas that  attract  dealers. 
They've  reduced  afternoon 
crime  by  working  with 
schools  to  keep  students  in 
class  and  by  getting  older 
neighbors  to  watch  latch- 
key kids,  who  are  on  their 
own  after  school. 

\s  a  result,  residents  are 
more  likely  to  work  with 
<  ops.  .Since  July,  1991,  vio- 
lent crime  has  dropped  by 


\5%  and  drug-related  calls  by  20%  in  com- 
munity policing  areas.  Mitchell,  who  plans 
to  expand  the  program  fivefold  by  1995, 
sees  one  more  benefit:  (Cleaning  up  and 
uniting  the  community  will  make  it  easi- 
er to  recruit  businesses — creating  jobs  for 
otherwise  trouble-prone  youth. 

DRUGS.  As  with  crime,  the  effort  to  stop 
drug  use  has  been  a  defensive  fight.  Wash- 
ington spjcnds  a  record  $12  billion  a  year 
in  the  daig  w  ars:  rvvo-thirds  for  law  enforce- 
ment to  choke  supply,  one-third  for  edu- 
cation and  treatment  to  combat  demand. 
The  emphasis  should  be  reversed,  argue 
experts  such  as  Dr.  Herbert  D.  Kleber, 
vice-president  of  (Columbia  University's 


THE  HIGH  COST  OF  DRUG  ABUSE 


//  costs  $3,000  to  $14,600,  depending  on  the  type  of  therapy,  to  get  a 
drug  abuser  to  stop.  But  that  pales  beside  the  potential  costs  of  do- 
ing nothing: 


AIDS 


CRACK 
BABIES 


PRISONS 


FOSTER 
KIDS 


if  Intravenous  drug  use  accounts  for  one-third  of  the  more 
than  I  million  people  who  are  now  HIV-positive.  Average 
long-term  cost  of  caring  for  a  person  with  AIDS:  $60,000 

•kMore  than  550,000  drug-exposed  babies  are  born  each 
year.  Median  daily  hospital  costs:  $5,500.  Total  cost  of 
care  for  each  year's  newborns  until  age  1:  $51  million 

if  Nearly  50%  of federal  inmates  and  70%  of  state  in- 
mates have  a  history  of  drug  abuse,  and  50%'  of  federal 
prisoners  are  serving  time  for  drug-related  crimes.  Aver- 
age yearly  cost  of  incarceration:  $16,946 

if  Drug  abuse  accounts  for  a  29%  increase  in  the  number 
of  children  placed  in  foster  care — from  2S0,O00  in  19H7  to 
360.000  in  19S9.  Annual  cost  of  care:  up  to  $36,000 

DATA.  HOUSE  SELEO  COMMITTEE  ON  NARCOTICS  ABUSE  S  CONTROL 


(Center  on  Addiction  &  Substance  Abuse. 
Although  overall  drug  use  in  the  U.S.  is 
down,  hard-core  use  is  rising:  F^mergenc\ 
room  overdose  cases  rose  12%  in  the  six 
months  ending  in  April,  \^f)\.  Prevention  is 
the  way  to  halt  that  trend,  Kleber  believes. 
But,  he  notes,  weaning  addicts  wins  fewer 
votes  than  prosecuting  drug  lords  does: 
"No  one  ever  lost  an  election  because  they 
didn't  vote  for  expanding  treatment." 

As  a  result,  adds  Kleber,  a  former  top  of- 
ficial at  the  National  Drug  Policy  Office, 
700,000  addicts  a  year  can't  get  treatment. 
Providing  it  would  cost  $1.2  billion  annual- 
ly, but  that  w.'ould  be  well  spent.  Each  dol- 
lar in  treatment  saves  $11.54  in  costs  such 
as  prisons  and  lost  productivity,  according 
to  the  National  Association 
of  State  Alcohol  &  Drug 
Abuse  Directors.  A  study 
financed  by  the  National 
Institute  on  Dnig  Abuse  of 
10,000  indi\  iduals  in  resi- 
dential, outpatient,  and 
methadone  programs  found 
that  these  methods  signifi- 
cantly reduced  heroin  and 
cocaine  use.  Up  to  five 
years  after  treatment,  fewer 
than  20%  of  the  clients 
w  ere  using  any  drug  except 
marijuana,  and  the  propor- 
tion of  clients  committing 
predatory  crimes  was  less 
than  one-half  of  pretreat- 
ment  levels. 

Disadvantaged  youths 
who  abuse  drugs  wreak  the 
most  sfK'ial  havcx',  so  there's 
a  big  payoff  in  helping 
them.  Phoenix  House's  Ro- 
senthal  savs  residential 


!0?.  BUSINESS  WEEK/REINVENTING  AMERICA  1992 


Impact  on 


productivity  shown  actual  size 


0.  That's  the  total  increase  in 
Drate  productivity  since  1980. 
)ntrast,  investment  in  infor- 
Dn  technology  over  the  same 
d  billowed  to  almost  50%  of 
al  spending. 

)w  for  the  good  news.  With 
lelp  of  Andersen  Consulting, 

inderscn  Consulting  All  rit;hts  reserved 


many  organizations  have  turned 
these  numbers  around. 

They're  the  ones  who  see  tech- 
nology as  but  one  component  of 
an  integrated  enterprise.  They're 
the  ones  whose  strategy  people 
and  processes  have  been  syn- 
chronized with  their  technology 


They're  the  ones  who  believe 
investment  in  technology  is  good. 
But  return  on  investment  is  better. 

Andersen 
Consulting 

ARTHUR  ANDERSEN  &  CO.,  S  C. 
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TYPE  OF  URE/PROCRAM 


triMtmciit  works  parricular- 
ly  vvL'll.  His  f^roup's  18- 
nidiuli  prot^ram  ofcounscl- 
inii.  education,  job  traininij;, 
and  recreation  helps  yoiitiis 
build  the  self-esteem  and 
self-control  they  need  to 
kick  drnfj;s,  finish  school, 
and  hold  jobs.  I'he  yearly 
cost  per  kid  is  $14,()(K)-pliis. 
But  Rosenthal  claims  the 
results  are  worth  it.  More 
than  9()7f  of  his  graduates 
have  remained  drn^-f'''-"^"- 
law-abidinji,  and  em- 
ployed— lip  to  se\  en  years 
after  lca\  in;j;. 

Other  proj;rams  also  are 
try  ing  to  lessen  drug  abuse  by  attackinj^ 
the  root  causes.  One,  funded  in  13  cities 
by  the  Robert  \\'ood  Johnson  Foundation, 
is  called  l-'i^hting  Back.  It  brings  toi^ether 
police,  schools,  business,  and  neighborhood 
leaders  to  help  cut  drug  demand.  Fighting 
Back's  fledgling  program  in  Newark,  N.  J., 
starts  with  recreational  acti\  ities  at  church- 
es anti  schools  to  keep  kids  occupied. 
Mothers  who  need  drug  treatment  get 
child-care  \ouchers.  The  foundation  has 
set  up  a  $1  million  fund  to  stimulate  eco- 
nomic development,  figuring  that  dnig  traf- 
fic rarely  flourishes  on  busy  streets.  And 
Fighting  Back  is  prodding  tenants  to  push 
courts  to  evict  drug  dealers  from  private 
housing.  "WeVe  trving  to  create  an  env  i- 
ronment  w  here  people  believe  thev  can 
save  their  neighborhoods,"  says  Irene  1,. 
James,  director  of  the  Newark  effort. 

TEEN  PREGNANQ.  Both  drugs  and  crime  are 
side  effects  of  pov  erty,  w  hich  is  worsened 
by  a  stunning  increase  in  births  to  immar- 
ried  teens.  In  I'W).  some  h7''.r  of  I  .  ,S.  teen 
births  were  to  single  mothers,  vs.  .>()%  in 
1^70.  Washington  spent       billion  in  IW) 


AN  OUNCE  OF  PREVENTION  IS  WORTH  A  POUND  OF  CARE 


FUTURE  SAVING  PER  SI  OF  INVESTMENT  NOV* 


IMMUNIZATION  AGAINST 
CHILDHOOD  DISEASES 

$10  in  future  medical  costs 

PRENATAL  CARE 
FOR  LOW-INCOME  WOMEN 

$3.38  in  health  care  in  baby's  first  year 

JOB  CORPS  TRAINING 
FOR  DISADVANTAGED  YOUTHS 

$1.4S  ill  crime,  drug  abuse,  and  welfare 
costs 

PRESCHOOL  EDUCATION 

$4.75  in  special  education,  public  assis- 
tance, and  crime 

EMPLOYMENT  TRAINING 
FOR  WELFARE  MOTHERS 

$3  in  welfare  costs 

DATA:  COMMITTEE  FOR  ECONOMIC  DEVELOPMENT, 
U  S  SENATE,  MANPOWER  DEMONSTRATION  RESEARCH  CORP ,  BVJ 

on  families  begun  by  teen  parents.  I'his 
paid  for  benefits  such  as  welfare,  food 
stamps,  and  nutrition  programs. 

Some  experts  attribute  this  escalating 
problem  to  the  declining  economic  forrunes 
of  young  men:  If  fathers  can't  support  a 
family,  mothers  see  little  need  to  marrv'. 
Others  believe  that  the  culture — changing 
V  iews  on  sex,  divorce,  and  parenthood — is 
partly  to  blame.  In  any  case,  most  experts 
agree  that  the  teens  most  likely  to  get  preg- 
nant have  low  self-esteem  and  no  realistic 
goals. 

.Several  projects  are  starting  to  remedy 
this.  In  New  York,  a  pregnancy  prevention 
program  for  12-  to  17-year-olds  run  by  a 
nonprofit  group  called  Girls  Inc.  teaches 
younger  teens  to  become  more  assertive 
and  helps  older  ones  develop  career  plans. 
W  ith  greater  skills  and  a  sense  of  self-con- 
fidence, participants  are  half  as  likely  to  in- 
itiate sexual  activ  ity  ,  according  to  a  Girls 
Inc.  studv  that  ran  from  I'W.S  to  1987. 

WELFARE.  I  hose  positive  results  have  im- 
portant economic  implications,  since  un- 
married teen  mothers  are  swelling  the  v\  el- 


fare  rolls.  While  many  use  | 
welfare  for  a  short  time, 
some  25% — most  of  them 
high  school  dropouts — de- 
pend on  it  for  more  than  1  ( ) 
years,  says  Harvard  public 
policy  professor  David  1. 
Rllvvood.  How  to  help  this 
group  shake  free  has  been 
the  focus  of  years  of  de- 
bate. In  1988,  Congress 
passed  the  Family  Support 
Act,  which  gave  states  the 
power — and  matching 
funds — to  set  up  job-train- 
ing and  placement  pro- 
grams for  welfare  recipients. 
But  this  "worktare"  initia- 
tive has  been  disappointing:  Many  finan- 
cially strapped  states  haven't  come  up  with 
their  share  for  matching  grants.  Only  53% 
of  the  available  $1  billion  in  federal  funds 
has  been  used.  And  only  500,000  of  the  4.8 
million  welfare  recipients  nationwide  are 
in  FSA  programs  now. 

Beyond  that,  such  tinkering  with  the 
welfare  system  doesn't  address  a  big  prob- 
lem: For  too  many  low-skilled  women,  wel- 
fare and  its  accompanying  benefits — subsi- 
dized child  care  and  medicaid — pay  more 
than  any  job  they  can  get.  One  proposed 
solution  is  to  abolish  welfare,  replacing  it 
with  a  "family  security  program,"  as  Har- 
vard sociologist  I  heda  R.  Skocpol  calls  it. 
Her  idea,  still  embryonic,  is  to  fold  cash 
supports  for  the  poor  into  a  universal  so- 
cial insurance  that  gives  every  family  af- 
fordable health  and  child  care.  She  would 
also  replace  the  current  tax  deduction  for 
dependents  with  a  refundable  tax  credit. 
'Fhis  would  give  families  that  earn  too  little 
to  owe  any  tax  a  cash  payment. 

So  that  the  entire  burden  wouldn't  fall 
on  government,  Skocpol  adds,  such  a  pro- 
gram would  beef  up  efforts  to  find  absent 
fathers.  Those  who  are 
unemployed  would  get 
job  training  and  place- 
ment. 'I  hose  who  work 
would  have  to  pay  child 
support.  The  plan 
would  also  make  up  the 
difference  between 
what  a  father  could  af- 
ford and  a  minimum 
federal  standard.  An  un- 
likely team — liberal 
Fhomas  J.  Downey  (D- 
N.  Y.)  and  conservative 
Henry  J.  Hyde  (R- 
III.) — have  authored  a 
bill  U)  set  up  such  a  sys- 
tem, though  its  chances 
of  passage  aren't  clear. 
By  putting  more  of  the 
onus  on  fathers,  they 
say,  the  plan  could  re- 
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3>  If  Windows  makes  computing  easier,  what's  left  for  a  Windows  word  processor  to  do?  As  more  than  a 
lilUon  WordPerfect  for  Windows  users  can  tell  you,  quite  a  lot.  Beyond  powerful  basic  features  like 
le  Ruler  and  the  Button  Ban"  WordPerfect  gives  you  special  options  like  "drag  and  drop"  text  handling  and 
)om  editing.  Plus  sophisticated  macros  for  inserting  bullets  and  printing  envelopes  complete  with  Postal  bar 
)des.         In  other  words,  WordPerfect  does  for  Windows  what  it  did  for  DOS.  ^   It  makes  the  most  of  it. 


FOR  INFORMATION  CALL  1-800-5  2  6-514  7 
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(lin  e  the  nunihcr  of  out-of-wedlock  preg- 
nancies. 

Some  40  states  have  tried  to  discourage 
welfare  dependency  by  freezing  or  restrict- 
ing payments.  But  pimitixe  plans  aren't 
ideal  for  instilling  responsibility.  So,  Sena- 
tor David  l>.  Boren  (D-Okla.)  has  intro- 
duced a  bill  that  would  re(|uire  recipients, 
except  for  those  with  yoimg  children,  to 
work — and  woidd  set  up  a  (Community 
Works  Project  Administration  to  provide 
jobs.  Such  a  program  would  likely  be  better 
than  current  workfare,  which  only  recjuires 
recipients  to  sign  up  for  training  or  place- 
ment. A  Boren  aide  says  the  cost  of  the 
new  proposal  would  exceed  Washington's 
projected  welfare  tab  over  the  next  five 
years  by  $S  billion,  or  Still,  mandato- 
ry work  might  cut  down  on  single  moth- 
erhood and  give  welfare  children  better 


role  models — first  steps  toward  snapping 
the  cycle  of  welfare  dependency. 

FAMILY  SERVICES.  If  a  comprehensive  ap- 
proach is  to  work,  Washington  has  to  over- 
haul the  way  it  delivers  services.  A  family 
that  needs  prenatal  care,  nutrition.  Head 
Start,  counseling,  housing,  and  job  training 
faces  a  formidable  array  of  programs,  each 
w  ith  its  own  rules.  "A  family  could  be  go- 
ing to  18  agencies,"  says  Marion  W'.  I'ines, 
a  senior  policy  fellow  at  Johns  Hopkins 
University. 

Some  states  are  stiirting  to  coordinate  ser- 
N'ices.  Family  I^irtnership  in  Frederick, 
Md.,  is  a  one-stop  center  for  family 
serv  ices  such  as  literacy  education,  train- 
ing, career  planning.  Head  Start,  and  child 
care.  "  Fhey  give  me  help  on  parenting  is- 
sues and  emotional  support,  and  have  put 


me  in  touch  with  financial  support,"  says 
Karen  Spain,  .^7,  a  divorced  mother  of  two. 
Even  better,  Washington  could  create  a  na- 
tional youth  coordinator — sort  of  a  pover- 
ty czar — to  evaluate  programs,  publicize  ef- 
fective ones,  and  streamline  the  way 
agencies  cooperate. 

,  After  years  of  trial-and-error,  experts  have 
learned  a  great  deal  about  what  does  and 
does  not  alleviate  social  problems.  What  is 
needed  now  is  to  replicate  on  a  broad  scale 
the  programs  with  proven  records.  Politi- 
cally, of  course,  it's  still  more  appealing  to 
crack  down  on  drug  kingpins  and  welfare 
queens  and  battle  crime  in  the  streets.  But 
in  the  long  run,  prevention  is  a  far  better 
alternative  than  li\  ing  with  an  unworkable 
status  quo. 

Sman  B.  Garbnti,  with 
Christina  Del  Valk  in  Washinffon 


HEALTH  CARE: 
A  MIDDLE  WAY 


©"Spending  more  and  getting  less."  T  hat  cry  sums  up 
the  U.  S.  health-care  crisis.  It  comes  from  employers, 
who  are  watching  insurance  premiums  soar,  and  from 
employees,  who  see  their  benefits  dwindling.  Fhe  country's 
medical  costs  arc  at  an  all-time  high:  I'he  1991  tab  was  $738 
billion,  or  12%  of  gross  domestic  product.  Yet  more  Ameri- 
cans than  ever — 33  million — lack  health  coverage. 

Remedies  are  being  proposed  thick  and  fast.  Experts  at  one 
extreme  advocate  a  largely  free-market  system,  with  govern- 
ment vouchers  to  help  the  poor  buy 
coverage.  At  the  other  are  those  who  fa- 
vor a  nationalized  approach,  like 
(Canada's.  But  the  most  promising  solu- 
tion—endorsed by  BL'SINKSS  WEKK  last 
year — is  a  middle  option.  Called  man- 
aged competition,  it  would  provide  uni- 
versal coverage,  yet  give  purchasers  the 
power  to  hold  costs  in  check.  And  it 
would  continue  to  rely  on  the  current  sys- 
tem of  employer-pro\  ided  health  cover- 
age and  private  doctors  and  hospitals. 


THE  HEALTH-CARE  COST  SQUEEZE 

800 


PRICE  WAR.  I  nder  managed  competition, 
all  companies  would  be  reciuired  to  offer 


health  benefits.  Fhose  with  more  than 
100  employees  could  negotiate  directly 
with  health  plans,  as  most  do  now.  Or  they  might  throw  in 
with  small  companies — of  few  er  than  UK)  workers — that 
would  be  levied  a  special  payroll  tax.  Fhis  tax  would  fund  the 
purchase  of  health  coverage  through  new,  nonprofit  agencies 
called  regional  health-care  purchasing  corporations  (HCPCs). 
riiese  groups,  set  up  by  states  and  municipalities,  would 
shop  for  coverage  among  perhaps  a  dozen  regional  medical 
!v.:iworks.  HCPCs  would  also  serve  as  brokers  for  the  self-em- 
'>ioycu,  the  unemployed,  and  the  poor,  with  Washington  sub- 
i^/.ing  the  cost  for  individuals  below  a  certain  income. 
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A  BILLIONS  OF  DOLLARS  EST 
DATA  HEALTH  CARE  FINANCING  ADMINISTRATION 


This  system  would  end  health  insurance  as  it  exists.  The 
HCPCs  would  have  the  power  to  drive  hard  bargains  with 
health  networks.  There  would  be  "a  war  to  see  who  can  offer 
the  best  quality  care  at  the  cheapest  price,"  says  Representa- 
tive Jim  Cooper  (D-'Fenn.).  He  has  helped  craft  a  managed 
competition  bill  backed  by  conserv  ative  House  Democrats. 

The  health-care  market  doesn't  work  that  way  now. 
Fhere's  a  surplus  of  doctors  in  some  specialties,  and  of  hospi- 
tals in  some  areas,  but  fees  and  rates  keep  rising  because 
there's  little  real  competition.  Beyond  that,  expensive  new 
treatments  and  testing  procedures  quickly  become  common, 
and  patients  find  it  all  but  impossible  to  tell  when  a  test  is 
unnecessary.  In  fact,  doctors  have  enormous  discretion  in  de- 
ciding what  type  of  care  to  use,  and  the  threat  of  malpractice 
suits  gives  them  an  incentive  to  overtest  and  o\  ertreat.  They 
can  do  this  because,  in  most  cases,  health  insurance  pays  any- 
way. The  result  is  the  spiral  in  national  health  expenditures, 
which  hav  e  nearly  tripled  in  a  decade. 

In  theory,  at  least,  managed  competi- 
tion would  change  all  this.  The  medical 
networks  from  which  HCPCs  and  self-in- 
sured corporations  bought  services  would 
resemble  today's  health  maintenance  or- 
ganizations (HMOs)  and  provide  a  range 
of  care  for  a  set  fee  per  patient.  The  ceil- 
ing set  by  that  fee,  plus  the  desire  to  win 
HCPC  business,  would  force  medical  net- 
works to  hold  down  charges. 

Where's  the  incentive  to  provide  good 
care.''  Networks  would  have  to  meet  rig- 
orous federal  standards  for  choosing  and 
monitoring  doctors  and  hospitals.  Each 
patient  would  have  a  family  practitioner, 
who  would  call  in  specialists  as  needed 
and  would  direct  routine  treatment — giving  checkups  and 
shots,  for  instance.  Fhe  networks  would  constantly  have  to 
improve  their  system's  quality — or  risk  losing  their  federal 
certification. 

llie  managed  competition  plan  does  have  drawbacks.  The 
health  networks — and  their  quality  guidelines — could  take 
years  to  develop.  Patients  would  giv  e  up  some  freedom  to 
choose  doctors,  as  they  have  in  HMOs.  But  reform  isn't  going 
to  be  painless.  If  it  were,  it  would  have  occurred  long  ago. 

By  Susan  B.  Garland  in  Washington 
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NEW  WORLD  ORDERS: 
KEEPING  'EM  COMING 

From  specialty'  squid  to 
nuclear  cleanup,  U.S.  com- 
panies are  exporting  more 
goods  and  services  around 
the  globe.  Huge  new  mar- 
kets have  opened  up.  But 
unless  the  federal  govern- 
ment puts  coherence  and 
muscle  into  trade  policy, 
an  enormous  opportunity 
could  be  squandered 


World 


122 

MILK  FOR  MEXICO: 
A  FREE-TRADE  TALE 

Dean  Foods  of  Chicago  is  thirsting  for 
profits  from  the  barely  tapped  Mexican 
dairv'  market.  Seeking  a  joint  venture,  it 
plans  to  whip  up  a  milk-distribution  net- 
work that  could  deliver  rich  foreign  sales 
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J^ING  TO  THE  WORLD 


LOOKING 
ABROAD 

Communism  is  dead,  and 
new  markets  are  opening 
up.  No  wonder  the 
world's  well-worn  trade 
routes  are  changing.  Ex- 
ports have  been  one  of 
America's  few  economic 
hot  spots.  Will  that  last.^^ 
Not  without  a  bold  new 
^trategy  mobilizing  busi- 
£ss  and  government 


BALTIMORE 
IIDEL 
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TRADE 


GRABBING  NEW 
WORLD  ORDERS 

AS   BARRIERS    FALL,    OPPORTUNITIES  RISE 


OHarrv'  E.  Sloan  figures  they  don't 
watch  enough  television  in  Swe- 
den. Some  TV  channels  go  to 
black  at  midday,  and  the  fare  at  night  is  so 
dull  that  sets  are  turned  on  for  fewer  than 
three  hours  a  day,  compared  with  seven 
hours  in  the  U.  S.  Advertisers  don't  bother 
much  with  T\\  putting  more  than  WVr  of 
their  $4  billion  in  annual  spending  into 
print  ads. 

Sloan,  a  fomier  Hollywood 
B-mo\  ie  producer,  hopes  to 
change  all  that.  His  Scando 
IV,  a  three-station  network 
in  which  Sloan  and  a  1 1.  S. 
investor  group  ha\e  pur- 
chased a  controlling  interest, 
will  be  showing  Murphy 
Brown,  Bmrly  Hills  902 h\ 
and  old  Star  Trek  rerims  in 
Denmark,  Norway,  and 
Sweden.  American  'V\'  "has 
worked  everywhere  it's 
gone,"  Sloan  says. 

Sloan  knows  what  more 
and  more  American  execu- 
tives are  coming  to  imder- 
stand:  In  the  global  econo- 
my, they  can  sell  pretty  much  anything, 
just  about  anwhcrc.  From  Captain  Kirk 
to  razor  blades  to  fiber-optic  cable,  Ameri- 
can products  are  showing  up  in  markets 
that  were  out  of  reach  not  long  ago. 

CHEAPER  PLUNGE.  1  he  explosive  changes 
of  the  past  five  years  have  redrawn  the 
world's  well-worn  trade  routes,  (citizens  of 
Budapest,  Prague,  and  Warsaw  are  now  eat- 
ing I  ncle  Ben's  rice  and  chew  ing  Wrigley's 
gum.  Latin  America's  basket-ease  econo- 
mics of  the  198()s  are  coming  alive,  soak- 
ing up  John  Deere  tractors  and  Motorola 
cellular  phones  as  they  rebuild  their 
strength.  And  feverish  growth  in  Asia  is 
turning  its  hard-working  populations  from 
last  producers  to  free-spending  consumers. 
1  low  big  an  opportunity  is  this.'^  Well,  one 
h'n  new  car  in  Taiwan  is  (Jeneral  Motors 
'  .orp.'s  Saturn,  made  in  Tennessee. 

irncrs  are  falling  even  among  Ameri- 
:  ;''s  oid-!ine  trading  partners.  Kurope  is  de- 


Unless  the  U.S. 
puts  muscle 
and  coherence 
into  its  trade 
policy,  it  may 
squander  what 
is  perhaps  its 
greatest  growth 
opportunity 


regulating  as  it  lurches  toward  a  single  mar- 
ket, opening  up  fat  government  contracts  to 
the  likes  of  the  Baby  Ik'lls,  American  com- 
puter makers,  and  I'.  S.  airlines.  The  free- 
trade  deal  simmering  in  North  America  is 
bringing  I '.  .S.  companies  into  a  tighter  em- 
brace with  their  neighbors  north  and  south. 
,\nd  the  dollar,  low  against  the  currencies  of 
major  trading  partners,  is  giving  exporters  a 
powerful  advantage. 

F^ven  for  small-fn.'  compa- 
nies that  may  have  recoiled 
from  shipping  across  state 
lines,  the  low  dollar — plus  a 
revolution  in  telecommuni- 
cations— is  making  export- 
ing possible.  Faxes,  (SOO 
numbers,  and  overnight  de- 
livery are  shaving  the  once- 
formidable  costs  of  plunging 
into  foreign  markets. 


'UNDERACHIEVER/  Never  be 
fore  has  the  urge  to  sell  to 
the  world  been  so  important. 
Exports  have  been  one  of 
the  few  bright  spots  in 
America's  overall  economic 
picture,  accounting  for  2.2%  of  growth  in 
a  sluggish  economy  that  would  have  oth- 
erwise declined  0.4%  since  1988.  Indeed, 
foreign  sales  offer  the  best  hope  for  vigor- 
ous grow  th  in  the  years  ahead.  But  there 
are  dis(|uieting  trends.  After  U.  S.  exports 
racked  up  a  hefty  average  of  9%  growth 
yearly  between  198,S  and  1991,  the  rate  of 
export  grow  th  is  slowing. 

Clan  v\e  get  exports  moving  again.''  Yes, 
but  not  without  a  concerted  effort.  For  all 
the  gains  from  Hungary  to  Thailand  (map), 
the  U.  S.  is  "the  world's  biggest  export  un- 
dcrachiever,"  says  William  E.  Nothdurft, 
a  Washington  trade  consultant.  Only  7.4% 
of  the  11.  S.  economy,  compared  with  an 
av  erage  of  19%  among  major  trading  part- 
ners, derives  from  exports,  in  large  part  be- 
cause the  U.  S.  has  no  coherent  strategy  for 
promoting  trade. 

Policymakers  have,  imtil  recently,  been 
so  obsessed  with  America's  militan,'  might 
that  the  need  for  an  economic  game  plan 


MEXICO 
$33.3  61% 

COLOMBIA 
$2.0  18% 


URUGUAY 

$0.2  120% 

i                     f  ^ 

ARGENTINA 

$2.0  96% 

CHILE 
S1.8  64 
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S.  EXPORTS  ARE  REACHING  NEW  CORNERS  OF  THE  GLOBE 

i-line  trading  partners  such  as  Europe  and  Canada  are  buying  more.  But  the 
gest  gains  are  coining  from  surprising  places 
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lias  i)ccn  iicj;lcc'tcd.  The 
(Iclciisc  hiiikkip  pushed 
ot't  the  radar  serecn  such 
issues  as  export  finane- 
\ng,  trade  promotion, 
and  reciprocity  with  Ja- 
pan. 

Iwen  as  the  world  has 
embraced  the  market 
system,  Washini^ton  has 
not  taken  the  steps  to 
promote  II.  S.  trade  that 
would  be  standard  in 
places  such  as  Japan  and 
Germany,  where  banks, 
universities,  and  regional 
governments  all  get  into 
the  act.  In  the  U.  S., 
such  coordination  is  epi- 
sodic, at  best,  and  usual- 
ly initiated  at  the  grass 
roots. 

LOOKING  SHARP,  l  o  take 
advantage  of  the  new 
world  order,  the  V.  S. 
must  do  nothing  less 
than  make  trade  a  na- 
tional priority.  Small 
companies — from  those 
in  waste  treatment  to  bi- 
otech  drugs — need  to 
jimip  into  the  fray,  sell- 
ing abroad  as  never  be- 
fore. They  will  need  a 
coordinated  push  from 
institutions,  including 
government  agencies 
and  commercial  banks. 

The  new  hot  spots 
aroinid  the  globe  will 
keep  big  companies'  exports  growing,  too. 
As  they  battle  Kuropean  and  Japanese 
competitors  for  the  new  turf,  they  will  also 
need  aggressi\  e  defenders  among  W  ash- 
ington's trade  negcjtiators.  And  in  Ameri- 
ca's strong  service  sector,  which  now  ac- 
counts for  .S3%  of  our  economy  but  only 
29%  of  exports,  there's  enormous  export 
potential.  Some  of  the  best  insurance, 
banking,  airlines,  and  engineering  are  in 
the  IL  S.  While  ser\  ices  are  the  last  bas- 
tion of  protectionism  abroad,  there  is  some 
momentum  to  deregulate. 

NUKE  JOINTS.  Of  course,  no  company,  big  or 
small,  exports  for  the  national  weal,  but 
rather  for  its  own  gain.  And  America  has 
exporting  giant.s  that  need  little  hand-hold- 
ing. Take  f  iillctte  Co.,  which  gets  70%  of 
its  $4.7  billion  in  sales  from  abroad.  I  he 
i^oston-based  blade  maker  is  constantly 
sc(  tiring  the  globe  for  new  markets.  It  re- 
■■■.  ntly  scored  big  in  India,  where  foreign 
■■•vestment  curbs  have  been  loosened.  Gil- 
'■  .  grabbed  the  country's  No.  2  razor- 
■ii  I'J.  iiuiker  and  plans  to  use  it  as  a  base  to 


GIVE  ME  RERUNS  American  euTirpreneur  Harry  Sloan  fibres  that  old  Mtirphy  Bivwn  shows 
will  nab  a  huge  Scandinavian  audience  for  his  thm-station  TV  network 


sell  its  line  of  products,  from  double-edged 
blades  to  ()ral-B  toothbrushes.  It's  also 
planning  to  begin  blade  production  in  No- 
vember in  St.  Petersburg,  Russia.  "Lhitil 
recently,  the  really  big  markets  haven't 
been  open  to  us,"  says  CEO  Alfred  M.  Zei- 
en.  The  newly  opened  areas  of  the  world 
represent  "the  largest  single  growth  area 
for  Gillette,"  he  adds. 

I'Or  Boeing,  the  nation's  largest  exponer, 
overseas  sales  have  kept  it  from  crash-land- 
ing. Last  year,  when  LI.  S.  airline  orders 
dried  up,  about  80%  of  ik)eing's  orders 
came  from  foreign  airlines.  That's  likely  to 
continue,  since  air  traffic  overseas  is  grow  - 
ing three  times  as  fast  as  in  the  1 1.  S.  Over 
the  next  20  years,  fully  one-third  of  Boe- 
ing's business  will  come  from  the  fast-grow- 
ing Asia-Pacific  region  akine. 

Kven  a  battered  company  such  as  fiM  is 
fighting  its  way  into  new  foreign  markets. 
It's  making  a  small  splash  throughout  Asia, 
where  cars  sell  briskly  and  the  American 
nameplate  is  a  welcome  change  from 
Japan's  dominant  presence,  especially  in 
Taiwan  and  (^hina.  GM's  plan  is  to  set  up 


assemblv  plants  in  Indonesia,  Malaysia,  and 
Thailand  that  will  draw  a  steady  stream  of 
components  from  the  II.  S. 

It's  a  new  world  out  there,  and  huge  new 
markets  are  appearing,  llirough  three  years 
of  doldrums  in  the  U.  S.,  large  and  small 
companies  alike  rushed  to  the  newly 
opened  markets  in  Mexico.  Giant  Cater- 
piller  shipped  graders  and  backhoes  for 
highway  projects,  while  Blue  Bell  Ice 
( Iream  popped  up  in  Mexico's  malls.  And 
even  now,  while  Mexico's  economy  flat- 
tens out  and  investors  fret  over  congres- 
sional approval  of  the  North  American  Free 
Trade  Agreement  (N.AFT.A),  Mexico  con- 
tinues to  gobble  up  U.  S.  imports. 

I'he  trend  won't  stop  there.  Even  if 
NAFTA  falters  or  gets  rewritten  by  a  new 
Administration,  companies  on  both  sides 
of  the  border  are  busy  stitching  together  a 
North  American  economic  union.  H.  S. 
companies  recognize  that  Mexico,  with  its 
booming  population,  promises  the  most 
grow  th  in  the  region  for  the  next  decade. 
And  Mexico's  neighbors  to  the  south  are 
lining  up  for  trade  deals  of  their  own.  Even 
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mfconducfors  •  Integrated  Circuits  •  Memories  •  COMPONENTS  ^Embedded  Controllers 

■  COULDNff  BE  MORE  PLEASED  TO  ^  "r^^JS'le 
mm  TECHNOLOGY  IN  JAPANESE  HANDS.  tSr^^if^Id 

popular  in  Japan.  Along  with  our  pogers,  senniconducfors  and  trunked  radio  systems,  our  cellulor  phones  hove 
8  quite  0  nanne  for  Motorola  in  o  country  known  for  excellence  in  electronic.  That's  because  we've  mode  perfection 
iltimate  gool.  And  we  won't  stop  there.  As  we  continue  to  improve  our  processes,  our  objective  will  always  be  to 
er  higher  performonce  products  foster-ond  price  them  better,  too.  At  Motorola,  we're  not  just  meeting  the  toughest 
ty  standords  in  the  world  todoy  we're  striving  to  set  them. 


/A)  MOTOROLA 


QuolHy  Means  The  VADrid  To  Us' 


and  Motorola  ore  registened  trodemorks  of  Motorolo,  Inc.  ©  1992  Moforblo,  Inc.- 


THE  WORLD 


,is  |V)iuical  tiicstdi'ins  erupt  ;ii()iincl 
tlicin,  lidm  a  l)()tciiccl  coup  in  \  cn- 
c/.ufla  to  a  President's  impcacli- 
ment  in  lira/il,  Latins  look  nortli- 
wartl  for  a  partner.  I'liat  spells  a 
lontiniied  flow  of  I '.  S.  j^^oods. 

I,atin  .Americans  also  share  in  the 
derefj;iilation  te\er  that's  sweepinL;, 
the  filobe,  as  !j,o\ernnients  open  up 
lonf^-coddled  state  monopolies  and 
put  the  operation  of  telephone  s\s- 
tems,  transportation,  anil  financial 
markets  into  pri\  ate  hands.  Almost 
7, ()()()  state-owned  enterprises  in 
more  than  70  countries  ha\e  been 
priv  atized  since  the  eady  l^SOs,  ac- 
cordinii,  to  the  W'orkI  Bank.  Ami 
Americans  are  cashin"  in. 


KNITTING  NETWORKS.  I  he  old 

World  aboiiiuls  in  new  opportuni- 
ties. I  he  seven  Bain  Bell  re^ioiiLii 
operanni;  companies,  usualK  in 
partnership  with  local  companies, 
now  run  mobile  phone  networks  in  more 
than  20  countries.  I '.  S.  West's  cellular  sys- 
tem in  I  lunuiaiy  has  alreatly  become  a  sta- 
ple in  its  seconci  \ear  in  business,  rinL;in,n 
up  ]^)^>1  revenues  of  about  $60  million. 
And  American  I'ele-  ^^mhhm^hi 
phone  Telenraiih  (lo. 
IS  rollini;  out  a  1 7-c{)iin- 
tr\  data  network  across 
kun ipe  in  a  bid  to  cap- 
ture a  piece  of  the 
boommjj;  $4  billion 
cross-border  corporate 
data  business. 

I'Aen  tin\,  tlve-\ear- 
old  Ra\  net  ( iorp.  in 
\Ienlo  '  Park,  ( lalik, 
broke  through  a  tmit^h 
barrier.  It  won  a  $100 
million  contract  from 
Deutsche  l^iiiKlespost 
I  elekom,  the  (ierman 
telephone  monopoly,  to 
supply  4cS..S0()  (ierman 
households  w  ith  fiber- 
o[itic  cable. 

Dallas-based  \ation- 
al  Presort  Inc.  is  ij,ettinij, 
in  on  the  liberali/ation 
of  L^ovcrnmenr  |)ro(.ure- 
ment.  The  companv  re- 
centK  snaiL^iied  a  three- 
\ear,  $.>()  million 
lontract  to  supplv  hnj,h- 
->|ieed  mail-sortinti  ma- 

•lines  to  the  British 
I  '  l  ital  ser\  ice.  \\  ith  the 
ik  dollar,  National 
'•:c  .M,r  CHO  llenrv  A. 
■:):!.o:iii   figures  ma- 

.^iH's  from  japan's 
^ ■  ■   ,in,d  Toshiba  cost 

■ ,  •'.    a  much. 


SORTING  THE  POST  National Pmort won  a 
proairement  contract  from  the  British  government 


.Smaller  comixinies  also  are  hittin.Li  paxxlirt 
in  developing;  countries  that,  in  their  nish  to 
create  wealth,  if^nored  the  environmental 
conse(|iiences.  ,\sia,  for  example,  "has  the 
fastest-deterioratinii;  env  ironment  in  the 


HOW  TO  PUT  MORE  OOMPH  INTO  EXPORTS 


BUILD  AN  EXPORT  INFRASTRUCTURE 


-kAU  levels  of  government  must  get  involved.  The  Commerce  Dept. 
should  make  export  promotion  a  national  priority.  The  State  Dept 
should  continue  its  recent  shift  toward  maki)i!>,  diplomats  trade 
aces.  Federal  and  state  agencies  should  offer  translation  services, 
contacts  with  foreign  buyers,  fi)uiiu  ial  counseling,  and  other  assis 
tance  paid  for  hy  user  fees 


PROMOTE  FREE  TRADE 


ir  Washington  should  push  for  new  free-trade  deals  around  the 
glohe,  starting  with  Sinitli  America  and  Eastern  Europe 


MAKE  FINANCE  EASIER 


if  State  governments  should  offer  loan  guarantees  to  regional  hanks 
that  take  a  lead  in  trade  financing.  This  would  strengthen  ties 
between  banks  and  s)iiall  local  businesses.  Washington  should 
create  an  agency  to  package  tnid  resell  trade  lotins,  as  home  loans 
are  now  luDidled 


MAKE  SURE  FREE  TRADE  IS  FAIR  TRADE 


ic  Where  [  .S.  exports  encounter  foreign  barriers,  take  action.  Dust 
off  the  defunct  Super  .Vll  trade  law  used  against  barriers  in  .Japan, 
Brazil,  and  India.  Strengthen  the  Export-Import  Bank  .so  it  can  re- 
spond with  low-cost  loans  for  (  LS.  companies  when  foreign  govern- 
ments  proi'ide  subsidies  for  exports 


MOBILIZE  THE  UNIVERSITIES 


*  They  should  reach  out  to  local  businesses,  pooling  export  knowhoit 
with  real  products.  Business  .schools  should  wake  up  to  the  glob(d 
economy  and  require  languages,  foreign  market  studies,  and  stints 
abroad  to  earn  an  MBA 


world,"  says  Lewis  P.  Readc,  direc- 
tor-general of  the  I '.S. -Asia  Knvi- 
ronmental  Partnership,  a  new  U.  S. 
government  program  to  help  Amer- 
icans ;^et  a  piece  of  Asia's  environ- 
mental market. 

SQUID  ROW.  \\  illiam  Golden,  a  for- 
mer .Massachusetts  state  senator,  is 
taking  American  cleanup  savvy  to 
Indonesia  and  Malaysia.  CJolden's 
trading;  company.  International  En- 
vironmental .Associates,  represents 
small  U.S.  environmental  compa- 
nies in  Jakarta,  where  business  lead- 
ers are  uiuler  pressure  from  their 
i^overnment  to  stop  pollutin.s^.  The 
L^roup  is  vvinninj^  contracts,  partly 
iiecatise  the  local  office  did  inten- 
sive research  on  Indonesian  envi- 
ronmental laws — information  not 
readily  available  in  the  LI  S.  It  also 
helped  business  when  Golden  sent 
his  son  to  live  for  a  time  in  Indo- 
nesia. "It  showed  m\  commitment  to  the 
project,"  he  says.  "I  wasn't  just  flying  in 
and  out." 

(irow  inti;  env  ironmental  awareness  is 
helping  another  exporter,  too.  In  a  bustling 
^^^^^^^mm  port  in  Gape  May,  N.  J., 
Lund's  I'  isheries  is  sell- 
ing its  specialty  sc|uid 
by  the  boatload  to  the 
fishing  industries  of 
Scandinavia  for  use  as 
bait.  There,  govern- 
ments are  pushing  fish- 
ermen to  replace  envi- 
ronmentally imsound 
driftnet  fishing  with 
hooks.  Such  sales  earn 
half  of  Lund's  export 
revenues — the  other 
half  coming  from  cus- 
tomers in  luirope,  and 
even  ja)ian,  w  here  the 
s(|uid  and  other  East 
( loast  fish  are  popular. 

^'et  the  world's  love 
affair  with  things  .Amer- 
ican notwithstanding, 
the  export  boom  is  ma- 
turing. In  fact,  the  rate 
of  gr(n\  th  of  exports  is 
declining,  from  16%  in 
mn  to  4%  today.  The 
trade  deficit,  w  hich  has 
lieen  shrinking  steadily 
since  it  hit  a  record  $160 
billion  in  10,S7,  is  likely 
to  reach  $<S2  billion  this 
vear,  up  from  $7.'^  billion 
in  PWl. 

Indeed,  support  in 
Washington  for  export 
programs  has  been  hap- 
hazard, underfunded, 


I 
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America's  doctors  speak  out  on  Medicaid  reform 


They  can't  get  the  health  care  they  need 
because  their  dad  earned  $8,700  last  year 


Medicaid  was  created  to  help  the  poor.  But  how 
poor  is  poor? 

The  federal  government  sets  the  poverty  level  at 
$13,359  a  year  for  a  family  of  four.  But  in  most  states, 
you  can't  receive  Medicaid  if  you  earn  less  than  half 
that.  And  in  the  state  where  these  kids  live,  you're  inel- 
igible if  your  household  income  exceeds  $1,305  a  year! 

Because  of  these  inequities,  more  than  half  the 
poor  in  America  are  now  without  Medicaid  coverage. 
And  more  than  half  of  these  are  children. 

The  300,000  member  physicians  of  the  American 
Medical  Association  think  this  is  wrong.  We  believe 


that  no  person  should  be  denied  access  to  our  health 
care  system,  and  that  all  of  the  poor  should  receive 
Medicaid. 

Most  people  in  this  country  do  receive  high  quality 
health  care.  But  the  system  mmt  be  improved.  And  we 
have  a  proposal,  called  Health  Access  America,  that 
will  reduce  costs  while  preserving  the  quality  of  our 
system  and  individual  freedom  of  choice. 

Medicaid  reform  is  just  one  of  the  points  in  this 
proposal.  If  you  would  like  to  read  more  about  Health 
Access  America,  write  Dr.  Jim  Todd,  Dept.  408, 
American  Medical  Association,  515  North  State  Street, 
Chicago,  IL  60610,  or  call  us  today  at  800  621-8335. 


American  Medical  Association 

Physicians  dedicated  to  the  health  of  America 


Its  not  about 
fixing  old  windows. 

Its  about 

opening  new  doors. 


OS/2'"'  2.0  is  more  than  a  new  version,  h's  a  new  vision. 
A  true  operating  system  that  takes  your  DOS,  Windows'" 
and  OS/2  apphcations  beyond  the  limitations  of  the 
past — lets  you  do  more  with  them  Uian  you  ever  could 
with  DOS  or  DOS  with  Windows. 

Unlike  Windows,  OS/2  2.0  can  run  multiple  DOS, 
Windows  and  OS/2  applications  at  the  same  time,  in 
separate  windows  on  the  same  screen.  Print  a  document 
and  calculate  a  spreadsheet  while  you  create  a  new 
letter.  Use  icons  to  print  documents  without  even  open- 
ing the  program.  You  can  even  "Vut  and  paste  ^  between 
a/jy  applications — the  possibilities  are  endless.  And 
with  OS/2  Crash  Protectionr  each  running  application 
is  protected  from  the  next,  so  if  one  goes  down  it  won  t 
affect  the  others. 

Of  course,  there's  a  graphical  interface  that  makes 
OS/2  easy  to  install,  learn  and  use — the  Workplace  Shell 
But  maybe  the  best  part  is  that  for  less  than  the  cost 
of  DOS  and  Windows,  you  get  the  capabilities  of  both. 
Plus  all  the  added  benefits  of  OS/2  2.0 — including 
Adobe  Type  Manager  ."  So  for  a  whole  lot  less,  OS/2  2.0 
gives  you  a  whole  lot  more. 

For  an  IBM  authorized  dealer 
near  you,  or  to  order  OS/2  2.0  from 
IBM — at  special  promotional  j)ric(\s  of 
$79  for  Windows  users  and  $99  from 
any  DOS-call  1  800  3-IBM-OS2.* 

Introducing  OS/2  2.0. 


•  Runs  DOS,  II  iiidon's  and  OS/2  applicnlions  Iniin  a  single  syslciu. 
'  OS/2  Crash  Protection  helps  shiehl  (ipplications  from  each  other 

•  !\on- pre-mstaUed  on  rS/2'-'  Models  Fyf)  and  57. 

'  Supported  on  most  I BM-compatihle  .IH()  S\  I'Cs  and  ahoi  e. 

•  OS/2  2.0  upgrade:  $70  from  llindou  s.        from  an\  DOS** 
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aiui  t(Kiiscil  on  farm 
Miles,  uliiih  represent 
only  10%  of  r.  S.  ex- 
ports. K\en  eoiintin^  HK" 
riciilture  proj^rums,  the 
I  .  S.  ranks  last  amon,^ 
its  major  trading  part- 
ners in  per  eapita  - 
ernment  expenditures 
on  export  promotion. 
The  I  .  .S.  Kxport-im- 
port  Bank  coxers  less 
than  2'/r  of  export-fi- 
nanee  transactions,  \s. 
an  axeraf^e  of  l.S%  in 
the  de\  eloped  world. 

Responsibility  is  frag- 
mented, and  there  is 
much  duplication:  IS 
aj;encies  share  export- 
promotion  responsibil- 
ities, while  10  have  ex- 
port-tlnancing  programs, 
creating  an  incoherent 
effort  and  a  paperwork 
strain  for  companies. 

.Small  and  mediimi- 
si/ed  industries  are  par- 
ticularly underrepresent- 
ed  among  exporters, 
consultant  Nothdurft 
found.  Just  h(i  r.  .S. 
companies  account  for  .S49f  of  all  I  .  S.  ex- 
ports. Kven  worse  for  startup  exporters,  the 
lack  of  go\ernment  financing  is  not  being 
made  up  b\  |iri\ate  efforts,  as  is  the  case 
in  Ciermany,  w  here  trade  promotion  is  con- 
centrated among  banks  and  trade  associa- 
tions. U.S.  banks  simply  look  at  export 
deals  as  a  low-margin  nuisance. 

LOCAL  HEROES.  In  an  effort  to  emulate  Cier- 
many, (longress  passc^l  the  ]'~)i<2  Kxport 
Trading  Company  ,\ct  to  pro\  ide  banks 
with  antitrust  exemptions  to  establish  trad- 
ing companies.  But  after  hea\  v  losses  from 
foreign  lending  in  the  l''S()s,  banks  shy 
away  from  international  deals.  "While  I  .  S. 
banks  were  running  around  closing  branch- 
es o\erseas,  the  Kuropeans  were  running 
around  signing  up  exporters."  laments 
Richard  C].  I^owry,  a  senior  \  ice-president 
at  (;hase  Manhattan  Bank,  "\\c\e  got  to 
win  that  business  back."  ( ihase  is  among 
a  handful  of  I  .  S.  banks  pursuing  the  ex- 
port finance  business,  along  with  (atibank. 
Bank  of  America,  and  l-"irst  Interstate. 

Models  tor  a  more  acti\  ist  go\  ernment 
;•'  le  arc  more  likeK  to  be  found  in  state 

'p-itals  than  in  Washington.  XPOR'l',  a 
n.iding  company  established  by  the  I'firt 
.\'':hi  nrv'  of  New  ^'ork  &  New  Jersey,  pro- 
■•  i.Jcs  ^;),iiprehensi\e  services — finding  a 
'■'iN^i  irranging  transportation,  translations, 

■  '.'<.  financing.  Over  the  past  10  years, 
'R  i  'las  adopted  100  fledgling  export- 
•      pM^.iiing  them  out  of  the  nest  only 


NO  LONGER  OFF-LllVIII>  Kaynetwona 
optic  cable  deal  from  Gennany's  Bundespost  Telekom 


w  hen  they  were  ready  to  fly  solo. 

Commerce's  II  S.  &  Foreign  Commer- 
cial .Sen  ice  is  catching  on.  It's  coordinat- 
ing its  M'^)  domestic  and  68  foreign  offic- 
es w  ith  state  efforts  and  offering  a  greater 
range  of  services.  Likewise,  the  Kxport- 
Import  Bank  has  be- 
gun a  project  to  locate 
small  and  medium- 
si/.ed  ex[iorters,  work- 
ing through  state  and 
local  agencies.  Kxim. 
once  known  as  "Boe- 
ing's Bank,"  favored 
big  exporters  but  now 
provides  18%  of  its 
guarantees  to  the  little 
guy.  KxIm  has  begin 
gi\  ing  guarantees  fn 
100%  of  the  principal 
and  interest  to  make 
such  lending  risk-free 
for  commercial  banks. 

Without  a  more 
thorough  rethinking  of 
the  \shole  picture, 
though,  exports  and 
growth  will  still  be 
held  back  b\  macro- 
economic  conditions. 
It's  not  so  farfetched 
to  link  I  .  S.  export 
health  to  such  factors 
as  the  federal  budget 
deficit.  The  trade  and 


CATCH  OF  THE  DAY  Fom^ 

efforts  to  airb  driftnet  fishing  have 
been  a  boon  to  Lund' y  Fisheries 


budget  deficits  are  closely  linked,  since  the 
nation's  savings  rate  is  too  low  to  finance 
the  deficit  from  domestic  sources.  So  Amer- 
icans borrow  from  abroad  for  current  ex- 
penses and  future  investment  needs.  But 
that  makes  us  vulnerable  to  the  kind  of 
currency  turmoil  that  hit  Europe  recently. 
J'he  U.  S.  could  be  forced  to  raise  interest 
rates,  leading  to  a  spike  in  the  dollar. 

The  country  's  export  record  is  also  af- 
fected by  political  and  foreign  policy  inter- 
ests. Consider  U.  S.-Japan  relations.  Japan 
has  yet  to  live  up  to  an  accord  to  buy  20% 
of  its  semiconductors  from  abroad.  The 
Bush  Administration  extended  the  dead- 
line until  the  end  of  1W2,  but  foreign  mar- 
ket share  remains  stuck  in  the  14%-to-16% 
range.  Meanw  hile,  the  White  House  has 
declined  to  threaten  Tokyo  with  sanctions. 
"  The  I  .S.  government  has  generated 
more  words  on  this  subject  than  real  ac- 
tion." charges  Andrew  Grove,  CEO  of  Intel 
Corp. 

Despite  inaction  on  semiconductors,  the 
Bush  Administration  has  gotten  tough  with 
some  nations  that  unfairly  exclude  LI.  S. 
goods  or  rip  off  its  copyrights.  ;\fter  Con- 
gress rec|uired  the  .Administration  to  iden- 
tify unfair  traders  and  to  target  them  for 
retaliation,  Japan,  Brazil,  India,  Korea,  Thai- 
land, antl  Taiwan  all  made  trade  conces- 
sions. But  the  so-called  Super  301  law,  re- 
quiring the  tough  measures,  lapsed  after 
two  years.  It  needs  to  be  revived,  along 
with  a  new  law  that  would  recjuire  the  Ad- 
ministration to  examine  and  enforce  for- 
eign compliance. 

But  a  big  stick  can  do  just  so  much.  Tact 
is,  Americans  need  a 
stronger  export  cul- 
ture. Historically,  with 
the  world's  biggest 
market,  the  U.  S.  has 
not  had  to  export  to 
prosper.  But  the  days 
of  isolationism  are 
over.  Now  B-schools 
w  ill  ha\e  to  stress  ex- 
ports, students  will 
ha\e  to  discover  the 
magic  of  foreign  lan- 
guages, and  the  feder- 
al government  and  the 
banks  will  have  to  pro- 
\  ide  the  backup.  And, 
of  course,  industry' will 
hav  e  to  seek  out  the 
markets.  In  the  new 
global  economy, 
Americans'  1  i  \  e  1  i  h  oods 
depend  on  it. 

H\  Pdiil  Miignnsson 
III  W'tisliiir^oii.  mth 
Mark  Miimiioiit  in  Bos- 
tun,  Ronald  drover  in 
Los  Aiigt'/rs,  and  bureau 
repons 
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•ight  now,  millions  of  Americans  are 
sick.0^ey're  longing  for  tfie  fiomes  they 
0  difficult  to  own  due  to  a  lack  of  affordable 


housing  they  can  afford.  O^ced  with  these 
and  other  obstacles,  Americans  are  willing  to 
make  sacrifices  to  achieve  homeownership.  In 


ng-  0^t's  a  serious  problem  for  the        fact,  they  retain  a  healthy  optimism.  A 


n  according  to  83% 
3ople  polled 
annie  Mae. 
benchmark 
nal  Housing 
)y  also  revealed  just 
keeps  Americans  from  owning  homes, 
e  biggest  obstacle  is  the  inability  to  make 
payments  and  pay  closing  costs.  Especially 
inorities — 66%  of  African  Americans  and 
f  Hispanics  view  this  as  a  major  impediment. 


79%  of  respondents  believe 


homeownership  is 


attainable  for  most 


people  age  30-35. 


Fannie  Mae, 
we're  working  to  help  them 


realize  that  goal.  CJO^  purchasing  mortgages 
from  lenders  nationwide,  we  replenish  their 
funds  so  they  can  make  more  loans  to  home 


buyers  in  their  communities. 


nd  by  offer- 


ing our  survey  to  the  public,  we  hope  to  raise 


s  more,  over  one-third  K^99MHHIPM|H  awareness  of  housing  issues.  For 
lose  surveyed  believe  showing  America  a  wew  way  home,  a  free  copy,  or  to  learn  more 
nination  keeps  minorities  from  having  as        about  our  innovative  ways  to  make  housing 


a  chance  as  whites  to  get  any  kind  of 


more  affordable,  call  1-800-688-HOME  toll-free. 


©  1992  Fannie  Mae 


^AT  THIS  COUiyTRY  NEEDS 
IS  A  GOOD  HOME  REMEDY. 


We  Use  Less  Gas.  m  ore  power  takes  more  gas,  ri  dlit?  But 

not  in  Clievy's  case.  The  s  m  o  o  t  li  -  r  mm  i  n  ^  43L  Vortec  V6  gives  Clievy 
hair-ton  tlie  liigliest  MPG  of  any  full  -size  pickup  (EPA  est.  MPG  city 
17,  Kwy.  22).  And  surprisingly,  it  del  ivers  more  standard 
liorsepower  tlian  Ford,  too!  Important  safety  features 
include  rear-wkeel  anti-lock  krake  system;^  adjustakle 
kead  restraints;  an  impact-aksorking  steering  column;  a 
kigger,  keavier  1/2-ton  frame  tkan  Ford's;  and  many 
otker  design  features 
made  possikle 
wken  we 

designed  tke  only  all- 
new  full  -size  pickup  in  tke  past  10  years.  Witk  tke  kest  2- 
side-galvanized  steel  rust  protection,  Ckevy  full-size  pickups 
also  kave  tke  kest  resale  value  in  tke  kusiness.  In  fact, 
more  of  tke  Ckevy  trucks  sold  over  tke  past  10  years  are 
still  working  tkan  any  otker  full-line  manufacturer's— over 
98%!''  Tkat  makes  Ckevrolet  tke  most  dej^endakle, 
longest-lasting  trucks  on  tke  road.  Talk  to  us.  We  are  tke  industry's 
kiggest  fleet  sales  and  service  organization.  Call  General  Motors 
Conso  lidated  Fleet  Operations  at  1-800-248-2897. 


chevy s 
strongbox  frame. 


m 


jjriiiliiLi-,  FL'n  4tt  II  m,nlv\-.  K.ir-wiuvi  ,inli         hrjl;e;  npe'r, 
ttB.iieil  on  full-line  Iru.'l.'  ..nnipam  r,  ti-li,i!h.n  il.il.i  I'l?  M'"'l    l:>JmL',  i-tlier  OM  py.nlud,  ClKvroL-l  jiul  llu-  CIlcvri'L-l  ihMnM  Jii'  R's:iflu 
traJt-marW  anj  Clievy  is  a  Irjjfin.iri;  ,.l  tile  l.M  loip,   '  I'I'I?  liM  C'lp    All  Ki-'lil.-  Rt-stneil.   BucL-lt  up,  Anuiici' 


Tke  Heartbeat  Of  America 

TODAY'S  FLEET  COMPANY  IS  CHEVROLET 
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lARKET  SHARE 
CON  LEGHE? 


Olt  was  every  business  traveler's  nightmare.  After  How- 
ard M.  Dean  and  his  colleagues  landed  in  Mexico  City 
one  Sunday  evening  last  July,  the  van  that  picked  them 
up  blew  a  tire  in  a  notoriously  rough  neighborhood.  Then  the 
jack  broke,  and  the  driver  was  afraid  to  venture  into  the  dark 
streets  to  find  a  replacement.  Nearly  two  nerve -wracking 
hours  passed  before  the  stranded  group  was  rescued  by  two 
English-speaking  teenagers  who  fetched  another  jack  and 
changed  the  van's  tire. 

Despite  the  inauspicious  start  of  his  first  business  trip  to 
Mexico,  the  chief  executive  of  Dean  Foods  Co.  hasn't  lost 
any  enthusiasm  for  the  place.  The  55-year-old  grandson  of 

A  THIRD  OF  THE  OUTPUT 
FROM  DEAN  FOODS'  EL  PASO 
DAIRY  GOES  SOUTH 

the  company's  founder  is  mapping  out  a 
plan  to  sell  his  dairy  products  and  frozen 
vegetables  south  of  the  border.  It's  a 
dramatic  move  for  the  suburban  Chica- 
go-based company,  which  even  as  a 
stay-at-home  has  grown  to  $2..^  billion  in 
sales.  But  faced  with  a  North  American 
bloc  as  a  free-trade  pact  looms.  Dean 
can't  resist  the  idea  of  introducing  90 
million  new  customers  to  the  joys  of 
skim  milk  and  whipping  cream. 

There's  already  a  big  thirst  for  milk  in 
Mexico.  Half  of  all  Mexicans  are  under 
the  age  of  18 — prime  milk  drinkers.  But 
the  country  has  a  chronic  shortage  of 
fresh  milk.  Government-negotiated 
price  ceilings  keep  costs  down  as  a  sub- 
sidy for  the  poor  and  to  help  rein  in  in- 
flation. But  the  controls  scjueeze  mar- 
gins for  wholesalers  and  retailers,  who  see  little  incentive  in 
pushing  the  product.  "There's  a  demand  in  the  market  that 
new  investors  are  going  to  have  to  fill,"  says  Andres  Casco,  re- 
search director  for  Mexico's  agriculture  secretariat. 

SCOUTING  TERRAIN.  The  company  hasn't  waited  for  a  North 
American  accord  to  test  the  waters.  When  Mexican  trade  bar- 
riers started  dropping  in  eady  IW],  its  El  Paso  dairy  teamed 
up  with  a  Mexican  distributor  to  truck  milk  and  ice  cream  to 
border  towns.  Mexico  now  consumes  one-third  of  that  dairy's 
output.  .Since  acquiring  several  big  vegetable  processors  in  the 
late  198()s,  Dean  also  has  been  buying  broccoli  and  cauli- 
flower from  Mexico  for  its  processing  plants  in  Texas  and 
New  Mexico. 

Dean  is  looking  to  make  a  much  bigger  splash,  however. 
A  year  and  a  half  ago,  the  company  assigned  two  of  its 
corporate  staffers  to  spend  half  of  their  time  researching  the 
Mexican  market  and  traveling  around  the  country.  Dean 
I'oods  also  has  tapped  the  expertise  of  its  supplier  "Fetra  Fak, 
rh':  huge  packaging  manufacturer  that  runs  a  large  operation 

Viexico. 


Since  the  dairy  market  is  so  underdeveloped.  Dean  Foods 
has  decided  to  focus  on  it  first.  'Fhen  it  will  tackle  the  vegeta- 
ble market.  Eventually,  Dean  plans  to  sell  canned  sweet  corn, 
peas,  and  green  beans,  all  of  which  aren't  indigenous  to  Mexi- 
co. Meanwhile,  although  he  could  buy  an  existing  Mexican 
dairy  or  simply  export  products  from  the  U.  S.,  Dean  is  going 
the  joint-venture  route,  instead.  Fhe  company  is  busily  woo- 
ing the  distributor  that  currently  handles  its  dairy  shipments. 
The  large  conglomerate,  which  Dean  wouldn't  name,  owns 
farms,  dairies,  and  refrigerated  trucks.  Dean  visited  some  of 
the  distributor's  operations  in  August,  and  several  of  its  exec- 
utives toured  Dean  Foods'  plants  in  Rockford,  III.,  in  mid- 
September. 

EVENING  THAW.  Even  with  help  and  its  own  knowhow,  Dean 
doesn't  underestimate  the  difficulty  of  cracking  the  market. 
Only  about  half  of  all  households  have  refrigerators.  And 
much  food  is  sold  in  tiny  mom-and-pop  stores,  or  tiendttm, 
which  have  little  refrigeration.  So  Dean  may  have  to  trade 
gallon  jugs  for  small  cartons  and  trim  the  shelf  life  from  the 


two  to  three  weeks  typical  in  the  U.  S.  to  about  two  days. 
Some  supermarkets  even  shut  off  electricity  overnight, 
causing  ice  cream  to  repeatedly  melt  and  refreeze.  To 
ensure  quality-.  Dean  would  likely  buy  its  own  refrigerated 
cases  and  pay  the  stores  to  maintain  the  electriciry  24  hours  a 
day,  he  says. 

There  are  other  challenges.  Dairy  farms  in  Mexico  are  in 
short  supply,  so  Dean  Foods  may  have  to  help  develop  some 
producers  of  raw  milk — although  it  draws  the  line  at  running 
such  farms.  Fhe  dairy  industry  also  lacks  many  of  the  (|uality- 
control  regulations  found  in  the  U.  S.  .Some  40%  of  all  milk 
goes  straight  from  the  cow  to  the  consumer,  unpasteurized.  In 
stores,  only  one  grade  of  milk — whole — is  sold,  but  even  that 
doesn't  contain  a  standard  level  of  butterflit. 

For  Dean,  the  potential  lies  not  with  shifting  plants  to  cut 
labor  costs,  the  way  some  companies  are  choosing  to  do  as  the 
continent  opens  up.  Rather,  it  sees  a  chance  to  grab  a  big 
share  of  a  big  market.  "We've  got  to  move  quickly.  The  op- 
portunirv'  is  now,"  says  Dean,  who  figures  he  can  handle  the 
flat  tires  that  lie  ahead. 

By  Lois  Therrien  in  Chicago,  with  Stephen  Raker  in  Mexico  City 
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Systems: 

Managins  the  Transition,  Part  II 

Open  systems  —  based  on  vendor-neutral  standards  —  are  at  the  heart  of  a  fundamental  shift  in  the 
nature  and  application  of  information  technology  in  business.  This  shift  is  enabling  organizations  to  reens'meer 
their  businesses,  retoo/ their  technology  platforms,  and  realign  information  systems  personnel  with  the  business  for 
competitive  advantage  and  success.  But  getting  from  here  to  there  is  proving  to  be  difficult.  This  special 
advertising  section,  second  in  a  series,  shares  experiences  of  some  who  are  succeeding. 


The  benefits  of  a  new  digital  public  network,  National  ISDN,  will 
soon  be  made  available  to  you  by  your  local  telephone  company 
and  AT&T.  Using  our  technology,  the  telcos  already  offer  central 
office  based  solutions  like  advanced  voice  services,  PC  screen 
sharing  and  image  communications.  Without  expensive  on-site 
equipment  or  maintenance  headaches.  National  ISDN  represents 
an  industiy-wide  agreement  to  digitize  the  public  network  based 
on  open  standards,  so  you'll  soon  be  able  to  get  the  same  high 
quality  service  wherever  you're  located.  If  you're  evaluating  your 
current  network  or  forecasting  capital  investment,  it  makes  more 
sense  than  ever  to  talk  to  your  local  telephone  company.  And 
find  how  much  more  they  can  do  for  you. 

AJM^  and  Your  Local  Phone  Company 
Technologies  For  The  Real  World. 


AT&T 

Network  Systems 
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TiiK  (hm:\  systi  :>i  i  xplosiox 

If  there  were  a  buzzword  Olympics  in  the  computer  business, 
open  systems  would  be  a  sood  bet  for  the  gold  medal  —  like- 
ly in  several  categories.  Ever/one  is  talking  about  open  systems. 
But  unlike  Mark  Twain's  pronouncement  about  the  weather,  they're 
not  just  talking  about  it.  They're  doing  it. 

Organizations  in  ever/  sector  of  the  economy  are  adopting 
open  systems  policies  which,  in  turn,  are  driving  their  purchasing 
and  implementation  decisions. 

The  list  reads  likea  who's  who  of  business.  Of  the  1992  Busi- 
nessWeek list  of  America's  most  valuable  com- 
panies, over  half  of  the  top  60  companies  are 
known  as  open  systems  adopters.  Companies 
(in  order  of  value)  like  General  Electric,  Wal-Mart 
Stores,  AT&T,  Procter  &  Gamble,  Johnson  & 
Johnson,  Du  Pont,  General  Motors,  Amoco, 
Chevron,  Ford  Motor,  Boeing,  McDonalds,  East- 
man Kodak,  and  American  Express. 

Entire  sectors  are  adopting  open  systems  such 
as  retail  (Kmart,  J.C.  Penney),  hospitality  (Hyatt, 
Sheraton),  investment  banking  (Salomon  Broth- 
ers, Shearson  Lehman),  manufacturing  (PepsiCo, 
Hughes  Aircraft)  and,  the  federal  government 
(Defense  and  Agriculture  Departments). 

Open  systems  are  penetrating  into  previously 
unthinkable  sectors  with  massive  propnetar/ 
installations  such  as  banking  (Chemical  Bank, 
Canadian  Imperial  Bank  of  Commerce)  and  insur- 
ance (Continental,  Travelers.) 


T' 


AGAIN,  WIIAT'S  AN  OPEN  SYSTEM? 
•••••• 

'  here  are  many  definitions  of  open  systems.  Organization>vr. 
have  differing  views  can  nevertheless  achieve  striking  beefr 
As  a  result  there  is  no  one,  politically  correct,  definition. 
Most  implementors  view  open  systems  as  software  and. 
nolosies  which  are  based  on  vendor-neutral  standards,  rathe 
vendor-proprietar/  products.  From  this,  two  strong  theme; , 
emerged:  Open  systems  are  designed  to  enable: 

1 .  Portability  —  software,  information  and  human  experti? 
be  moved  to  computers  of  different  size  and  brand. 

2.  Interoperability  —  computers  of  different  size  and  1 
can  talk  to  each  other,  sharing  resources,  information,  and 
software  applications. 

Such  portability  and  interoperability  didn't  exist  during  tf 


he  lien  Aolulile.  open  hiisiiiess  einintiimeiil  coinhiiied  nilli 
iin|H»rlaiit  (let el(»|)iiienls  in  iiiroriiiation  le«'liii<»lo<>)  i>  leading 
main  enleqirises  lo  adopi  a  new  approaeli  lo  (-(tinpiilin*^. 
(Ipeii  sysleiiis  <'nahle  eonipiileiN  lo  nin  sol'tnare,  share  iiil'onna- 
(ion.  and  eominnnieale  —  reganlless  <»!'  hrand  (»r  si/e. 
hnph'meiitalions  of  open  s\slenis  (o  dale  shon  si»nil1ranl  and  Car  reach- 
iiifi  ht'iiel'ils.  lloMoer.  (here  are  oi)s(aeh's  lor  e>er>  or^ani^alion  lo  over- 
eoine.  These  eeiifer  on  (he  (heme  of  "hem  do  «e  <ie(  from  here  lo  (here?"' 
I'his  report  shares  conrhisions  fn»ni  (hree  hiipor(an(  researeii  programs 
re<!anlin<f  (he  <-han<i[iii<f  nde  (»f  (eehn(do<^>  in  hiisiness. 
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Open  Sysiems  Pidio  Vdop(ion  Doubling 

I'tTtenl  ol  K>lahlisliiiii'nls  (I  s\  and  (aiiuda) 
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In  some  countries  outside  North  America, 
adoption  is  moving  even  more  quickly.  For  exam- 
ple, the  European  Community  has  adopted  an 
open  systems  policy  which  has  the  force  of  law, 
not  only  for  the  seven  institutions  of  Europe  (such 
as  the  European  Parliament,  Commission  and 
Bank)  but  for  all  member  countries.  This  policy  shapes  procure- 
ment for  these  countries  at  all  levels  of  government  from  the  fed- 
eral to  municipal  levels.  For  governments  in  Europe,  it's  basically 
against  the  law  to  purchase  proprietary  systems. 


♦  Hie  l*)<)2  (Ipeii  Syslenis  l)ireeli>e  reports  on  (he 

  resnhs  of  (he  noridwide  survey  eondneled  for  (he 

X/Open  rons(»rtiiini.  fhe  researeh,  perl'ormed  hy  \)\\\\.  in>es(i^aied  '2'M 
leading  or^aiii7,a(ions  nliieh  had  adopled  open  sys(enis,  in  \(»rth  Ameriea, 
luirope.  Japan,  and  \iis(ralia. 

4  A  researeh  program  eii(i(led  \li<>nin<;  IS  \vi(h  (he  Business  (-(»m- 
pleled  in  l*)*)2  In  inil!  and  (:o<>ni(e(-h  Seniees  ( !(»r|ioralion  sur- 
veyed 7tit7t  iiiforinadon  systems  and  •general  business  managers. 
Ilie  (dii4T(ive  nas  lo  iiiKh-islaiid  (he  role  of  IS  (iiifoniialion  sys(enis)  arehi- 
(eedire.  plaiiniii<i  and  or^aui/a(ion  in  inaximixin^  IS  e«Mi(ribn(ioii  (o  (he 
business. 


♦  E\(ensive  ease  s(Hdy  researeh  was  eoiidiie(ed  for  (he  new 
book  Paradi<fm  Shif(:  (he  \en  l'r<»mise  of  lufonna(ioii  Teehnol- 
o<^  (by  Don  'iaps(-o((  and  \rt  (  as(on.  >le(pran-llill.  Iiie..  \V) . 
fh«'  book,  published  in  De(ober  l"M)2,  diseusses  ilu-  r«de  <»f 
(»pen.  iie(norked  eonipnlin^  in  erea(in<;  (he  open.  ne(norked 
eiHerprise. 


few  decades  of  information  technology.  Vendors  each  hac; 
own  propnetar/  approaches  and  when  customers  purcf 
technologytheywere"locked  into"  that  vendor.  SoftwareW'^k 
only  on  that  vendor's  hardware  and  different  brands  coc 


The  Case  for  Open  Systems 

Millions  iiii|)l<'iiini(iii<>  «»|ini  syslciiis  locus  on  dilTcrciil  hnidils. 
Iin<j  on  (lirir  (»hj<M-liM>s.  hnsincss  MTlor,  Icfjan  cnMronnicnls.  and 
iiriahlcs.  Here  are  eveeqjls  from  inleniens  nifli  several  lea<leis. 

he  real  valne  ol  opiMi  s>slenis  is  to  open  np  lii<-  niarkelplare  lo 
eiieralimi  and  \alnai)le  solnlions.  riiis  should  enable  ns  lo  pnl 
T  systems  faster,  eheaper...  redneiii<f  thne  lo  market  and  enahliii<; 
■le  more  teehn4d(»<fy,  more  elTeethely." 

)/;/'('/,  .S/.  \  ICC  frrsidcnl.  Injornidlion  S\slciiis    \ntcric<iii  Miliiics 

niess  yoH  have  open  systems,  yon  eannot  realise  the  dramatir  eost- 
on  opportunities  in  hoth  hanhvare  and  software.  >liero<-oinpiiteiN 
rently  droppin<<[  in  eost  at  (>"»  per  month...  ami  this  rate  Mill 
e  e^i'ry  year  for  the  next  eijiht  years.  To  aehie>e  the  potential  sa>- 
>u  need  to  separate  hanhvare  from  software,  tipeii  systems  Inially 
s  to  do  this.  Independent  scd'tware  also  enables  software  re-use. 
nndin<;  that  we  can  aehie>e  t»(>",.  to  7(l"o  software  re-use.  whieh  >ve 
lo  increase  to  m%  to  W„.  This  means  a*  hie>iii;>  iW,,  t»  <>tl% 
I  software  de>el(»pnienl  productivity,  not  to  mention  speed." 
StnissnKin.  Chief  In/ornKilinu  Officer.  Dcjidilnicn/  (if Defense 

here  are  two  kinds  of  t  ^Os.  Those  who  are  reactive  —  snpportin;^ 
[loration  in  its  endeav«»i-s  and  those  who  are  hnsinos  leadei>.  Iielp- 
oniani/ation  nu»e  fomani  in  achieving:;  its  husiiH-ss  <>;oals.  ^ou 
'  a  leader  if  yon  spend  your  time  witm  in*!  alnmt  thin»s  such  as 
injii  interfaces,  doiii<>:  coin«>i>ions,  connectin;^  systems.  (Ipen  sys- 
ee  me  to  think  alnnit  the  lliin<>s  which  are  important,  allowing  the 
ly  lo  <;et  the  benellt  of  my  expertise  as  applied  to  clian»iii^  the 
«s.  Open  systems  are  absolutely  the  ri<;lil  lhiu<>  t(»  do." 
:ker.  Vice  President.  Infoniuilion  Tecluii>liii^  \  and  Slriile!^\  Dcicldji- 
'aruida  Post  Corp. 

he  initial  rati<»nale  for  open  systems  may  emphasi/<'  the  cost  saviii<> 
i^fes  (»f  software  portability  or  interchan<>eahle  hardware.  Ilowev- 
bi<f<;esl  henelits  lie  beyoiul  these.  (Ipen  systems  provide  a  platform 
ii^fuish  yourself  from  y  our  conipetitoiv. 

t  is,  the  way  to  provide  supt'riorcusttnner  senice  and  unecpialed 

is  t(»  view  your  company  from  the  customer's  eyes...  who  see  liori- 

iiiictions.  Itut.  t(»day  most  computer  applications  are  vertical 

I'  nu>st  oi^anixati4»ns  are  vertical,  fliis  forces  custoinei's  to  look  at 

ipany  in  a  segmented  way.  I  idess  yon  hiive  systems  which  enable 

'•{ration  <»f  applications,  you  won't  be  able  lo  improve  tbinifs  in  the 

your  customers,  tipen  systems  enable  bori/tuital  applications 

-ond)ine  limctioiis  (»r  information  from  each  <»f  these  vertical 

s  in  a  way  that  reduces  errois,  improves  tpiality  and  sometimes,  not 

itally,  creates  vvh(de  new  senices  which  oidy  your  company  can 

^  IS 

kerr.  \  ice  President.  Miuui^cinent  liifdriiKitinii  S\steins.  1 1  Mitt  lintels 


communicate. 

As  the  computer  industry  moves  out  of  its  infancy,  it  is 
consolidating  around  standards  —  as  most  other  indus-  1 
tries  have  done,  from  a  standard  brick  size  in  construc- 
tion to  a  standard  railroad  gauge  in  transportation. 

The  personal  computer  was  the  tip  of  the  iceberg, 
introducing  the  idea  of  software  portability.  The  Unix 
operating  system,  created  by  Bell  Labs,  became  avail- 
able on  the  computers,  largeand  small,  of  virtually  every  j 
hardware  vendor,  leading  in  turn  to  the  creation  of  for- 
mal standards  called  POSIX.  Other  POSIX-compliant 
operating  systerns  are  now  appearing  on  the  market,  as 
are  important  standards  in  a  wide  range  of  areas  from 
distributed  computing  software  to  systems  security. 
As  a  result,  most  organizations  do  not  equate  open  sys- 
tems with  Unix,  but  rather  see  standards  in  many  areas 
as  critical. 

niind  o\  Tin: 
(()>ii»iti:hi\i)isti{v 
•••••• 

As  a  result,  the  computer  industry  is  being  trans- 
formed. Much  computer  hardware  is  becom- 
ing a  commodity  as  software  works  on  many 
hardware  brands.  This  is  leading  to  the  first  fundamen- 
tal restructuring  of  the  computer  industry  as  proprietary 
strategies  of  many  vendors  fall  by  the  wayside. 
Revenue  in  the  industry  is  shifting  to  software  and  ser- 
vices, which  in  North  America  will  double  hardware 
sales  by  1 995.  The  growing  independent  software  indus- 
try IS  creating  products  based  on  industry  standards. 
This  industry  is  in  many  ways  becoming  a  parts  industry 
—  creating  standardized,  Lego-like  parts  which  can  be 
plugged  together  in  a  customer  computing  environment. 
New  distribution  channels  have  come  to  the  fore  as 
value-added  resellers,  systems  integrators  and  the  like 
provide  specialized  solutions  based  on  standard  plat- 
forms. 

The  future  of  technology  is,  to  a  large  extent,  being 
shaped  co-operatively.  Vendors  rather  than  relying  on 
their  own  customer  associations  for  product  directions 
have  united  to  create  key  standards  and  even  technolo- 
gy. Three  hundred  vendors  join  the  Open  Software 
Foundation.  Many  of  these  and  others  have  joined  Unix 
International.  Many  again  co-operate  as  part  of  the 
X/Open  consortium  which  is  defining  user  requirements 
for  open,  as  published  in  an  annual  "Open  Systems 
Directive." 

And  power  is  shifting  to  the  customer.  The  "account 
control"  of  old  is  forever  gone.  This  does  not  mean  that 
customers  necessarily  want  vendor  promiscuity.  Even 
in  the  open  world  there  is  a  cost  to  diversity.  Rather, 
many  customers  are  building  strong  relationships  with 
a  vendor  orsmall  number  ofvendors.  However,  inthese 
relationships  customers  have  freedom  of  choice  and 
considerably  greater  leverage.  They  also  have  greater 
responsibilit/  for  many  aspects  of  systems. 


If  It  Did  Any  MoF 


The  new  COMPAQ  PAGEMARQ  20 
and  COMPAQ  PAGEMARQ  15.  Two 
network  laser  printers  that  will 
immediately  establish  the  industry 
benchmark.  Printers  for  those  who 
want  nothing  short  of  everything. 

After  rather  extensive 
R&D,  we  realized  tlie  aver- 
age network  printer  was 
doin^T  more  to  raise  vour 
group's  blood  pressure 
than  its  productivity. 

So  wc  created  two  new 
network  printers  bristling 
witli  features  tJiat  w  ill  help 
everyone  work  in  hannonv. 

For  starters,  COMPAQ- 
built,  RISC-based  control- 
lers, in  combination  with 
powerful  print  engines,  let 
our  printers  run  at  1 5  and 
20  PPM.  And  at  20  PPM, 
that's  100%  faster  on  aver- 
age than  HP  LaserJet  llISi 


in  PostScript  applications. 

And  the  ability  to  print 
in  sizes  up  to  11"  by  17" 
will  really  make  your  day. 
Especially  if  it's  filled  with 
evervthina  from  envelopes 
to  double-page  layouts  to 
CAD  plots  to  spreadsheets. 

The  built-in  motorized 
paper  trays  can  hold  up  to 
1,500  sheets,  more  than  any 
other  desktop  printer.  So 
vou  can  think  about  things 
other  than  loading  paper. 


rssi 


Not  only  do  our  p 
know  PostScript  Le 
and  PCL5,  but  unlik( 
others,  they  come  equi 
with  Intelligent  Emul 
Sensing.  A  feature  tha 
standy  monitors,  with 
like  precision,  the  lan^ 
that  anyone  is  using  a 
given  time,  and  then 
matically  adjusts  to 
emulation  without 
having  to  lift  a  finger  ce^, 

Truly  network-r 


HlMI'Ag  r.  giMiTt  .l  U  S    Pau  nl  and  Tradi  mark  dill. 
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lU'D  Be  Out  Of  A  Job 


■i. 

■j 

1 

Q  PAGEMARQ  20:  20PPM  «  20-/V/Wz  /WfD  290W  RISC  mth  128  K 
MB  MM  standard,  expandable  to  20  MB  <•  l,5CK)-sheet  (standard) 

KQ  PAGEMARQ  15:  /5PM/  <•  16-MHz  AMD  29000  RISC  <• 
W  standard,  expandable  to  18  MB  <■  ISO-sheet  (standard),  1,000-sheet 
optional  second  TwinTraj 

/lODELS:  Up  to  800  X  400dpi  (COMPAQ^High-Resolution  Mode)  <■ 
Level  2  and  PCL  5  w  / Intelligent  Emulation  Sensing  <'  One  slot /port 
ppleTalk,  Network  Interface  Cards,  Internal  FAX  Modem,  Serial  and  Parallel 
iilable  Options:  Internal  60-MB  Hard  Drive,  1  -  and  2-MB  Program- 
it  Modules  <'  Consumables:  One-piece  cartridge  with  12,000-page  yield 


should  meet  all 
network  needs. 
Dvide  a  direct  con- 
Nfovell  and  Apple - 
/ironments. 
they  offer  you  five 
^s,  so  that  vou  can 
rnet  or  Token  Rin^, 


AppleTalk,  both  a  serial  and 
parallel  port,  as  well  as  an 
Internal  FAX  Modem-all 
at  tlic  same  time.  Leading 
to  better  communication 
across  your  entire  network. 
Instead  of  language  that 
best  remains  unprintcd. 

>  ot  ttieir  respf.  iiw  companies 


Completing  the  picture 
is  an  800x400  high-resolu- 
tion print  mode  for  crisp 
text  and  graphics.  Add  the 
internal  60-MB  Hard  Drive 
or  the  Programmable  Font 
Modules  to  customize  and 
expand  your  font  library,  as 
well  as  to  store  PostScript 
fonts  permanendv,  without 
downloading  constantly. 

And,  with  CompaqCare, 
you  get  a  fi-ee,  one -year,  on- 
site*  limited  wairanty  for  re- 
pair by  the  second  business 
day,  anywhere  in  the  U.S. 

Call  our  printer  special- 
ists at  1-800-345-1518  about 
die  new  line  of  COMPAQ 
PAGEMARQ  Laser  Printers. 
Products  from  a  company 
that  believes  total  chaos 
should  never  be  standard 
operating  procedure  in  a 
computer  network. 


Our  Intelligent  Emulation  Sensing 
feature  continually  monitors,  then  auto- 
matically adjusts,  to  either  PostScript 
Level  2  or  PCL  S  depending  upon  which 
you're  using.  You  needn't  lift  a  Jmger. 


Thev  print  in  sizes  up  to  II"  by  17"  They 
can  handle  LAD  images,  spreadsheet^  and 
even  douhle-page  layouts.  Multiple  Twm- 
Trays  hold  up  to  l,SOO  sheets.  Impressed? 


Send  Fax 


W  ith  our  printers'  opiii>na}  Inicrnol  FAX 
Modem,  you  can  \cnJ  unJ  receive  pre- 
sentation-quality documents,  m  sizes  up 
to  11"  by  17'.^  Right  Jrom  your  desktop. 


inm  svsTi:  >is  i  oi{  a\  (hm:  \  worn) 


From  the  hundreds  of  orsanizations  studied,  new  lisht  has 
been  thrown  on  the  benefits  of  open  systems  and  the  busi- 
ness case  for  change.  There  are  many  instances  where  invest- 
ment strategies  have  successfully  focused  on  using  open  systems 
to  reduce  information  technology  costs  in  the  areas  of  hardware, 
software,  and  human  costs  such  as  those  incurred  by  users  learn- 
ing (and  relearning)  systems. 

However,  there  is  now  growing  market  acceptance  that  open 
systems  are  part  of  a  far-reaching  change  in 
the  nature  and  application  of  information 
technology.  That  is,  information  technology  is 
going  through  its  first  paradism  shift —  driv- 
en by  the  demands  of  the  new,  competitive 
business  environment  and  profound  changes 
in  the  nature  of  computers. 

The  information  age  is  evolvins  into  a  sec- 
ond era. 

The  old  paradigm  began  in  the  1 950s.  The 
late  1 980s  and  the  1 990s  are  a  period  of  tran- 
sition to  the  new  paradigm  which  includes 
network  computing  (sometimes  called 
client/server  computing)  and  an  industnal 
revolution  in  software. 

The  new  technology  has  been  shown  to 
improve  the  effectiveness  of  enterprises  in 
responding  to  new  market  conditions,  caus- 
ing a  resulting  shift  in  investment  rationale 
and  strategies. 

Rather  than  focusing  on  the  often  substan- 
tial, but  relatively  small  benefits  of  technolo- 
gy cost  savings,  many  enterprises  have  set 
out  on  a  course  to  retool  their  technology 
architectures  as  a  strategic  imperative.  The 
technology  shift  parallels  the  other  historic 
shifts  in  the  world  and  business  today: 

1 .  The  first  is  the  change  in  the  world  eco- 
nomic and  political  order  which  is  quite 
apparent  to  anyone  who  reads  newspapers. 

No  one  is  really  sure  what  it  is  or  where  it  is  going,  but  the  end  of 
the  post-World  War  II  era  has  occurred.  The  world  is  open  and 
volatile. 

2.  There  is  a  related  shift  in  the  business  environment  and  mar- 
ketplace. The  stable,  postwar  period  of  limited  competition  is 
over.  Marketsandnationaleconomiesarebeingtransformed.  Old 
rules  are  falling  as  are  walls  to  competition 

3.  There  is  a  shift  occurring  in  the  nature  of  organizations.  The 
corporation  of  old  simply  doesn't  work  anymore.  Business  trans- 
formation enabled  by  information  is  required  to  succeed  in  the 
new  environment.  The  new  enterprise  is  dynamic  and  can 
respond  quickly  to  changing  market  conditions.  It  has  a  different 
structure  —  flatter  and  team  oriented  —  eliminating  bureaucratic 
hierarchy.  It  is  based  on  commitment  rather  than  control.  Busi- 
ness processes  are  streamlined  for  productivity  and  quality.  It  is 
open  and  networked,  linking  individualsand  teams  which  perform 

iient  and  seivice  functions. 


4.  The  information  age  is  entering  a  second  era.  The  nev.; 
nology  paradigm  parallels  the  othershifts.  Like  the  newentd! 
It  IS  open  and  networked.  It  is  modular  and  dynamic  —  as 
on  standards  and  thereby  interchangeable  parts.  It  techric 
cd//y  empowers  —  distnbuting  intelligence  and  decisiorTi 
ing  to  users.  Yet,  through  standards,  it  is  integrated  —  n 
enterprises  beyond  the  system  islands  (and  their  organize, 
equivalents)  of  the  first  era.  It  works  the  way  people  do, 
ing  boundaries  among  data,  text,  voice,  and  image  and  p . 
ing  a  backbone  for  team-oriented  business  structures.  I 
walls  between  enterprises,  enabling  the  recasting  of  ey; 
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relationships.  Most  important,  it  has  matured  to  the  point 
It  IS  achievable,  and  affordable.  In  fact,  the  longer  your  ctns 
zation  waits  to  begin  a  transition,  the  more  you  have  to  s|j,,^ 
even  in  the  short  term. 

Many  large  organizations  reported  that  this  technology 
the  missing  piece  in  the  discussion  of  how  to  achieve  th( 
enterprise,  arguing  that  the  computing  platforms  which  e 
most  organizations  today  are  unable  to  deliver  the  goods  fc 
porate  rebirth.  These  systems  are  expensive,  limited  in  fun 
and  seem  to  take  forever  to  change.  Worse,  these  old  coi 
ing  structures  lock  organizations  into  old  corporate  structui 

Many  companies  have  come  to  the  conclusion  that  it 
through  open,  distributed  computing  that  the  open  netw 
enterprise  can  be  achieved.  Understanding  the  techn 
paradigm  shift  and  developing  strategies  for  change  are 
fore  becoming  a  precondition  for  business  success  in  the 
mation  age. 
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CAN  YOUR  ENTERPRISE 
KEEP  UP  WITH  YOUR 
STRATEGIC  VISION? 


THE  MOST  COST-EFFECTIVE 
WAY  TO  IMPLEMENT 
STRATEGIC  CHANGE. 


Prepared  by  X/Open, 
The  International,  Not-For-Profit 
Organization  For  Open  Systems. 


^e-engineering  your  organization  to  meet  the  chal- 
;es  of  the  1990s  is  one  of  the  most  difficult  tasks  facing  top 
cutives.  Open  systems  are  proven  to  be  the  most  flexible 
cost-efficient  way  to  enable  strategic  change.  Without 
^ardizing  your  current  IS  investment. 

But  in  order  to  move  safely  to  open  systems,  you  need 
mdard  you  can  count  on.  That's  where  X/Open™  comes  in. 
re  an  independent,  not-for-profit  consortium  of  end -users, 
I  just  about  every  major  international 
em  and  software  vendor  We  don't  sell 
ducts.  We  provide  the  information 


and  tools  to  ensure  that  open  systems  are  truly  open. 

The  X/Open  brand  means  that  a  product  has  passed 
our  stringent  tests  for  conformance  to  open  systems  standards. 
And  that  the  supplier  guarantees  future  conformance.  Insist 
on  the  X/Open  brand,  and  your  enterprise's  capabilities 
will  never  have  to  lag  behind  your  vision. 

Our  free  brochure  details  the  compelling  business  argu- 
ments for  using  open  systems  to  implement  strategic  change. 

For  a  copy  call  1-800-568-OPEN  in  the  U.  S. 
and  Canada,  or  +1-818-898-3886  inter- 
nationally It's  required  reading  for  the  1990s. 


The  World's  Standard  For  Open  Systems. 


©  1992,  X/Open  Company  Lid  All  righis  reserved  X/Open  and  ihc  X  device  .ire  trademarks  of  X/Opcn  Company,  Ltd  m  the  U  K  and  other  countries 


Everyone  agrees  thejd, 

The  idea  of  open  systems — tliat  compulm 
should  easily  share  things  and  basically  beh|(j( 
like  friends — is  what  everybody  is  aiming  forjou 

Still,  you  hear  lots  of  definitions  for  opelal^ 
systems,  from  many  points  of  view.  So,  on  th(  opf 
subject  of  openness,  IBM  remains  open. 

Instead  of  insisting  that  one  operating 
system,  like  UNIX,"  is  more  open  than  anothjf  jH 
we're  for  anything  that  gets  your  existing  am 
future  systems  working  together.  So  to  us,  eali^j^ 
customers  open  system  will  be  different,  ant^j 
unless  your  pockets  are  incredibly  deep,  youlrj^, 
begin  with  the  systems  you  already  have.  Id),, 


lever 


1992IBMCorp  IBM  and  RIXSyslem/6000  are  trademarksot  IBM  Corp  The  lollowmg  are  Irademar  s  of  UNIX  Systems  Ldborator  les.  inc  ,  Digital  Equipment  Corp .  Tandem  Computers  Ir 


,  but  not  always  from  the  same  point  of  view. 


ideal  open  system  begins  with  a  plan 
for  your  business  needs,  and  IBM  can 

I  with  it,  probably  better  than  anyone. 

le  in  open  systems  goes  far  beyond  hard- 
erating  systems  and  all  the  standards  we 
.  It  includes  the  services  you'll  need  to 
ery  thing  work. 

II  us  and  we'll  listen  to  your  business  needs 
n  we'll  get  into  computer  solutions,  present 
ire.  After  that,  we'll  build  a  plan  for  open- 
^s  up,  and  of  course  we'll  work  witli  other 
—that's  what  open  systems  are  about. 
Republic  National  Bank  «  )f  New  York,  for 


example,  we  built  an  open  system  that's  improv- 
ing customer  service.  Based  on  the  IBM  RISC 
System/ 6000,™  it  works  in  close  partnership  with 
their  DECr Tandem*  and  IBM  mainframes,  on  a 
network  that  includes  both  TCP/IP  and  SNA 
protocols.  And  along  with  IBM  banking  software 
(customized  by  one  of  our  Business  Partners),  it 
runs  a  wide  variety  of  off-the-shelf  UNIX  applica- 
tions. And  we  not  only  helped  integrate  the  whole 
system,  we  provide  ongoing  service. 

We're  open  to  helping  —  — , 

you,  too. To  learn  more,  call  us      E  ZT-TZ 
at  1  800  IBM  6676, ext.  730.      ===="  = 


KAKKII  KS  \{)  K\PI  (HTI\(p 
OPE\  SVSTI'^IS  I IIK  V()PI :\  VVOKLI) 
•••••• 

Open,  distributed  computing  is  not  just  a  fundamentally 
new  set  of  technology  standards,  tools  and  techniques^ 
It  IS  a  new  way  to  engineer,  organize,  and  lead  the  enter- 
prise. It  IS  a  new  way  to  "architect"  —  design  the  structure,  place- 
mentandrelationshipsof — technology.  Anditisanewapproach 
to  aligning  the  technology  service  delivery  function.  Successful- 
ly managing  any  one  of  these  transitions  is  a  major  accomplish- 
ment. 

The  daunting  fact  is,  to  succeed,  organizations  need  to  prop- 
erly effect  all  these  changes  simultaneously. 

A  major  worldwide  study,  conducted  on  behalf  of  X/Open 
Comipany  Ltd.  (published  in  the  1992  Open  Systems  Directive) 
brings  these  issues  into  sharp  focus.  The  sample  consists  of  pri- 
vate and  public  sector  enterprises  which  are  leading  the  shift  to 
open  systems  standards  and  technologies.  Although  they  are 
strongly  committed  to  making  the  transition,  fewer  than  15%  say 
that  they  have  achieved  wide  implementation  of  open  systems 
policies. 

The  study  shows  that  these  organizations  face  five  classes  of 
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any  corporate  executives  believe  that  information 
nology  is  not  their  problem.  But  the  evidence  sIdv 
they  often  play  a  critical  role  in  conditioning  the  oiar 
zation's  readiness  to  adopt  this  new  way  of  using  compute, 
The  role  of  various  management  groups  in  mandating 
systems  was  explored.  These  included  corporate  executives 
sional/departmental  managers,  corporate  information  tech 
gy  management,  and  divisional/departmental  inforrr 
technology  managers.  These  groups  provided  various  lev 
explicit  support  to  open  systems.  But  only  a  mandate  frorr 
porate  executives  made  a  significant  impact  on  strength  of  ( 
prise  commitment  to  an  open  systems  strategy.  Similarly,  v 
top  business  management  understands  the  benefits  of  ope 
tems,  the  enterprise  commitment  is  significantly  higher. 

The  US  and  Japan  lag  behind  Europe  in  extent  of  organizi 
al  readiness.  Forty-four  percent  of  European  respondents  f" 
top  management  mandate  for  open  systems,  vs.  29%  of  A 
cans  and  1 6%  of  Japanese. 

A  respondent  from  a  US  aerospace  manufacturer  liste 
problems:  "Short-range  management  focus,  lack  of  a  corp 
information  technology  vision  or  plan,  d' 
tralized  mentality,  lack  of  national  vision 
Another  cited  "humanity's  inherent  fear  i 
unknown." 


The  problem  of  migration 
(o  iieM  areliiteetiires  H 


(>e(tiii^  fmm  here  to  there:  (h<'  challenge  of  migration 

obstacles: 

•  Lack  of  organizational  readiness 

•  Complexity  of  migration  to  new  computing  architectures 

•  Confusion  (sometimes  encouraged  by  technology  suppliers) 

•  The  product  "quality  gap" 

•  Concern  about  risk  factors 

The  Study 

The  World  Open  Systems  Requirements  Survey,  conducted  on  behalf  of  X/Open 
by  DMR  Group  Inc  ,  obtained  responses  from  237  orsanizations  in  North  America, 
Europe,  and  Japan  The  survey  was  conducted  by  mail  in  June,  July,  and  Au3ust 
1 991  Because  of  the  focus  on  "requirements,"  the  sample  was  limited  to  orsani- 
zations with  a  funded  commitment  to  vendor-independent  standards.  Individu- 
al respondents  were  selected  on  the  basis  of  their  involvement  in  open  systems 
orsanizations,  Althoush  the  sample  is  not  representative  of  all  enterprises,  it  con- 
sists of  participants  in  the  global  economy:  annual  revenues  for  all  respon- 
dents total  $2  trillion.  They  include  leading  enterprises  in  telecommunications, 
inariufacturing,  government,  oil  and  gas,  and  financial  services. 


•  •  •  •  •  e 

pen  systems  representa  radical  c 
ture  from  the  past.  Traditional 
and  1980s  computing  involves 
mainframe  computers  supported  by  s 
terminals,  typically  all  supplied  by  a  singi' 
ble  vendor. 

The  choices  available  today  are  virtually 
out  limit.  Take  basic  hardware,  for  example.  The  smallest 
gent  device  that  can  participate  in  a  network  is  a  smart  care 
microprocessor  enclosed  in  a  plastic  casing.  Microprocessc 
be  incorporated  in  almost  anything  —  scanners,  vehicles,  rr 
detectors,  personal  digital  assistants,  laptop  computers  ai 
Each  of  these  building  blocks  can  be  strategic  to  a  busines: 
tion.  Achieving  coherence  and  effective  information  manag« 
requires  an  articulated  bluepnnt;  an  architecture. 

Study  respondents  were  asked  what  they  need  to  expar 
use  of  open  systems  in  their  organizations.  Architecture  issue 
right  to  the  top.  The  top  3: 

•  "Interoperability"  across  heterogeneous  systems  and  net 
(i.e.,  the  ability  of  many  physically  distributed  comput 
behave  like  a  single  computer) 

•  Overall  architecture  for  enterprise  open  systems  comput 

•  Access  and  management  of  heterogeneous,  netw 
databases 

Any  CEO  would  put  time  and  effort  into  reviewing  the  c 
of  a  new  physical  environment  for  the  corporation — a  new 


I 

1 


fort 
I'i" 
HIS 

,\1 
\ 


'  example.  Today's  progressive  executives  are  also  provid- 
itegic  leadership  in  the  architecture  of  the  new  information 
"iment. 

(ioiil'iisioii 
•••••• 

I  don't  know  where  you  are  going,  any  road  will  take  you 
:."  This  old  saw  applies  very  well  to  open  systems.  Survey 
indents  include  many  of  the  world's  leading  open  systems 
:s.  Seventy-one  percent  agree  with  a  fairly  rigorous  defini- 
■  open  systems:  "systems  based  on  vendor-independent 
cations." 

:hey  do  not  all  agree  on  what  technologies  are  genuinely 
Strong  consensus  (70%)  supports  the  view  that  the  UNIX 

ing  system,  which  is  indeed  based 

tten,  vendor-independent  specifi- 
is  "open."  But  nearly  half  believe 

5-DOS,  whose  design  is  controlled 

ingle  supplier  (Microsoft),  is  also 


this  confusior',  respondents  often 
the  suppliers  themselves.  In  a  sense, 
I  variation  on  the  problem  of  organi- 
il  readiness.  If  computer  users  are  to 
the  genuine  benefits  of  open  com- 
they  m ust  ta ke  matters  I  nto  thei r  own 
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hands:  the  price  of  freedom  is  responsibility. 

Many  organizations  have  concluded  that  solving  these  conun- 
drums does  not  contribute  all  that  much  to  their  business.  How 
does  keeping  current  with  ever-changing  information  technology 
contribute  to  the  core  business  of  a  retailer,  for  example?  This 
helps  explain  why  many  corporations  are  now  hiring  systems  inte- 
grators and  "outsourcing"  computer  services. 

The  ^  quality  jiap" 
•••••• 


The  good  news  is  that  suppliers  are  rushing  to  meet  the 
demands  of  users  who  wish  to  implement  open  solutions. 
The  bad  news  is  that  customers  believe  strongly  suppliers 
are  not  delivering  fast  enough  to  meet  the  complex  requirements 
of  open,  distributed  computing. 

Respondents  prioritized  22  different 
technology  requirements,  and  rated  the 
qual  ity  of  the  relevant  open  products  cur- 
rently available.  The  top  requirements 
were  for  "client/server  applications", 
"security  of  networked  systems",  and  "inte- 
grated system  and  network  management. " 
Note  that  two  of  the  top  three  require- 
ments have  to  do  with  the  need  to  improve 
control  over  this  new  environment. 

In  every  case,  respondents  rated  the 
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XTP:  The  Xpress  Transfer  Protocol 

W.  Timothy  Strayer,  Bert  Dempsey,  and 
Alfred  C.  Weaver 

What  is  XTP?  How  can  you  put  its  high  speed, 
flexible  futictionality  to  work  for  you?  This 
reference  has  it  all — comprehensive  infortnation 
on  the  origin,  features,  functionality,  advantages, 
operation,  and  use  of  this  protocol. 
0-:ni-W5l-7  e)l992.  Hardawr.  464  pages.  $41.95 


Network  Management: 
A  Practical  Perspective 

.Allan  Leinwand  and  Karen  Fang  Conroy 
.Network  administrators,  engineers,  and 
designers  as  well  as  interested  developers  will 
tmd  straightforward  answers  to  some  of 
networking's  toughest  questions  in  this  practical 
new  guide. 

0-20I-5277I-5  ©/9W.  Hardcover.  MI4  pages.  $41.95 

Communications  for  Cooperating 
Systems:  OSI,  SNA,  TCP/IP 

Rudolph  J.  Cysper 

Here's  a  detailed  vision  of  where  the  industry 
requirements  and  technology  will  take  networks 
in  the  coming  years. 

0-20I-50  775-7  ©1991  .Hardcover.  736  pages.  $52.75 
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Network  Management: 
Problems,  Standards,  Strategies 

Dr.  Franz-Joachim  Kauffels 
This  guide's  detailed  comparisons  pinpoint  the 
different  standards  of  today's  network  manage- 
ment systems  and  the  capabilities  they  possess 
for  solving  various  networking  problems, 
enabling  you  to  choose  the  system  that  best 
suits  your  purpose. 

11-201 -56534-X  (£)I992.  Hardcover.  2.U  pages.  $49.00 

Internet  System  Handbook 

Daniel  C.  Lynch  and  Marshall  T.  Rose 
0-201-56741-5  ©1993.  Hardcover.  700  pages.  $59.25 

The  Internet  Companion 

A  Beginner's  Guide  to  Global  Networking 

Tracy  LaQuey  and  Jeanne  C.  Ryder 

0-201-62224-6  ©1993.  Paperback.  192  pages.  $10  95 
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qual  i  ty  of  avai  lable  products  as  poor.  These  major  users  are  deter- 
rnined  to  achieve  open  environments  despite  the  difficulties. 
The  recessionary  environment  masks  the  impact  of  this  factor  on 
computer  capital  expenditures.  However,  the  evidence  sus- 
Sests  that,  as  the  technolosies  improve,  they  are  beins  rapidly 
absorbed  by  the  marketplace. 


The  Thive 
of  Tk~jiisr<Hiiiu(ioii 


\s  IIh'  iiirorinalioii      ciilcrs  its  scnnid  era,  mosi  op^aiii/iilioiis 
arc  hciii<t  rlialk'ii<ti'(l  i»  lU'yvUtp  and  iiiiiilcniciil  slni(«'<>;i<'s  lor 
Iraiisroriiialioii. 
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(Tiii>iiU'C'i'iiii>  (lie  liiisiiu'ss 


TIh'  old  lo4-liiHdo<>;)  |>aradi^iii  locked  eiileq>rise>  iiilo  old  on^aiii- 
;^alioiial  ^lrllelllres  as  Msleiiis  <-orres|ioiided  (o  llie  liierareliieal 
op^aiiiAalioii  eliarl.  Open.  neh>orked  roin|)nliii<>  enables  (he 
ereali«»n  of  open.  n<'lnorked  on^aiii/alioiial  stniefnres  and  hnsl- 
ness  processes.  Sncli  reen<iinecrin}»  can  occnr  a(  (he  le\el  of  (he 
hnsiiiess  (earn,  broader  bnsiness  pro«-csso  or  s(nic(ures  and 
(he  recasdn^  ore\(enial  reladonsbips  \\i(h  snppliei>,  cns- 
(omeiN,  allinhv  •;r«»ups,  and  e>en  conipe(i(ors. 
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eto(>liii<»  Tecliiiolo^ 


(►pen  s>s(enis  ba^e  e^ohed  (o  (he  p(»in(  where  en(eq)rises  can 
non  delliie  a  coinpn(in<£  "arclii(ec(nr<'"  which  is  indepcndeni  «>r 
sp<-4-il1c  snpplier  pr«Klnc(s.  Snch  archi(ec(nres  are  bas<'d  4»n 
s(andards.  cns(oiner  —  no(  \end(»r  —  owned,  modnlar.  and 
desi^fned  (o  enable  (he  or^ani/a(ion  (o  respond  (o  dynamic  bnsi- 
n<>ss  condi(ions.  I)el1iiiii<>;  a  (an^e(  archi(ec(nre  and  radoiial 
nii;;r4i(ion  plan  do«-s  iio(  nccessarih  mean  spendiii*!  more  on 
(ecbiiok»<f).  In  lad.  (>picall\.  (be  longer  an  eii(er|irise  wails,  (he 
more  i(  will  cos(. 
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caliuiiinu  i\w  IS  I  iiiu  tioii 


>lan>  Inlonnadon  S>s(ems  (IS)  depar(meii(s.  which  •>rew  ont  of 
(be  needs  of  (be  llisl  era.  are  becomin<f  inappropriate  (o  address 
(be  needs  ol  (Ih'  second.  \n  bis(oric  cliailen<fe  is  (o  realign  (he 
IS  Inncdon  wi(b  (b<-  bnsiness.  This  in)<d\es  clian<fes  (o  (he  loca- 
tion and  ownership  ol'IS  resonrces.  roles,  responsibilides.  skills. 
>iie(bods,  and  <»\erall  (he  rela(ioiislii|i  be(ween  IS  resonrces  and 
:be  bnsiness. 


Risk  factors 
•••••• 

Top  technolosy  requirements  for  open  systems  incluci 
intesrity  and  confidentiality  of  corporate  information,  ancjc 
ities  to  ensure  the  avai  labi  lit/ of  enterprise  information  resoa 
These  issues  have  always  been  uppermost  in  the  minds  of  x 
nolosy  manasers.  In  the  mature  mainframe  world,  these  i 
lems  are  far  from  solved.  And  when  the  mainframe  "soes  d(- 
it  can  affect  hundreds  —  even  thousands  —  of  users  simu^ 
ously.  In  distributed  computing  each  system  typically  sup 
a  limited  number  of  users  and  business  functions.  So  when 
tem  breaks,  the  impact  is  contained. 

On  the  other  hand,  with  distributed  computing,  the  corpoiat 
asset,  and  the  resources  which  support  mission-critical  bu 
functions,  are  dispersed  geographically  and  organizationally 
nizations  cannot  afford  to  place  a  highly  trained  computer  op,, 
at  ever/  site.  So  the  requirement  for  automated  tools  is  critic*^ 

liuliistiT  response 
•••••• 

This  study  IS  part  of  a  larger  program  of  X/Open,  which 
to  translate  user  requirements  into  supplier  solutions, 
pliers  pay  close  attention  to  the  resultsof  this  survey.  X/' 
is  currently  surveying  technology  vendors  to  measure 
responses  to  these  user  demands.  by  David 
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he  new  technology  enables  us  to  move  beyond  the 
tional  hierarchy  and  adopt  an  organizational  model 
IS  based  on  client  and  service  functions.  Enterprise' 
thereby  become  more  responsive  and  customer  oriented. 

Through  the  research  and  implementation  experiences  aj|Al( 
ber  of  guidelines  for  the  IT-enabled  reengineering  of  wor 
terns  were  developed.  Among  them: 

1 .  Business  people,  not  IS  professionals,  must  own  anc 
trol  the  worksystem  redesign  program.  Work  reenginee 
not  something  that  the  IS  department  can  do  for  you  (or  to 
Reengineering  does  have  a  high  technology  and  systems  co 
Hangover  approaches  from  the  first  era,  in  which  the  IS  d 
ment  conducts  or  even  leads  a  systems  analysis,  are  oftenljQ^" 
propnately  applied  to  the  second  era  challenge.  The 
reengineering  is  essentially  a  learning  program  which  mi 
undertaken  by  those  who  will  learn  to  work  together  diffen  |tCL 

2.  Throughout  a  program  go  for  the  Quick  Hits.  These  a 
changes  which  can  be  made  prior  to  the  implementatio'f 
new  worksystem.  Quick  hits  provide  momentum,  encoii 
ment  and  credibility  for  the  program. 

3.  Communications  with  those  involved  can  make  it  or  U- 
it.  You  need  consistent  and  clear  communications  betwe 
various  stakeholders.  New  worksystems  are  one  of  thos 
things  which  are  best  designed  by  committee.  Workshop: 
sentations,  position  sheets,  informal  collaboration  are  essei 
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LRiiONfrom  Data  General- the  faster,  smaller, 
IX  "open  storage  systems  that  connect  to  IBM,  SUN,  HP,  UNISYS  and  ICL 
J  price  that's  music  to  your  ears! 

mter  companies  eveiywhere  have  been  making  a  lot  of  noise  lately  about  UNIX  open  storage  systems. 

roblem  is  that's  all  they've  been  making-noise !  At  Data  General,  we've  gone  quietly  about  our  business  and  have  actually  created 
kable  open  storage  systems  called  CLARiiON.  And  CLARiiONis  one  call  eveiyone  should  heed  because  CLARiiON  connects  to 
MIXsystems-based  IBM  RS/6000.  SUN  SPARCsei-ver600  series.  HP9(XM)-800  senes.  UNISYS  U6(XX)  series  and  ICL  DRS  6000. 
iID  technology  vastly  increases  the  storage  capacity  and  high  availability  ot'tiiese  systems. 
rLARiiON  does  it  all  for  a  price  tliat's  so  low  it  will  tit  right  in  with  the  ihylhm  of  your  budget 

;11  as  under  your  desk ) !  So  if  you  want  uninteniipted  data  access,  data  loss  protection,  ^^^M    FJof  o  CiPMPr?)  1 

ostdataredundancy  and  increased  disk  peiformtince,  all  ofwhich  you  can  maintain  yourself,  ^^^mw/v,     tu  w  u 

CLARiiON  and  Cidl  1- 800-DATA GEN  is  goh^g! 

^"^'^         ~     -    -    -  -Ti  ~ 
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INVESTING  IN  A 
COiVIRLEX  COIVIPUTER  SOLUTION 
IS  ONE  THING.  RUTTING  IT  ALL 
TOGETHER  IS  OUITE  ANOTHER. 


We  proudly  announce  the  birth  of  Control  Data 
Systems.  ■  A  worldwide  company  whose  sole 
reason  for  existence  is  to  integrate  powerful 
solutions  into  complex  computing  environments. 

■  So  organizations  are  more  streamlined  and 
efficient.  And  able  to  not  only  survive  in  a  highly 
competitive  business  climate,  but  thrive.  ■  A 
company  that  is  uniquely  qualified  to  provide 
open  systems  solutions.  ■  With  the  operating 
systems,  the  software  applications,  and  the 
networking  and  information  management  tools 
to  pull  whole  organizations  together.  ■  And  the 
ability  to  integrate  powerful,  open-standards 
solutions  into  existing  corporate  environments. 

■  All  of  which  can  be  attested  by  its  years  of 
experience  of  doing  just  that  for  such  organizations  as 
NASA,  Volkswagen,  Lamborghini  and  the  U.S. 
Army  Corps  of  Engineers.  ■  For  more  information 
on  how  Control  Data  Systems  can  simplify  your 

life,  call    1  -  800-237-OPEIM 


BRIMGIMG      ORDER      TO      YOUR       COMPLEX  WORLD 


CONTROL 
DATA 


-'.A  ".Vro!  rXito  Systems,  Inc. 
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the  minefields  of  misunderstandins,  insecurity  and  disen- 
nent  from  the  program. 

olve  the  IS  people.  The  flip  side  of  the  mistake  of  leaving 
;  to  the  IS  people  is  to  not  involve  them.  We  have  seen  this 
ce  made  numerous  times,  typically  with  unhappy  conse- 
:es.  Lacking  IS  know-how,  the  technology  role  in  enabling 
vorksystems  is  not  conceived. 

cus  on  benefits.  Every  change  which  is  identified  can 
I  set  of  corresponding  benefits.  It  should  also  have  specif- 
ividuals  who  are  accountable  for  these  benefits  when  the 
mentation  begins. 

asure.  As  the  law  goes  "you  can't  change  what  you  can't 
jre,"  and  make  sure  you  measure  the  right  things.  Rethink 
'ou  measure  business  success.  If  you  have  an  objective  to 
ve  service  quality,  then  you  need  to  establish  new  service 
and  corresponding  measures. 

nk  Big.  Start  Small.  It  makes  sense  to  iteratively  redesign 
ystems,  through  various  releases  of  bundled  changes.  Some 
described  this  as  prototyping  or  pilots. 
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ETOOLKVG  TIIE  TECHNOLOa 
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/hen  It  comes  to  the  technology  transition,  there  is  a  big 
problem.  As  put  by  X/Open's  George  Shaffner  "The 
irresistible  force  of  open  systems  has  met  the  immov- 
)bject  of  a  $3  trillion  installed  base  of 
'  systems."  The  most  frequently  raised 
■acing  IS  executives  is  how  to  manage 
insition  to  a  fundamentally  new  com- 
;  environment,  given  the  huge  invest- 
I  in  Era  1  technology,  software  and 
tise. 

<  Hopper  of  American  Airlines  put  it 
"We...  are  in  the  process  of  making 
ifttoEra2.  Conceptually weare there, 
jnderstand  conceptual  ly  that  the  new 


new  business  environment  will  assuredly  bring.  If  you  can  model 
such  a  target  architecture  and  compare  it  to  a  model  of  your  cur- 
rent situation,  it  should  be  possible  to  begin  to  plan  a  migration 
route. 

This  challenge  is  fundamentally  different  from  implementing 
the  "productectures"  or  specific  system  designs  which,  in  the 
first  era,  were  misieadingly  called  "architectures." 

A  new  approach  to  architecture  is  required  to  embrace  the 
new  technology  paradigm  and  to  deliver  required  information  and 
software  applications  which  cross  and  help  melt  organizational 
boundaries.  It  is  needed  to  enable  continual  evolution  of  infor- 
mation technology  over  time,  to  encompass  new  business 
requirements  and  new  innovations  in  technology  which  may  come 
from  unpredictable  vendor  sources- 
Through  standard  components  and  interfaces,  organizations 
can  createa  dynamic  technology  infrastructure  which  can  address 
constantly  changing  requirements.  Standardsenablearchitectures 
to  be  modular,  vendor  independent,  and  loosely  coupled  with 
interchangeable  parts.  Yet  at  the  same  time  standards  can  enable 
the  construction  and  evolution  of  coherent,  integrated  technolo- 
gy environments  as  an  enterprise  backbone  and  as  a  basis  for 
computer  interaction  with  the  external  suppliers,  consumers, 
stakeholders,  and  business  partners. 

Such  an  architecture  can  also  enable  the  temporary  preserva- 
tion of  the  installed  base,  as  appropriate,  while  enabling  new 
applications  to  be  implemented  using  client/server  environments. 
Legacy  systems  can  exist  in  the  network  computing  environment 


igm  IS  the  goal,  the  big  issue  is  how 
t  there...  If  we  were  starting  from 
:h,  we  would  do  it  differently.  But 
not  starting  from  scratch." 
en  it  comes  to  information  technolo- 
you  don't  know  where  you're  going 
)ad  will  take  you  to  perpetuation  of 
egacy.  To  break  from  the  cycle,  you 
to  define  a  fargef  information  tech- 
y  architecture  which  embraces  the 
paradigm  -  that  is,  an  architecture 
i  on  standards,  not  vendor  products, 
riented  to  network,  not  host  comput- 

;h  architectures  are  not  designed  sim- 
meet  the  specific  application  needs 
hort-term  business  strategy.  Rather, 
must  be  dynamic  and  flexible, 
ing  the  pursuit  of  unforeseen  business 
irtunities  and  imperatives  which  the 
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"  Tapscott  and  C^aston  paint  a  picture  ot  the  tuture  of 
Information  Technolog}'  which  is  both  fascinating  and 
wholly  credible." — Gilbert  P.  Williamson, 
Chairman  and  CEO,  NCR  Corporation 

"  This  is  an  important  book.  R.xecutives  who  ignore  it 
do  so  at  their  own  peril." — Paul  Allaire,  Chairman 
and  CEO,  Xerox  Corporation 

".'\n  insightful  analysis  ot  the  coming  revolution  in 
international  business  enabled  by  the  application  ot 
advanced  information  technology." — Joseph  T. 
Brophy,  President,  Travelers  Insurance  Co. 

"A  most  informative  and  enlightening  book." — Ma.x 
D.  Hopper,  Senior  Vice  President,  Information 
Systems,  American  Airlines 

"Anyone  dependent  upon  the  infomiation  industry  can 
benefit  fi-om  this  insighttiil  book!" — Earl  F.  Wheeler, 
Senior  Vice  President  and  General  Manager  of 
Programming  Systems,  IBM 
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by  treating  their  proprietary  hosts  as  servers  on  the  network  until 
sucn  time  as  the  applications  can  be  redesigned  to  take  full  advan- 
tage of  client/server. 

The  key  is  to  ensure  that  new  investments  in  technology,  howev- 
er great  or  small,  contribute  to  a  desired  future  rather  than  strength- 
en the  legacy  walls  that  exist  throughout  the  organization. 
Once  you  know  where  you  are  going,  a  second,  closely  related 
requirement  is  to  know  how  to 
get  there.  Walter  De  Backer,  for- 
mer Director  of  Informatics  for  the 
Commission  of  European  Com- 
munities, made  considerable 
progress  in  moving  the  C EC  to  a 
standards-based  architecture. 
One  conclusion  the  Commission 
reached  is  that  strategy  and 
migration    are    both  unique 
propositions.  De  Backer  told  us: 
"no  two  organizations  which 
adopt  open  systems  wi  1 1  have  the 
same  migration  path." 

The  new  approaches  to  archi- 
tecture focus  on  the  adoption  of 
architectural  principles  —  high- 
level  statements  of  direction 
regarding  the  business  and  its 
application  of  technology. 
Architectures  also  include  the 
development  of  high-level  mod- 
els of  work  organization  (client 
and  service  functions),  informa- 
tion (data  text,  voice  and  image), 
applications(generic  application 
environments  which  cross  orga- 
nizational boundanes),  and  tech- 
nology (services  and  client/server 
platforms.) 

There  is  much  to  be  learned 
from  the  organizations  that  are  successfully  retooling. 

To  begin,  ensure  that  architecture  planning  is  driven  by  senior 
business  people,  not  technologists.  Consider  the  case  of  the 
large  bank  which,  as  part  of  an  architecture  project,  adopted  the 
princ  iple  '  Al  I  customers  wi  1 1  be  treated  as  a  customer  of  the  bank, 
not  just  of  the  business  unit  they  contact." 

This  wasa  radical  departure  from  the  previous  situation  in  which 
a  customer  was  seen  as  a  savings  account,  a  mortgage,  a  VISA 
account,  a  car  loan — anything  but  a  customer  of  the  bank — given 
the  islands  of  technology  and  corresponding  organizational  struc- 
tures which  existed.  Such  islands  created  restricted  pockets  of 
data  and  prevented  the  development  of  customer  marketing  and 
service  programs.  The  adoption  of  such  a  principle  is  funda- 
mentally changing  the  way  the  bank  does  business  as  well  as  its 
technology  infrastructure.  It  is  clear  that  such  far-reaching  con- 
clusions can  not  appropriately  be  made  by  technologists. 

Further,  if  the  key  business  stakeholders  throughout  the  organi- 
zation have  not  been  central  to  the  development  of  the  architec- 
ture. It  IS  likely  to  remain  as  shelfvvare.  An  architecture  program 
should  help  spawn  a  new  culture  and  a  new  vision  of  how  tech- 


nology can  support  the  business. 

As  a  result,  it  makes  sense  to  view  such  projects  as  progra  5 
organizational  change,  rather  than  technology  undertakings,  in 
by  focusing  on  the  process  of  change,  the  achievement  o\y. 
ownership,  and  the  definition  of  common  interests  acro5;tf 
enterprise,  can  ^  program  lead  to  widely  supported  chanjs 
technology  and  the  functioning  of  the  business. 


There  is  a  certain  urgency  in  undertaking  an  architecture  pre? 
Walter  DeBacker  argues  that  "the  longer  an  enterprise  w<? 
defining  a  target,  the  greater  the  inertia  and  investment  in  its- 
cy  systems  -  in  turn  demanding  conversions  to  the  new  pi.' 
rather  than  orderly  migration."  Dubbed  by  DMR  as  f!  - 
Law,"  It  recommended  that  organizations  undertake  a  proc  s 
define  and  migrate  to  a  standards-based  architecture  as  sq 
possible. 
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As  with  the  technology,  the  walls  between  the  tradi 
Information  Systems  (IS)  department  and  the  rest  1 
business  are  falling  in  ways  which  few  anticipated. 
In  the  early  days  of  computing,  the  mantle  of  leadership  wa 
by  the  professionals  and  managers  in  the  IS  department, 
organization  grew  out  of  the  needs  and  constraints  of  the  fii 


Banyan  now  offers 
two  ways  to  get  enterprise 
wide  networking. 


Traditional. 

For  years,  the  world's  largest  enterprise 
networks  have  run  on  Banyan  VINES." 
Banyan  is  the  leader  in  enterprise-wide 
PC  networking. 

Others  try,  but  none  can  equal  our 
ability  to  integrate  PCs,  minicomputers 
and  mainframes. 

This  is  because  VINES  was  built  for 
the  enterprise -not  the  workgroup.  Our 
enterprise  network  services  are  unified 
for  a  single  system  view,  creating  a 
network  that  is  infinitely  easier  to  use 
and  manage. 

In  fact,  independent  research  shows 
VINES  is  also  the  most  cost-effective 
network. 

Indeed,  no  matter  how  large  your 
VINES  network  becomes,  expense  will 
always  be  held  to  the  barest  minimum. 

This  effortless  expansion  is  made  pos- 
sible in  part  by  StreetTalk,'  the  industry's 
best  global  directory,  plus  enterprise- 
wide  services  such  as  administration, 
security  and  messaging,  which  speeds 
and  streamlines  network  tasks,  making 
network  managers  far  more  productive. 

Field-proven  and  perfected  over  nine 
years,  VINES  is  a  critical  component 
of  some  of  the  world  s  largest  computer 
networks.  And  is  used  by  nearly  two 
million  eminently  satisfied  people. 

For  more  information  on  Banyan 
VINES,  call  1-800-828-2404. 
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Outrageous. 

Are  we  really  suggesting  loyal  NetWare* 
customers  turn  to  Banyan  to  fulfill  their 
dreams  of  enterprise-wide  networking? 

Absolutely! 

Introducing  ENS.  You  can  have  enter- 
prise network  capability  for  your  2.X,  3.X, 
and  4.x  workgroups  without  disrupting 
your  current  environment  or  budget. 

ENS  from  Banyan  is  not  a  network  oper- 
ating system.  It's  a  powerful  family  of 
unified  software  products  that  will  give 
users  and  managers  immediate  advantages: 

1 .  StreetTalk.  The  best  global  naming 
and  directory  system  available  anywhere 
-the  key  to  greatly  simplified  manage- 
ment and  ease  of  use.  2.  The  ability  to 
add  users,  access  profiles,  and  security 
data  all  at  once,  across  the  entire  network. 
3.  Single  system  integration  of  all  NetWare 
users,  regardless  of  network  revision- no 
upgrades  are  necessary. 

Outrageous,  yes,  but  what  potential! 
Products  that  will  tiirn  your  NetWare 
workgroups  into  a  true  enterprise-wide 
network.  A  whole  new  class  of  network 
capability  to  increase  your  IS  utilization, 
reduce  costs  and  increase  productivity. 
Don't  commit  to  any  upgrades  until 
you  have  assessed  ENS,  the  ultimate 
NetWare  enhancement. 

For  more  information  on  Banyan  ENS, 
call  1-800-828-2404. 
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of  information  technolosy.  The  demands  of  the  second  era  are 
causins  IS  manasement,  their  superiors  and  the  internal  customers 
of  IS  to  rethink  the  nature,  purpose,  structure  and  manasement  of 
the  IS  function. 

Many  senior  manasers  are  comins  to  the  conclusion  that  the 
old  orsanization  is  inappropriate  to  meeting  the  needs  of  the 
new  environment.  As  is  the  case  with 
open  systems,  the  walls  of  the  first  era 
are  falling  as  computing  expertise 
migrates  into  business  units  and  as 
information  technology  and  business 
goals  converge. 

Growing  numbers  of  IS  stakeholders 
in  every  organization  are  taking  on 
important  responsibilities  for  IS  strate- 
gy, implementation  and  leadership  - 
beginning  with  their  own  personal  use 
and  that  of  their  workgroups,  enter- 
prises and  external  partnerships. 

This  IS  leading  to  a  realignment 
between  the  IS  function  and  the  busi- 
ness. A  central  question  is  "which 
organizational  structures  can  maximize 
the  contribution  of  IS  to  the  business 
and  enable  us  to  make  the  transition^" 

Many  different  approaches  have 
been  employed,  including  centraliza- 
tion of  IS;  decentralization  (the  cre- 
ation of  small  IS  departments  which 
report  through  a  central  IS  stovepipe), 
establishment  of  IS  as  a  profit  center, 
spinning  out  IS  into  a  separate  com- 
pany,- and  outsourcing  IS  to  an  exter- 
nal contractor. 

There  is  no  one  right  approach  for 
all  organizations  at  all  times.  Howev- 
er, for  many  organizations  the  disper- 
sion of  IS  resources  down  and 
outward  to  the  business,  combined 
with  strong  corporate  adherence  to 
standards,  has  been  found  to  maxi- 
mize IS  contribution.  The  key  issue 
appears  to  be  which  IS  functions 
should  be  dispersed,  as  clearly  some 
activities  such  as  overseeing  corpo- 
rate networks  and  developing  enterprise-wide  applications 
should  typically  report  through  an  IS  stovepipe- 
There  are  strong  business  pressures  for  dispersion.  One  is  that 
centralized  IS  often  has  a  huge  backlog  which  is  unacceptable 
given  the  intense  competitive  pressures  of  the  business  environ- 
ment. Many  organizations  which  undertook  a  dispersion  pro- 
gram —  moving  IS  planning  and  systems  development  outward 
into  the  business  units  —  indicated  that  they  simply  "had  to  do 
It"  to  get  software  developed  in  time. 

Further,  the  technology  paradigm  shift  has  made  it  possible  to 
i'sperse.  In  the  first  era  ,  IS  was  centralized  because  the  tech- 

oiogy  required  this  approach.  Grosch's  Law  -  the  more  appli- 
ens  that  can  be  combined  on  a  computer,  the  cheaperthe  cost 


\o  l»o  oi^faiii/alions 
which  adopt  open  systems 
nill  haw  the  same  migration  path 


of  processing —  dominated  thinking.  This  "bigger  is  bett.'k 
to  centralized  systems  which  required  a  centralized  IS  furtic 
Grosch's  law  has  been  turned  upside  down  by  ope  c 
tributed  computing,  in  which  microprocessor  power  ty- 
costs  a  tenth  or  a  hundredth  the  cost  of  the  traditional  ser . 
ductor  power  found  in  large  mainframe  computers. 

Further,  the  grov^h  of  netw-: 
and  standards  enables  an  entor 
to  distribute  computing  pov 
the  one  hand,  but  have  an  in 
ed  computing  platform  for  the 
prise  on  the  other.  Open  s\ 
enable  organizations  to  hav: 
cake  (empowered  business 
owning  their  own  IS  resource 
eat  it  too  (having  a  corporate 
tecture.) 

Overall  the  shift  in  the  influenc 
information  systems  decision; 
from  the  centralized  data  proc: 
function  to  individual  busines, 
and  users  of  the  technoloj 
brought  many  changes,  S- 
expertise  and  personnel  ate 
located  where  the  technoi- 
being  used.  Companies  are  n)v 
their  IS  professionals  into  bir 
areas  to  serve  specific  use 
through  these  initiatives  establ 
true  partnership  between  IS  ani. 
ness.  As  well,  they  are  incr© 
using  external  resources  to  helf 
age  the  transition, 
A  realignment  strategy  shoul 
from  an  overall  strategy  for  the 
IT  within  the  enterprise  and 
tioning  to  the  new  paradigm. 
One  of  the  most  stnking  fine 
that  leadership  for  transfori 
could  come  from  virtually  any 
in  an  organization.  The  secre 
Citibank  who  led  in  implement 
new  paradigm;  theCEOatArr 
Airlines  who  was  able  to  stanc 
from  his  successes  in  th' 
paradigm  to  set  out  on  a  course  for  the  new;  or  the  Presic 
Travelers  who  created  a  new  company  based  on  infort 
technology. 

Open  systems  are  becoming  a  driver  for  change  in  ou 
nesses,  our  technology  and  our  structures  for  leadership, 
the  evidence  indicates  that  individuals  through  an  organi 
regardless  of  position  or  special  talents  many  have  a  role  t 
in  making  the  transition. 


Written  by  Don  Tapscott,  with  Art  Caston,  Del  Lansdon 
Hollyman,  and  David  Ticoll  of  DMR.  DMR  is  a  leading 
tional  provider  of  information  techinolosy  services  to  t 
and  public  enterprises  inquiries  in  the  US  may  be  dir? 
617-237-0087;  in  Canada,  416-363-8661 . 
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BALKANIZED  AND  BYZANTINE 

An  outdated  regulator^'  apparatus  is 
keeping  banks  and  insurance  companies 
from  growing  and  competing  in  the 
vastly  expanded  financial  marketplace. 
The  entire  framework  needs  to  be 
rethought  and  restructured  with  free- 
market  reforms — but  tempered  with  a 
large  dose  of  responsibility 


134 

THE  VIRTUES  OF  PATIENCE 

For  too  long,  short-term-investment 
strategies — aimed  at  quick  stock-price 
runups — have  ruled  the  market.  But 
this  myopia  has  stunted  R&D  and 
stymied  long-term  growth.  Now,  some 
new  studies  suggest  ways  to  promote 
shareholder-manager  trust  and  allow 
companies  to  attract  'patient  capital' 
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WALL-LESS 
TREET 

ew  York  to  Tokyo  to 
London  to  New  York: 
he  movable,  24-hour 
currency  market  is 
perhaps  the  most  vivid 
expression  of  today's 
Concorde  economy. 
Trouble  is,  much  of  the 
U.S.  financial  system  is 
still  stuck  in  the  era  of 
the  Queen  Mar\;  Cant 
we  fix  it — please.'^ 


WALL  STREET 

BY  KEN  KERBS/DOT 
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MONEY  &  BANKING 


FEWER  PIECES, 
A  BETTER  FIT 

OLD    LIMITS   AND   WEAK    RULES   MUST  GO 


OTalk  about  the  V.  S.  financial  sys- 
tem, and  there's  no  end  to  glowing 
superlatives.  It  has  been  described 
as  the  most  innovative,  the  most  competi- 
tive in  the  world.  But  it's  quite  another  sto- 
ry when  you  describe  fmancial  institu- 
tions— notably  banks  and  insurance 
companies.  Very  quickly,  acclaim  turns  to 
castigation:  skimpy  capiuil,  risky  assets,  and 
Byzantine  regulations  that  guide  business 
by  statute,  not  strategy.  As  a  result,  the 
I '.  H.  is  home  to  some  of  the 
shakiest  fmancial  firms  in 
the  world. 

It's  a  paradox  that  has  be- 
deviled American  finance  for 
more  than  half  a  centur\  .  In 
the  wake  of  the  disruptions 
that  swept  through  the  sys- 
tem after  the  stock  market 
crash  in  1929,  lawmakers 
zealously  reined  in  the  un- 
bridled competition  among 
financial  firms.  To  put  curbs 
on  far-tlung  behemoths,  they 
balkanizcd  financial  servic- 
es— the  idea  being  that  the 
economy  would  be  better 
protected  if  all  the  players 
were  kept  small,  localized, 
and  sharply  limited  as  to 
function. 

Today's  marketplace  for 
financial  sen  ices  bears  little 
resemblance  to  the  Depres- 
sion \'Ad.  Lawmakers  in  the  19.^()s  never 
envisioned,  for  instance,  the  emergence  of 
mutual  funds.  The  fund  industr\  now  con- 
trols $1.4  trillion.  And  though  mutual-fund 
accounts  often  replicate  bank  accounts, 
they  are  relatively  unregulated.  "The  re- 
quirements of  the  financial  structure  have 
outstripped  the  old  definitions,"  says 
George  J.  Vojta,  vice-chairman  at  Bankers 
Trust  New  York  (^orp.  "The  roles  that 
we've  had  in  place  for  60  years  just  aren't 
\'.orkable  in  the  marketplace." 

The  radically  changed  environment  has 
certainly  created  some  winners — but  also 
iMariy  losers.  Free  of  cumbersome  regula- 
.ions  and  able  to  quickly  respond  to  cus- 


The  S&L 
fiasco  showed 
the  folly  of 
giving  financial 
managers  new 
powers  without 
reasonable 
restrictions  on 
how  the'y  can 
use  federall'y 
insured  funds 


tomer  needs,  the  securities  industry  has 
thrived.  Wall  Street  is  regarded  as  the  world 
leader  in  engineering  new  financial  prod- 
ucts and  strategies.  The  same  can't  be  said 
for  banks.  Prohibited  from  diversifying  into 
more  profitable  businesses,  banks  have 
sought  to  maintain  margins  by  making  ever 
riskier  loans,  often  with  disastrous  results. 
Since  1980,  more  than  1,500  banks  have 
failed.  And  now,  the  list  of  insurance -com- 
pany fatalities  is  also  on  the  rise,  largely 
because  of  poor  o\'ersight 
that  allowed  insurers  to  in- 
vest in  shaky  securities,  such 
as  junk  bonds.  Mutual  Ben- 
efit, Executive  Life,  Mon- 
arch, and  First  Capital  were 
among  the  biggest  insurers 
to  tail  last  year,  forcing  thou- 
sands of  customers  to  settle 
for  a  fraction  of  their  policies' 
cash  value. 

The  more  enduring  wor- 
ry is  that  ailing  financial  in- 
stitutions won't  be  able  to 
fuel  U.  S.  economic  growth. 
That's  true  in  the  current 
credit  crunch  at  home. 
Burned  by  too  many  bad 
loans,  banks  are  more  hesi- 
tant nowadays  to  extend 
credit.  And  it's  becoming 
even  more  apparent  in  the 
global  marketplace,  where 
U.  S.  banks,  preoccupied 
with  problems  at  home,  are  nearly  absent  at 
a  time  when  luiropean  and  Japanese  com- 
petitors have  steadily  expanded.  Says  An- 
thony M.  Santomero,  professor  of  finance  at 
the  Wharton  School:  "We're  out  of  step 
with  the  rest  of  the  world." 

FREEDOM  NOW.  If  inept,  ineffectual  regu- 
lation bears  much  of  the  blame  for  the 
problems  confronting  financial  institutions, 
then  deregulation  is  the  surest  cure.  Banks, 
insurance  companies,  and  securities  firms 
should  be  free  to  compete  in  each  others' 
businesses. 

\\  here  to  start.'  (jiven  the  perils  confront- 
ing them,  banks  need  the  most  immedi- 


ate attention.  One  way  to  create  healthier 
banks  is  to  hasten  consolidation  among  the 
nation's  11,716  commercial  banks,  by  al- 
lowing them  to  diversify  geographically 
without  restraints.  Many  states  already  ac- 
cept interstate  banking.  While  there's  still 
a  debate  over  whether  bigger  banks  are 
more  efficient,  it's  clear  that  interstate 
branching  would  lessen  the  vulnerability 
of  local  banks  to  regional  conditions.  When 
the  New  Fngland  economy  slumped  in 
19S9,  banks  in  the  region  had  nowhere  to 
hide.  .'\s  real  estate  prices  tumbled  and  un- 
employment rose,  virtually  every  bank  suf- 
fered. Fhe  Bank  of  New  Flngland  Corp. 
eventually  collapsed. 

Barriers  that  have  prohibited  bank  diver- 
sification, such  as  the  Glass-Steagall  Act  of 
1933,  have  also  outlived  their  usefulness. 
Banks  are  increasingly  at  a  disadvantage  in 
the  marketplace.  At  the  same  time  they're 
prevented  from  expanding  into  new  areas, 
nonbank  competitors  are  increasingly  eating 
away  at  their  franchise.  American  Tele- 
phone &  Telegraph  Co.'s  immensely  suc- 
cessful credit-card  business  is  a  glaring  ex- 
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pic.  True,  critics  of  rctorni  question 
ether  banks  can  successfully  manage 
.V  businesses  given  their  past  record.  But 
iny  analysts  contend  that  the  poor  re- 
ts are  symptomatic  of  hea\7  regulation 
It  insulates  the  industry-  from  competi- 
e  forces. 

Vlany  banks  have  learned  to  thrive  in 
ntraditional  ventures.  Such  institutions 


as  (Jiticorp  and  (ihasc  .Manhattan  have 
launched  successful  mutual  funds.  The  de- 
mand for  such  services  extends  far  beyond 
big  banks.  Raymond  James  Financial  Inc., 
a  brokerage  in  ,St.  Petersburg,  has  had  sur- 
prising success  selling  securities  in  a  joint 
\enturc  with  local  banks  and  thrifts.  Says 
Tim  I  'cckcr,  an  investment  counselor  w  ho 
participates  in  the  program;  "Being  in  a 


bank,  I  get  to  v\  here  people  trust  me  much 
sooner  than  if  I  was  at  a  brokerage.  !  lere, 
[)eoplc  want  a  recommendation  [from  me) 
in  l.S  or  20  minutes." 

What's  more,  lifting  barriers  on  banks 
will  increase  competition  in  other  markets 
and  lead  to  better  service.  That's  especial- 
ly true  in  the  securities  business.  Critics 
complain  that  the  handful  of  big  Wall 
Street  fimis  are  precxcupied  with  big  cf)rp(> 
rate  clients  who  can  afford  fat  fees.  Let- 
ting banks  compete  more  effectively  with 
the  Street  would  force  firms  to  be  more  at- 
tentive to  other  clients,  especially  small  and 
midsize  companies. 

SMALLER  NET.  A  key  part  of  any  broad  bank- 
reform  move  would  involve  insurance  on 
deposits.  The  savings  and  loan  fiasco  dem- 
onstrated the  folly  of  giving  financial  man- 
agers expanded  powers  without  reas(jnable 
limits  on  how  they  use  federally  insured 
deposits.  Many  economists  suggest  that 
federal  deposit  guarantees  should  be  sharp- 
ly curbed.  A  dramatic  reduction  in  deposit- 
insurance  le\els  v\-ould  force  institutions  to 
satisfs'  customers  that  their  savings  are  safe, 
while  limiting  federal  protection  to  smaller 
depositors. 

A  particularly  intriguing  approach  to  de- 
posit insurance  would  force  banks  to  segre- 
gate certain  fimctions.  Some  experts  such 
as  consultant  I>owell  L.  Bryan  of  McKinsey 
&  (^o.  believe  insured  deposits  should  be 
held  by  a  "core"  bank,  which  would  be  re- 
stricted to  making  low-risk  loans  to  consu- 
mers and  small  companies.  Banks  would 
be  barred  from  using  insured  deposits  to 
fund  other  activities.  If  they  wanted  to 
make  larger  and  riskier  loans,  they  would 
have  to  raise  funds  from  the  capital  mar- 
kets. Banks  would  be  able  to  pursue  such 
businesses  as  insurance  and  securities 
under\vriting,  but  would  have  to  obtain 
capital  from  outside  in\estors,  just  as  se- 
curities firms  do. 

In  addition  to  structural  refcjrm,  more  fi- 
nancial disclosure  is  needed,  (lompanies 
should  pro\  ide  a  clearer,  more  detailed  pic- 
ture of  their  balance  sheets.  Securities  fimis 


COMPETITION 

REGULATION 

SAFETY 

SERVICE 

r  Break  (hncn  Depyession- 
ra  regulatory  harriers  that 
estrict  financial  services 
ompanies  to  specific  busi- 
esses.  Allowing  companies 
ree  rein  to  create  hankinti, 
ecurities,  or  insurance  sub- 
idiaries  will  lead  to  a  more 
ompetitive  and  more  effi- 
icnt  industry 

ifStreamline  the  current 
overlapping,  muddled,  and 
often  conflicting  regulatory 
framework.  7 he  new  finan- 
cial industry  will  need  a 
super-regulator  to  oversee 
diversified  holding  compa- 
nies and,  ifnecessaty,  en- 
force barriers  between 
subsidiaries 

ir  Make  financial  services 
more  widely  available  to 
small  businesses  and  minor- 
ity groups.  The  Community 
Reinvestment  Act,  which 
encourages  banks  to  lend  to 
impoverished  areas,  should 
be  strengthened.  Extend 
similar  requirements  to  in- 
surance companies 
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routinely  assess  then  sei  hikicn  ImMini^s  at 
market  value,  not  initial  purchase  prices. 
Banks  and  insurance  companies  should  be 
obliKcd  to  do  so,  too.  Not  only  would  in- 
vestors, depositors,  and  policyholders  get 
a  better  idea  of  the  strength  of  a  particu- 
lar institution,  but  an  accurate  accounting 
would  also  prevent  sudden  surprises. 

The  virtues  of  marking  assets  to  market 
value  has  been  amply  demonstrated  in  re- 
cent years.  When  Drexel  Burnham  Lam- 
bert Inc.  filed  for  bankruptcy  in  1990,  its 
assets,  which  had  been  carried  at  market 
value,  were  disposed  of  gradually  and  with- 
out major  disruption.  The  situation  was 
quite  different  the  following  year,  when 
Bank  of  New  England  failed.  Its  assets 
were  not  carried  at  market  value.  Unsure 
of  the  bank's  net  worth,  the  hederal  De- 


THE  LAWMAKER 


'The  present  system 
contains  too  many 
loopholes.  An 

effective 
national  system  is 

needed*' 


JOHN  DINGELL 

House  (Commerce  Committee 


posit  Insurance  Corp.  worried  that  BNE 
would  collapse  precipitously  and  endanger 
the  financial  system.  The  agency  decided 
BNE  was  "too  big  to  fail"  and  shelled  out 
$2.5  billion  to  facilitate  a  rescue. 

SLACK  STANDARDS.  Capital  requirements 
should  be  strengthened  as  well.  The  ability 
to  withstand  losses  is  critical  in  today's  fi- 
nancial marketplace.  (Commercial  banks 
are  already  under  pressure  from  regulators 
to  build  core  capital,  mostly  common  eq- 
uit\',  through  retained  earnings  or  stock  of- 
ferings. A  separate  risk-based  ratio  ret|uires 
lenders  w  ith  more  chancy  portfolios  to  ha\  e 


THE  BANKER 


Old  definitions  are 
outmoded,  "The  roles 
we've  had  in  place 

for  60  years  just 
aren't  workable  in 

the  marketplace" 


GEORGE  VOJTA 

Bunkers  Trust 

even  more  capital  on  hand.  And  similar 
guidelines  are  needed  for  insurance  compa- 
nies, where  capital  standards  are  sometimes 
appalling. 

The  broader  framework  of  regulation  also 
needs  to  be  rethought  and  restrucaired.  Fi- 
nancial institutions  should  be  regulated  on 
the  basis  of  function,  not  business  struc- 
ture. Companies  that  perform  banking  ac- 
tivities should  be  overseen  by  banking  reg- 
ulators, whether  they  call  themselves  banks 
or  not. 

Regulation  of  diversified  financial  compa- 
nies w  ith  multiple  subsidiaries  poses  special 
problems.  A  kind  of  super-regulator  should 
be  set  up.  After  all,  it's  conceivable  that 
the  activities  of  Citicorp  and  Merrill  Lynch 
&  Co.  could  someday  be  identical. 

Elsewhere,  howc\er,  some  regulatory 
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There  are  a  number  of  reasons  to  use  Lexmark 
inal  replacement  toner  in  your  IBM*printen  This 
iber  ten  is  just  one  of  them. 
Lexmark  is  constantly  testing  and  improving  our 
;rs  to  make  sure  they  consistently  produce  the  finest 
lity  characters  and  the  highest  possible  yield. 
For  the  pinnacle  in  laser  printing,  insist  on  original 
toners  by  Lexmark.  Our  toners  will  never  do  a 
iber  on  you. 

To  order,  to  locate  the  dealer  nearest  you,  or  to 
ive your  free  catalog,  call  1-800-438-2468,  ext.40. 
:anada,caU  1-800-663-7662.) 
Lexmark  International,  a  former  subsidiary  of  IBM, 
1  independent,  worldwide  company  that  develops, 
lufactures,  and  markets  IBM  personal  printers,  IBM 
writers,  related  supplies  and  keyboards. 
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IBM  is  a  registered  tradeni.irk  of  Inlernalional  Business  Machines  Corporation  in  tlie  United  States  and/or  other  countries  and  is  used  under  license. 
Lexmark  is  a  trademark  of  Lexmark  International,  Inc.  ©  1992  Lexmark  International,  Inc 
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The  future  of  health  care  isii  t  just  new 
wonder  clru^.  It's  helping  mothere  have 
healthier  baliies.  It's  avoiding  an  unnec- 
essary coronary  bypass.  It's  letting  you 
recover  at  home  instead  of  ui  the  hospital. 
All  this  is  part  of  what  we  call  managed 
care.  And  in  the  cities  throughout  America, 
including  Talladega,  our  managed  care 
programs  give  people  the  quality  care 
they  need  at  a  price  they  can  afford. 
To  find  out  more,  call  1-800- AETNA-HC 
for  a  free  copy  of  our  brochure.  ^'"^P^ 
The  Managed  Care  Solution.  |Aa|1|J 
Aetna.  A  policy  to  do  more!!  IH^l 


FINANCING     THE  FUTURE 


strcMnilinint^  is  in  order,  h'ormcr  I'DIC 
(lliairman  William  Isaac  suf;fj;csts  cndiiifi 
cxccssi\  c  layers  of  hank  rcfjjulation  by  roll- 
ing the  Office  of  I'hrift  .Super\  ision.  w  hich 
ox'crsees  S&Ls,  and  the  U.  S.  (Comptroller, 
which  supervises  federally  chartered  banks, 
into  the  Federal  Reserve.  Such  a  merger 
makes  sense  because  the  Fed's  main  re- 
sponsibility is  monetary  policy.  Thus,  it 
must  work  closely  with  banks. 

NO  WHISTLE-BLOWER.  But  the  i  Die  should 

remain  independent  in  order  to  safeguard 
the  deposit  insurance  fund.  One  reason 
that  there  were  huge  losses  in  the  .S&L  in- 
dustry is  that  the  Federal  Home  Loan 
Bank  Board  was  in  charge  of  regulation 
and  insurance.  Unfortunately,  the  board 
saw  its  role  as  the  thrift  industry's  chief 
promoter.  As  a  result,  there  was  a  tenden- 
cy to  go  easy  on  thrifts.  "There  was  no  one 
who  could  step  in  and  blow  the  w  histle," 
Isaac  says. 

As  part  of  the  consolidation,  state  regula- 
tion of  banking  and  the  securities  business 
should  be  abolished.  While  some  states 
ha\e  clearly  done  outstanding  jobs,  local 
regulators  perform  duplicative  tasks.  And 
in  most  cases,  federal  law  preempts  local 
regulations.  The  insurance  industry,  which 
answers  only  to  state  regulators,  is  another 
matter.  A  recent  survey  by  the  National 
Association  of  Professional  Insurance 
\gents  and  the  Consumer  Insurance  Inter- 
est CJroup  says  that  f)nly  12  state  insurance 
lepartments  get  the  money  they  need  to 

■rform  their  siiper\  isory  role  adc|uately. 
.  ;d  the  50  different  regulatorv'  bodies  of- 

1  M  ork  at  cross  purposes:  When  New 

or!',  i,  iitcd  insurers' junk-bond  holdings 
i  t,  _■()'  /  of  their  portfolios.  Executive  Life 


simpK  transferred  its  high-yield  bonds  from 
its  Kmpire  State  subsidiary  to  one  in  Cali- 
fornia. "  The  present  [state]  system  con- 
tains too  many  loopholes,"  Representative 
John  Dingell  (I)-Mich.)  told  a  recent  con- 
gressional hearing.  "An  effective  national 
system  is  needed." 

Dingell's  vision  of  national  regulation 
understandably  raises  fears  of  another  cost- 
ly federal  bureaucracy,  however.  The  best 
system  would  combine  state  and  national 
regulation.  The  feds  would  set  uniform 
standards,  while  the  states  would  do  the 
actual  regulating.  Such  an  approach  would 
be  relatively  easy  and  cheap,  too.  A  lean 
U.  S.  agency  could  oversee  the  states, 
which  would  have  little  leeway  to  get 
aroimd  the  niles.  This  way,  existing  state 
regulatory  structures  need 
only  be  beefed  up,  rather 
than  replaced. 


MORE  BITE.  While  such 
sweeping  reforms  will  create 
a  more  solid,  profitable  finan- 
cial industry,  it  would  be 
foolish  to  think  that  more 
emphasis  on  free-market 
forces  will  cure  all  ills.  This  is 
especially  true  when  it 
comes  servicing  minority 
groups.  Despite  the  Com- 
munity Rein\estment  Act  of 
1977  {CR\)  that  banned  red- 
lining, many  banks  have  a 
poor  record  lending  to  im- 
poN  crished  areas.  A  recent 
study  by  the  .Association  of 
(Community  Organizations 
for  Reform  Now  (ACORN), 
found  that  for  everv  dollar  on 


If  they  are  to 
end  redlining, 
regulators  need 
more  bite. 
Currentl'y  the'y 
can  impose 
few  sanctions 
on  banks. 
Fines  would 
help  to  force 
compliance 


THE  ADVISER 


With  an  office  in  a 
bank,  ^'people  trust 

me  much  sooner. 
They  want  a 
recommendation  in 

15  or  20  minutes" 

TIM  UECKER 

Investutent  c  oiDiselor 

deposit  in  minority-area  banks  and  thrifts, 
lenders  made  only  4(f  available  for  mort- 
gages. By  contrast,  predominantly  white 
neighborhoods  received  8c. 

Insurance  companies  have  an  ec]ually 
wanting  record.  (Communiry-  groups  com- 
plain that  property  and  casualty  insurers 
often  withhold  coverage  from  depressed 
areas.  A  study  by  the  University  of  Michi- 
gan School  of  Public  Health  even  found 
evidence  that  life  and  health  insurers  were 
redlining  small  businesses  with  perceived 
health  risks.  High  on  the  list  of  business- 
es described  as  "restricted"  were  hair  sa- 
lons. The  reasoning:  too  many  women  of 
child-bearing  age  and  a  high  proportion  of 
gay  men. 

To  help  end  redlining,  the  CRA  needs 
bite.  I' ines  would  help  force  compliance. 
Currently,  regulators  can  levy  few  sanctions 
other  than  blocking  a  bank's  request  to  ex- 
pand or  merge.  Similar  CRA  requirements 
should  be  drafted  for  the  in- 
surance companies. 

True,  sweeping  reform  of 
financial  institutions  has  not 
been  popular  among  law- 
makers, who  must  deal  with 
huge  crowds  of  lobbyists. 
And  voters  don't  much  care 
about  the  issue.  Still,  reform 
is  essential.  In  today's  glo- 
balized, technology-intensive 
markets,  only  the  smartest 
players  will  be  able  to  sur- 
vive. Inevitably,  the  price  of 
antiquated  regulations  be- 
comes opportunities  that 
wither  for  lack  of  money  and 
an  economy  that  falls  short 
of  its  potential. 

Ry  John  Median,  mth  I. any 
Liiilit,  in  NruP  York,  Dean 
Fnust  in  Washington,  and  bu- 
reau reports 
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anasonic  introduces  the 
EB-H50  Cellular  Phone: 
80  minutes  of  light  conversation. 

With  some  cellular  phones,  the 
batteries  run  out  of  power  before  you 
run  out  of  things  to  say. 

More  precisely  many  cellular 
phones  come  with  batteries  that 
won't  let  you  talk  for  80  minutes.  And 
to  get  extended  talk  time,  they  use 
batteries  that  weigh  more  than  the 

the  new  Panasonic 
EB-H50  Hand- 
Held  Cellular  Phone. 
What  makes  this 
new  Panasonic  Cellular 
Phone  so  light,  yet  able 
deliver  power  for  80  min- 
utes (and  12  hours  of  standby 
time),  is  an  advanced  recharge- 
able battery  It's  called  a  Nickel 
Metal  Hydride  Battery.  And  it's  just 
one  example  of  the  innovative  tech- 
nology in  this  phone. 

Everything  about  this  cellular 
phone  is  designed  to  make  call- 
ing easy  Its  capabilities  include  a 
200-number  memory  and  auto- 
matic redial  of  any  of  the  last 
10  phone  numbers  you  called. 
It  even  has  an  optional  hands- 
free  car  mount.  While  in  the  car 
mount,  the  unit  recharges  auto- 
matically. So  it's  always  ready. 

The  new  EB-H50  from  Panasonic. 
Because  a  long  conversation 
doesn't  necessarily  have  to  be  heavy. 

To  talk  to  the  Panasonic  Cellular 
Phone  Dealer  nearest  you,  call 
1-800-365-1515,  ext.  999.  ■ 


I^THIS  LIGHTWEIGHT 
\NASONIC  CELLULAR  PHONE 

OR  ANOTHER  BRAND 
WITH  A  HEAVIER  BATTERY.  . 


Panasonic 

just  slightly  ahead  of  our  time* 


F  I  N  A  N  C  I  N  G     THE  FUTURE 


MARKETS 


OPENING  OUR  EYES  TO 
MARKET  MYOPIA 


S H A R E H 0 L D E R - M A N A G E R    TRUST    IS    THE    KEY    TO    LONG-TERM  INVESTMENT 


Olt's  a  vicious  circle. Wall  Strcctcr^, 
corporate  c\ccuti\cs  grouse,  are  tar 
too  shortsif^htcd.  I'hey  dump  stoci\ 
at  the  first  hint  of  an  earnings  decline  or  a 
delay  in  shipping  a  new  product.  "  The  [se- 
curities analysts]  who  make  these  recom- 
mendations are  just  looking  at  a  bunch  of 
numbers,"  says  Ray  Stata,  chairman  and 
CJKO  of  Analog  Devices  Inc.,  a  Norwood 
(Mass.)  electronics  firm.  "Some  never  visit 
the  company  or  look  into  the  details  of  the 
business.  Yet  the  pressure  they  can  exen 
is  enormous." 

Wait  a  minute,  say  money  managers  aiai 
arriUysts,  it's  corporate  .iianagers  who  a, 
n-.vopic.  Executives,  the  v  note,  foster  shoi. 
sighcedness  through  their  influence  on  tlu 
■nsincy  managers  wh(,  .un  their  pension 


funds.  "I  visit  a  company's  investor-rela- 
tions guy  and  he  tells  me  they  have  a  long- 
term  focus  and  want  long-term  investors," 
says  Bill  Harnisch,  president  of  h'orstmann- 
Leff  Associates,  which  manages  $.3  billion 
in  assets.  "Then  I  stop  in  at  the  compa- 
ny's pension  fund  administrator,  and  he 
asks  me  about  last  cjuarter's  performance." 

In  fact,  both  sides  are  to  blame.  It's  un- 
certain who's  most  at  fault,  but  (juite  clear 
that  myopic  beha\  ior  on  \\  all  Street  and 
in  executive  suites  is  damaging  the  U.S. 
economy,  inhibiting  its  abilit\'  to  grow  and 
create  jfibs,  and  hobbling  efforts  to  be  more 
competitive  overseas.  (Companies  must  be 
able  to  make  long-term  investments  with- 
out the  fear  of  being  unduly  penalized  by 
the  stock  market  for  short-term  setbacks. 


The  problem  has  been  receiving  increas- 
ing discussion  in  corporate,  academic,  and 
public-policy  circles.  Karlicr  this  year,  the 
Harvard  business  school  and  the  Council 
on  Competitiveness  issued  a  sweeping  re- 
port on  the  subject.  Later  this  year,  two 
more  groups.  Gov.  Mario  Cuomo's  Com- 
mission on  Competitiveness  and  a  task 
force  of  experts  assembled  by  the  Twenti- 
eth Century  Fimd,  will  present  their  takes 
on  the  issue. 

'PATIENT  CAPITAL'  The  consensus  of  these 
studies  is  that  ways  must  be  developed  to 
encourage  a  kind  of  rapprochement  be- 
tween companies  and  their  investors.  They 
advocate  "relational  investing" — developing 
closer  ties  between  companies  and  major 
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IT'S  NOT  SO  FAR  EAST  ANYMORE. 


1WEST  JUST  BROUGHT  ASIA  HOURS  CLOSER.  At  Northwest,  we  know  people  prefer  to  get  to  their  business  destination  s(xjner 
an  later  So  we  figured  we'd  kncjck  several  hours  off  our  flights  to  many  Far  East  destinations,  giving  you  more  time  once  you've  arrived. 

And  now  we're  faster  to  many  Asian  destinations  than  any  other  major  airline.  In  fact,  we've 
reduced  our  transit  times  through  Tokyo  by  up  to  three  hours.  'Iliat's  up  to  three  extra  hours  to  prep 
for  a  meeting,  take  a  nap  or  do  anything  else  you  might  want  to  do. 

As  usual,  Northwest  offers  the  most  nonstop  flights  from  the  U.S.  to'Ibkyo,  Seoul  and  Os^ika.  And 
while  you're  in  the  air  with  us,  you'll  be  treated  to  a  host  of  new  amenities,  like  Executive  Class  mini- 
sleeper  seats,  enhanced  meal  service  and 
d  audio  and  video  programming.  All  of  which  are  good  reasons  why  Northwest 
iding  U.S.  airline  to  Asia.  So  the  m'xl  lime  you're  Hying  to  one  of  our  1,S  Asian        CALL  YOUR  TRAVEL  AGENT  OR  NORTHWEST 


Northwest  lo  Asia, 
jcific  service  to  key  business  destinations  * 

rk/JFK 
1  Kong 

1  hr  10  min  faster 

ila  

1  hr  25  min  faster 

0 

ykok  

1  hr  30  mm  faster 

^Tacoma 
apore  

2  hr  55  min  faster 

.  The  leading  airline  to  Asia.  Now  with  the 
vice  of  any  airline  to  many  Far  East  cities 

NORTHWEST  AIRLINES 

Some  People Just  Know  How  To  Fiy 


1-800-447-4747 


ions,  fly  the  airline  that  shortened  the  trip. 

he  difference  between  scheduled  lUjjht  limes  for  Ncirtliwesl  and  Ihe  carrier  willi  the  next  fastest  scheduled  flight,  for  travel  between  October  1 .  1!I91!  and  Oclober  H.  1991'.  Times  are  b.ised  on 
schedules  as  of  Sepleniber  18.  1992  for  all  carriers  scheduled  from  point  of  origin  lo  destination,  in  its  entirety.  Actual  llight  times  may  vary  and  schedules  are  subject  to  change, 
irthwest  Airlines,  Inc. 


(WHEW!) 
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/y  vi;ars  . 


aS3'  800  Service  offers  so  many  protective  features  that  you'll 
lever  have  to  worry  about  your  800  service  again. 


It's  the  most  reliable  800  service  out 
lere.  No  matter  what  your  business'  size 
ir  needs,  we  have  special  Features  designed 
ir  the  way  you  do  business;  features  that 
eep  your  customers'  calls  coming  in,  no 
natter  what. 

As  an  AT&T  800  Service  customer,  \\m 
utomatically  get  two  remarkable  features 
fuilt  into  the  service.  NX'ith  our  new  FASTAR''' 
?chnology  in  the  event  of  a  network  cable 
ut,  we  can  get  your  calls  to  you  in  a  matter 
if  minutes,  instead  of  several  hours.  To  i~)r()- 
sct  you  against  any  other  disruptions 
including  ones  caused  by  your  own  equip- 
nent),  you  also  get  the  ATsT  800  Service 
issurance  Policy 

Because  every  business  has  different 
leeds,  we  offer  a  whole  \'ariety  of  optional 
matures,  too.  That  way  we  can  custom- 
iesign  an  800  service  specifically  for  the  way 
ou  do  business,  to  make  sure  your  800 
alls  get  through. 

For  example,  you  could  be  missing 


customer  calls  after  hours  or  during  your 
busiest  time  of  the  day  and  not  even  know 
it.  For  businesses  like  that,  we  have  features 
that  will  automatical!)'  send  your  800  calls 
to  another  location  at  a  prearranged  day 
or  time  (e.g.,  your  office  closing  time).  And 
others  that  let  you  change  where  your  calls 
go  in  minutes. 

For  larger  businesses  that  need  all  the 
backup  they  can  get,  we  ha\e  features  that 
can  actually  reroute  traffic  within  seconds  for 
the  ultimate  protection  against  congestion, 
busy  signals  or  equipment  problems. 

And,  of  course,  there  are  the  people 
behind  ATsT  800  Service.  As  the  inventors  of 
800  Service  twenty-five  years  ago  and  the 
designers  of  the  most  complex  800  applica- 
tk)ns,  we  have  the  expertise  to  create  solu- 
tions for  an\'  business'  needs.  Including  vours. 

To  find  out  how  we  can  helj')  you  take 
the  worry  out  of  being  in  touch  with  your 
customers,  call  vour  AT^T  Account  Executive 
or  1800  247-1212,  Ext.  427. 


AT&T 

The  right  choice. 


FINANCING     THE  FUTURE 


indi\  idu;il  and  institutional  investors.  (Com- 
panies should  do  a  mueh  better  job  than 
they  do  now  in  keeping  their  investors  ap- 
prised of  their  ^oals  and  prof^ress  in  reaeh- 
in^  them — but  also  of  their  problems.  I  hat 
means  invitinfj;  shareholder  representatix  es 
onto  their  boards  and  into  their  contldence. 
and  fiivin^  them  a  voiee  in  governanee. 
The  idea  is  that  informed  investors  witli 
major  stakes  are  patient  in\estors  w  ho  brinji; 
with  them  jiatient  capital. 
\'et  to  attract  patient  capital,  corporations 


have  to  practice  patience,  too.  They  need 
to  give  their  money  managers  leeway  to 
pursue  investments  that  may  take  more 
than  three  months,  perhaps  even  three 
years,  to  bear  fruit.  "I  doubt  there's  an  in- 
\  estment  manager  in  America  whose  con- 
tract doesn't  have  a  3{)-day  cancellation 
clause,"  says  Ronald  D.  Peyton,  president 
and  CEO  of  (Lallan  Associates,  a  pension 
fund  consulting  firm. 

America  badK  needs  patient  capital.  In 
Japan,  many  companies'  major  shareholders 


THE  COST— AND  REWARDS— OF  CORPORATE  INVESTING 


are  other  companies  with  which  they  have 
other  relationships — as  a  supplier,  custom- 
er, or  lender.  In  Germany,  a  handful  of 
banks  hold  big  stakes  in  major  companies. 
In  both  countries,  the  relations! lip  between 
major  shareholders  and  companies  goes 
back  years,  if  not  decades.  So  Japanese  and 
Gennan  companies  are  much  freer  to  make 
long-term  investments  that  may  depress 
short-term  earnings  because  shareholders 
are  not  likely  to  dump  their  stock.  Not  sur- 
prisingly, private -sector  investment  is  far 
greater  in  Japan,  at  20.«%  of  GDP, 
and  in  Germany,  at  13.9%,  than  in 
the  LI  S.,  where  it's  just  10.6%. 


Does  Wall  Street  credit  companies  for  investiiifi  in  the  future?  That  depends  on  the 
sort  of  company  and  the  investments  they  make,  according  to  Mitchell  &  Co.,  a  man- 
agement consulting  firm.  The  consultants  used  the  stock-price  histoiy  of  these  com- 
panies and  attempted  to  forecast  the  impact  of  increased  investment  spending.  Gener- 
tdly.  short-term  stock  performance  is  poor  for  companies,  such  as  those  in  drugs  and 
.semiconductors,  that  must  make  long-term,  often  risky  investments  to  remain  competi- 
tive. The  market  is  kinder  to  companies,  such  as  retailers,  whose  investments  pay  off 
sooner  and  more  predictably 


COMPANY 

INDUSTRY 

PRIMARY                                 IMPAO  OF  20%  INCREASE 
INVESTMENT                                     IN  INVESTMENT  ON 
EOCUS                                  STOCK  PRICE  IN  12  MONTHS 

RECENT 
STOCK  PRICE 

ELI  LILLY 

DRUGS 

R&D 

-$26.37 

$63 

MERCK 

DRUGS 

R&D 

-12.06 

45 

ADVANCED  MICRO  DEVICES 

SEMICONDUCTORS 

R&D,  NEW  FACILITIES 

-4.22 

11 

TEXAS  INSTRUMENTS 

SEMICONDUCTORS 

R&D 

-2.24 

43 

INTERNATIONAL  PAPER 

PAPER 

NEW  FACILITIES,  COST  REDUCTION 

-0.02 

64 

HOME  DEPOT 

RETAILING 

NEW  FACILITIES 

+0.00 

55 

GOODYEAR 

TIRE  &  RUBBER 

NEW  FACILITIES,  COST  REDUCTION 

+0.41 

61 

AVON  PRODUCTS 

PERSONAL  CARE 

COST  REDUCTION 

+0.75 

54 

WAL-MART 

RETAILING 

NEW  FACILITIES 

+0.91 

59 

DATA  MITCHELL  S  CO  ,  BW 


PAYING  THE  PRICE.  Kv  idence  of  the 
impatience  of  today's  capital  markets 
is  abundant.  True,  companies  often 
can  get  a  (|uick  run-up  in  their  stock 
prices  when  they  announce  a  major 
in\  estment  such  as  a  joint  venture, 
a  research  and  development  project, 
a  new  product,  or  a  capital-expendi- 
tures program.  J.  Randall  Woolridge, 
a  finance  professor  at  Pennsylvania 
State  University,  looked  at  412  such 
announcements  over  a  13-year  period 
and  found,  on  average,  a  1%  price 
gain  from  the  announcement. 

But  such  run-ups  typically  dissi- 
pate. Ambitious  investments  often 
damage  a  company's  near-term  earn- 
ings, which  almost  inevitably  hurts 
its  stock  price.  (Joodyear  Tire  & 
Rubber  Go.,  a  Wall  Street  dading  for 
the  last  IS  months,  underwent  very 
rough  times  during  the  198()s  as  it 
spent  more  than  $4  billion  to  up- 
grade manufacturing  facilities  and 
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What  Makes  Us 
Better,  Makes 
You  Stronger. 

Well-muscled  Arms. 
A  Defined  Chest.  Chiseled  Abs. 
Powerful  Legs.  A  Stronger  Back. 

Add  strength  to  every  mujor  muscle 
group  in  your  body  with  the  new 
advaneernent  in  strength 
trainioi;  —  NordicFlex  Gold. 


a 


NordicFlex  Gold  is  5  ways  better  than  Solofiex  . 

1.  NordicFlex  Gold  uses  linear  motion  that  better 
simulates  tree  weights. 

2.  NordicFlex  Gold  features  isokinetic  resistance  that 
better  tnatches  your  natural  strength  curve. 

3.  NordicFlex  Gold  is  faster  to  use  than  Solotlex'  . 

4.  NordicFlex  Gold  brings  you  stretigth  training 
expertise  with  its  exclusive  videotape,  manua' 
and  wall  poster. 

5.  And  best  of  all,  NordicFlex  Gold       1kT/^m*\T/^  T«xr 
costs  1/3  less  than  Solotlex ' .  Pi  KJtiULK^  t  LL  A 

Plus.  NordnHe.x  W'Drld-tljss™  Model  (ifk-rs  jdillNon,il 

pertomuncc-cnhancin^:  fe.itures  intluding  I'owcr  Meter  elei  irnnn  s  lo  nmnilor  vtmr  pertnnn.irne 


Build  your  superior 
body  with  the  superior 
strength  trainer. 

30-dav  in-home  trial. 


To  Order  SiJ^S  eaii  1-800-445-2360 


''I  \i  .rdu.Tr.uk,  Inc. 


NordicTrack,  Dept.  7K5J2,  104  Peavey  Road,  Cliaska,  .VIN  553KS 


GRADUATE  DEGREE  PROGRAM 
Global  Technology  Management 


Je)in  a  succcsstul  program  tor  experienced  protessionals  w  hich  addresses  the 
major  emeri^inf^  business  issue:  the  strate^^c  management  of  technology  in  the 
global  ampetiiivc  t'tivn'onmciit. 

MASTER  OF  SCIENCE  IN  TECHNOLOGY  MANAGEMENT 

•  Peers  tmni  varied  management  functn)ns  and  industries  meet  tor  20  intensive 
montlis  ot  ci  iurscvvorl<  in  small  sized  clas.ses  with  a  seminar-like  setting. 

•  Learning  is  cnhanccel  by  twi)  international  ticLl  trips  to  industrial,  guvem- 
mental  and  aeaLlemic  organizations  m  Asui  an^l  Eiirope. 

•  IJlasses  meet  Friday,  P.M.  and  all  day  Sattirday  every  third  weekend  enabling 
students  from  (Hit  i  il  ti  iwn  ti  i  conN-eniently  cumimite  into  the  Los  Angeles  area 
u  1  attend  class. 

Candidates  now  hcin.i^  .selected  tor  the  January  1993  class. 
For  additional  intormatU)n,  please  contact: 
Technokigy  Management  Prognim  C^ftice  ar  (  311"^)  ^58-5730 


Pepperdine 
University 


School  ot  Business  and  Management 

400  Corl-iunite  Pmntc 
Culver  I'.ay,  C  .'A 


prepare  for  today's  competitive  global  envi- 
ronment. Goodycar's  lackluster  earnings 
performance  during  that  time  attracted  cor- 
porate raider  Sir  James  (joldsmith.  Only  a 
costly  defense  prevented  (joldsmith  from 
taking  over  the  company. 

To  assess  how  increases  in  investment 
can  affect  shareholders,  BUSINESS  WEEK 
asked  Mitchell  &  Co.,  a  management  con- 
sultant in  Weston,  Mass.,  to  estimate  the 
impact  on  stock  prices  for  companies  that 
boost  investment  spending  by  20%  (table). 
The  consultants  made  dieir  forecasts  based 
on  statistical  studies  of  each  company's  his- 
torical stock-price  behavior. 

Ironically,  companies  whose  ability  to 
thrive  and  prosper  depends  most  on  long- 
term  investments — such  as  drugmakers 
Merck  and  F^li  Lilly  and  semiconductor 
makers  Advanced  Micro  Devices  and  Tex- 
as InstmmenLs — were  projected  to  be  most 
severely  affected.  Merck,  whose  R&D  pro- 
gram is  considered  second  to  none,  was 
still  forecast  to  trade  at  $12  a  share  less 
than  it  otherwise  would  in  a  year's  time. 
That's  a  big  hit  for  a  stock  that  trades  at 
45.  F^en  harder  hit  would  be  AMD,  which 
must  spend  heavily  to  develop  and  build 
succeeding  generations  of  computer  chips. 
F^or  .\MD,  which  now  trades  at  11,  a  20% 
increase  in  spending  would  cost  it  more 
than  $4  a  share  in  stcx-k  price.  'These  com- 
panies have  to  keep  investing  to  stay  com- 
petitive, but  the  stock  market  gives  them 
no  credit  for  it,"  says  Carol  Coles,  Mitchell 
&  Co.'s  president. 

Companies  whose  investments  pay  off 
in  shorter  time  periods  and  with  far  more 
predictability — such  as  Wal-Mart  Stores 
Inc. — did  better.  Investment  spending  was 
projected  to  actually  raise  stock  prices. 

PIZZAZZ  OR  PAIN.  Of  course,  there  are  ex- 
ceptions, such  as  the  nascent  but  glamorous 
biotechnology  industry,  which,  says  James 
L.  Vincent,  chairman  and  CEO  of  Biogen 
Inc.,  "has  extremely  long  development 
times  and  high  front-end  investment  costs." 
\'et  the  industry  raised  over  $5  billion  in 
new  e(|uirv  capital  during  1991  and  the  first 
half  of  1992. 

But  most  companies  that  need  to  make 
long-term  in\  estments  don't  have  the  piz- 
zazz of  a  Biogen  or  an  Amgen  Inc.  F  or  in- 
stance, Champion  International  Corp.,  the 
papermaker,  is  near  the  end  of  a  six-year, 
$3.1  billion  capit;il-spending  program  to  up- 
grade equipment,  increase  capacity,  and 
retrain  workers.  K\cn  during  the  recession, 
(^E()  Andrew  C.  Sigler,  a  longtime  critic  of 
Wall  Street's  vision,  kept  the  capital-spend- 
ing plan  on  track,  while  many  analysts  and 
even  big  sharelK)lders  pressed  for  higher 
earnings  and  di\  idends.  They  also  com- 
plained about  Sigler's  paycheck  relative  to 
the  pedormance  of  both  the  company  and 
its  stock. 

Whether  Sigler's  strategy  will  reap  re- 
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Close  the^X^idows. 
Lock  the  DOS. 


COMPLETE  SECURITY, 


ACCIDENT  &  VIRUS  PROTECTION 


Failsafe  Computer  Guardian. 

Complete  Protection  At  A  Sensible  Price— $59.95 

Guard  valuable  files  and  programs.  Never  again  delete  or 
change  anything  accidentally.  Keep  out  snoops,  thieves,  vandals. 
And  prevent  virus  attacks.  All  at  one  low  price! 

■  Easy  enough  to  use  at  home 

B  Supports  DOS,  Windows  and  Networks  in  one  single  package 

■  Indispensable  for  government,  business  and  power-users 
H  Allow  selective  access  by  user,  function  or  file 


Look  for  the  Iwx  with  the 
Failsafe  Beacon ™ 


Available  at  leading  software  stores  everywhere! 

!  or  more  infomiation.  call  l-708-433-0500"or  Fax  1-708-433-1485 

Villa  Crespo  Softwai'e 

1725  McGovern  Street,  Highland  Park,  Dlinois  60035 


Villa  Crespo 
Software 


'  1991^  VillaCnespd  Software.  Inc  'All  pntducls  menUoned  are  Registered  Iradeniarksnf  their  respective  companies     MAllK  IN  I'SA 


Smart  Business  Strategy  ^3- 

lowA^s  Better  Business  Climate 


or  66  years  Pella/Rolscreen, 
world-famous  manufacturer 
of  quality  windows  and  doors,  has 
prospered  in  Iowa.  Today,  more  than 
ever,  Pella/Rolscreen  knows  Iowa  is 
the  smart  state  for  business.  ' 

Two  years  ago,  Pella/Rolscreen 
hegan  an  exhaustive  search  for  a 
new  expansion  site.  After  looking  at 
eight  states  and  40  cities,  company 
principals  selected  the  western  Iowa 
town  of  Shenandoah  for  its  new 
1  50,000-square-foot  manufacturing 
facility.  The  experience  confirmed 
that  Iowa  offers  an  unbeatable 
business  climate. 

State  and  local  cooperation 
combined  with  flexible  finaricial 
incentives  are  the  hallmarks  of  Iowa's 
development  efforts.  State  incentives 
are  packaged  with  utility,  city  and 
county  incentives  to  reduce  start-L\p 
costs.  For  Pella/Rolscreen,  this  made 
the  financial  difference. 

Iowa  companies,  such  as  Pella/ 

Rolscreen, 


IOWA  ADVANTAGES 

No  Iowa  corporate 
income  tax  on  profits  from 
out-of-state  sales 

No  sales  or  use  taxes  on 
machinery,  equipment  and 
computers 

Nation's  lowest  new  employer 
unemployment  insurance  rate 


prcjfit  from 
single -factor, 
non-unitary 
corporate 
income  tax; 
businesses 
pay  no  Iowa 
income  tax 


on  profits  from  out-of-state  sales. 
Corporate  income  tax  on  profits 
generated  from  Iowa  sales  is  slashed 


by  a  50  percent  deduction  on  federal 
income  taxes.  Iowa  businesses  pay 
no  sales  or  use 
taxes  on  industrial 
machinery. 


equipment  and 
computers.  And 
in  Iowa,  personal 
property  is  not 
taxable. 

Iowa  companies 
stay  competitive 
because  research 
and  development 
tax  credits 
continue  even 
after  federal 
credits  expire. 
Iowa  also  offers 
th^  nation's 
lowest  new 
employer 
unemployment 
insurance  rate  to 


iowa  businesses 
Succeed 

Percentage  change  of  business 


failures  first  seven  months 
1990  vs.  first  seven  months  1991 


Source  Dun  X  Bradstreel  Corporation,  November/December  19. 


new  firms  with  no  experience  rating. 

In  addition,  Dun  &  Bradstreet 
recently  reported  that  Iowa  is  one  of 
six  states  that  reversed  a  national  trend 
of  business  failures  during  the  first 
seven  months  of  1991. 

Iowa  offers  many  smart  business 
strategies  with  profit  in  mind  for  your 
business.  To  learn  more  about  Iowa, 
the  smart  state  for  business,  call  Bob' 
Henningsen  at  the  Iowa  Department 
of  Economic  Development: 
1 -800-245-IOWA. 
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Founded  in  Fort  Madison.  lou,a,  in  1913. 


Rockwell 
International 


^     IW.M  3500O 
CTO  ***** 


'Mm  f 


-  as  CoUim  Radio  Company  L' Sar^!3^!!~I!™ 

Acquired  by  Rockwell  in  1971 . 


iMART  Move: 


Starte^^duction  in  Iowa  in  1911. 


,uality  companies,  including 
Sheaffer  Pen.  Rockwell  International 
anel  Deere  &  Company,  know  the 
nation's  leader  in  education  is 
the  smart  state  for  business. 
America's  best-educated  work  force 
tops  their  list  of  smart  reasons  for 
doing  business  in  Iowa. 

For  two  decades,  Iowa  students 
have  led  the  nation  in  ACT  and  SAT 
college  entrance  exam  scores.  And  that 
scores  high  wkh  business  in  better  job 
performance  and  lower  training  costs. 

The  drive  that  pushes  Iowa's  - 
graduation  rate  1 5  percent  above 
the  national  average  pays  off  in  - 
productivity  equal  to  5.2  extra  weeks 
of  output  per  Iowa  worker  per  year. 

As  CEO  Michael  Johnstone  says 
of  Sheaffer's  Iowa  center  for  world- 
wide operations.  "The  quality  and 

craftsmanship  are  in  Iowa.  Those 
are  priceless  advantages." 

To  leam  more  about  the  smart  state 
for  your  business,  make  the  smart 
move;  call  Bob  Henningsen  at  the 
Iowa  Department  of  Economic 
Development:  1 -800-245-IOWA. 

THE  SI«^ART  STATE 
FOR  Bl^SINESS 


You 
can  t  Luy 
your  corporate 
image. 
But  you 
can  ^et  it. 


F: 


ree. 


A, 


J.  a  time  when 
corporations  spend  millions 
to  enhance  tkeir  images, 

let  L  ross  do  it  f  ree. 
Right  now,  we'll  place  yotir 
company  emhlem  on  your 
choice  of  our  new  Medalist, 
Blue,  or  Gray  writing 
instnmients,  free!"  Simply 
order  a  minimmn  ol  48 
writing  instruments  and  place 

the  order  through  an 
authorized  Cross  Distributor. 

'  I  rue  cmlilems  are  available  only  one  time 
|x  i  e  iiilikm  design  and  include  new  or  current 
i-  expires  Decemk-r31,  1992. 

I"or  ccmiplete  details  and  a  catalogue,  call 

1-800-241-8269 

&30to4:30E.S.T.Mon.-lTri. 

Or  atlacli  vmir  liusiness  card  (willi  lotjo)  to  lliis 
ad  .11  id  m/iil  li  >:  A.  T.  Cross  onipany, 
M5  MUun  lv..ul,  Lincoln,  RI  (PSC)5-37()0 


CROSS' 

SINCE   1  BAG 

IK'Qi  'i;rTio\i;i) 

JFP.TIMH  MHCHANICAL 
Gt'Al^ANTEE 


wards  remains  to  be  seen.  But  since  he 
launched  it,  he  has  recruited  two  t'amotis 
long-term  investors:  Warren  E.  Buffett, 
chairman  of  Berkshire  Hathaway  Corp., 
and  Laurence  A.  "Fisch,  chairman  of  Loews 
C^orp.  Their  two  companies  hold  23%  of 
(Champion's  stock. 

RELATIONAL  REMEDY.  Numerous  proposals 
have  been  ad\'anccd  in  recent  years  to  alle- 
viate the  rampant  shortsightedness  of  cor- 
porate managers  and  investors.  One  plan, 
which  was  killed  in  Congress,  would  have 
attempted  to  shift  foctis  away  from  quar- 
terly-earnings reports  by  abolishing  them. 
Public  companies  would  file  only  semian- 
ntially.  \et  that  would  leave  investors  less 
infomied  about  companies'  activities,  which 
could  increase  the  volatility  of  their  stocks. 

Critics  of  Wall  Street's  trading-for-trad- 
ing's  sake  have  proposed  transaction  tax- 
es, even  on  tax-exempt  pension  funds,  as  a 
way  to  encourage  more  long-tenn  holdings. 
But  such  a  prescription  might  also  crimp 

Wall  Streeters  prefer 
lower  capital-gains 
taxes  to  spur  long- 
term  investing.  But 
that  favor  didn't  do 
much  prior  to  1986 

market  liquidity,  which  happens  to  be  one 
of  the  financial  system's  strengths. 

Wall  Streeters,  and  many  in  corporate 
America,  too,  feel  lower  capital-gains  tax- 
es w  ill  make  investors  think  long  term.  But 
capital  gains  had  preferential  tax  treatment 
prior  to  1^X6  and  that  didn't  seem  to  do 
much  to  lengthen  time  horizons.  Moreover, 
with  the  U.  S.  government  hobbled  by  the 
deficit,  it  can't  really  afford  any  but  the 
most  carefully  targeted  tax  cuts.  And  there 
are  political  problems  with  cutting  the  cap- 
ital-gains tiix;  The  main  beneficiaries  would 
be  higher-income  indix  iduals. 

In  the  end,  prodding  companies  and  in- 
\estors  to  become  more  "relational"  ap- 
pears to  be  the  best  way  to  get  C](jrporate 
America  looking  out  beyond  the  next  prof- 
it-and-loss  statement.  'I'herc's  nothing  rad- 
ically new  about  relational  in\'esting.  Un- 
til the  rise  of  powerful  institutional  investors 
in  the  l%Os  and  1970s,  "this  was  the  way 
business  was  done,"  says  D.  Mark  Cun- 
ningham, director  of  investment  consultant 
services  for  Buck  Consultants.  "Large 
stakes  were  held  by  well-informed  investors 
who  were  interested  in  building  compa- 
nies, not  (luarterly  reports." 

The  Har\  ard  business  school  and  Twen- 
tieth Centurv  Fund  studies  advance  a  va- 


rOBUILDTHE  COUNTRY'S 

BEST  EDUCAHD  WORK 
ORCE,YOU  HAVE  TO  START 
AT  THE  BEGINNING. 


It's  easy  to  see  why  Fairfax 
ity  public  schools  are  considered 
ig  the  best  in  the  country  Over  half 
dults  who  live  here  are  college 
aates.  More  than  20,000  hold  Ph.D.s. 

They  insist  that  the  public 
ols  prepare  their  children  for  life, 
they  mean  business. 

That's  why  the  elementary 
'ols  offer  a  Japanese  immersion 
ram.  The  goal  is  to  make  students 
it  in  Japanese  by  junior  high, 
by  adulthood,  more  competitive 
orld  trade. 

That's  why  the  Tliomas  Jeffer- 


son High  School  for  Science  and  Tech- 
nology has  worked  to  become 
one  of  the  leading  math  and  science 
magnet  schools  in  the  country. 

That's  why  companies  like 
TRW  Mobil,  and  Electronic  Data  Sys- 
tems actively  participate  in  the 
school-business  partnership  program. 

That's  why  85*  of  our  high 
school  seniors  take  the  SATs.  And  why 
over  90  *  of  our  graduates  go  on  to  some 
form  of  higher  education. 

Want  to  learn  more?  Call  us  or 
send  in  the  coupon. 

You're  in  for  an  education. 
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FAIRFAXCOUNTY, 
VIRGINIA 

Please  send  me  more  information  on  the  business 
advantages  of  Fairfax  County. 


Name_ 
Title 


Conipany_ 
Address 

City  

Phone  


_State_ 


_Zip_ 


Fairfax  County  Economic  Development  Autliority, 
8300  Boone  Boulevard,  Suite  450,  Vienna,  Virginia  22182 
I          Telephone  (703)  790-0600.  Fax  (703)  893-1269. 
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Custom  Publishing,"  from  McGraw-Hill.  What  an  extraordinary 
u'^a:  Give  our  teachers  the  ability  to  personally  customize  a  textbook 
:•.)  Tiiatch  their  curriculum  and  their  students'  needs.  Then  print 
■' r'i  ship  it  within  days.  The  textbook  will  never  be  the  same. 


A  Tribute  To  The  Bill  Of  Rights 
&  Our  Nation  s  Freedom 


"Let  America  Be  America" 


A  Limited  Hdition  I^apcrwcight. 

Meadow  Mountain  Designs'  proud  new  eagle  paperweiglit  is  beautifully  handcrafted  in  America 
of  pewter,  ciystal,  and  H  karat  gold  leaf  by  renowned  artist  Charles  Hill.  This  edition  is  limited  to  3,000 
numbered  pieces,  each  signed  by  the  artist  and  guaranteed  with  a  Certificate  of  Authenticity. 
Priced  at  $187.50  postpaid  (includes  presentation  c;Lse).  Satisfaction  guaranteed. 


Meadow  Mountain  Designs 

380  Tolman  Road  •  Warren,  Maine  04864 


^S^^'f     TO  ORDER,  call  1-800- 
538-2657,  or  FAX  order  fomi  to  us  at  207- 
596-7371, 24  hours  a  day.  Mail  form  with 
check  or  money  order. 

Name 


□  Check/Money  Order  enclosed. 

Add  applicable  Sales  T.i.x 

□  Please  charge  my: 

□  MasterCard  □  Visa 
Account  No. 


Address 

E.\n.  Date 

City/Stale/Ziri 

Signature 
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The  best  way  to  a  man's 
stomach. .  .NordicTrack . 


The  World's  Best 
Aerobic  Exerciser." 


Be.sidcs  burning  cak)rie,s,  it  strengthen.s 
the  heait,  tone.s  the  mu.scles  and  improves 
.stamina.  And  it's  much  less  stre.ssful  on  the 
body  than  ainning  and  high-impact  spoits. 
Working  out  on  NordicTrack  also  boosts 
creativity  and  productivity  and  lowers  stress 
making  you  feel  as  good  as  you  look. 

It's  time  to  change  your  spare  tire. 

I'nlike  most  in-home  exercisers, 
NordicTrack  works  all 
the  major  muscle 
groups  of  the  body 
including  the  arms,  legs, 
buttocks,  shoulders  and, 
yes,  even  stomach. 

So  what  are  you  waiting 
for?  Call  NordicTrack  today 

50  day 
in-home  trial! 


NordicTrack  duplicates  the  motion  of 
.  lo.s.s-coLintry  skiing,  which  most  experts 
:gree  is  the  most  efficient  and  effective 
;cr<  ibic  exercise. 

li  biirns  more  calories  in  less  time  than 
.'-K'.m  other  exerci.se  machines.  Up  to  1,100 
,i  I'  ic-s  per  hour,  according  to  fitness  experts. 


Jordiclrack 

H  priced  from  $299''  to  $1,299'' 


Call  or  Write  for  a 

FREE  VIDEO 

&  Brochure 


17-800-328-5888 '.il^ 

I       111)  IVavcy  Koad.  Chaska.  MN  SS31K  i 
I  J      I'icasc  send  niu  a  Irei.'  hrocliiirc 
□      AKii  J  fav  vidc-o       □    VMS  □  Bel.i 

I  Namu  I 

I  '  I  I 

I  Citv  Stale        Zip  I 


I  Ph. 


Ph< 
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I  li.iiiHe  prii.cs  and  spn  iln 


rict\'  of  ways  in  v\  hich  the  two  groups  cai 
cooperate.  Some  of  what  these  studies  an 
recommending  is  already  taking  place 
Over  the  past  several  years,  some  largi 
public-pension  funds  have  been  votin; 
against  management  pay  schemes  am 
takeover  defenses.  They've  even  backed 
management  critics  for  board  seats  and 
pressed  for  sweeping  corporate  restructur- 
ings— behavior  unheard  of  a  decade  ago.  i 

TACKLING  TURNOVER.  (Companies  arci' 
changing  their  ways,  too.  Some  arc  promot-| 
ing  ownership  of  their  stock  by  investment' 
managers  who  already  own  shares  in  com 
panics  with  characteristics  like  their  own.| 
The  hope  is  that  such  investors  will  bci 
more  knowledgeable  and  long-term.  Rich 
ard  Good,  director  of  investor  relations  at 
Georgia-Pacific  (xjrp-).,  says  about  one-third 
of  the  institutions  "targeted"  in  a  recent 
program  bought  60  million  shares  at  a  cost 
of$l  billion.' 

There's  some  evidence,  further,  that 
money  managers  are  lengthening  their  timcj 
horizons.  The  turnover  rate  at  the  Newi 

Money  managers 
may  be  lengthening 
their  time  horizons: 
The  turnover  rate  at 
the  New  York  Stock 
Exchange  has  fallen 


York  Stock  Exchange  in  the  first  half  off 
1992  was  an  annualized  50%,  according  t(| 
Birinyi  Associates.  7'hat  means  the  dollar 
volume  of  shares  traded  was  about  half  the! 
dollar  value  of  the  stocks  listed  there.  In| 
1987 — the  peak  year  for  tumover — the  ratel 
was  73%.  Some  pension-plan  sponsors  are! 
making  a  point  of  hiring  money  managersi 
who  keep  turnover  in  check.  WilliamI 
Quinn,  who  oversees  the  .$2  billion  Amer-I 
ican  Airlines  pension  fund,  looks  for  mon-j 
ey  managers  with  portfolio  turnover  ratesi 
lower  than  40%.  But  even  a  50%  turnoverl 
rate  implies  an  average  holding  period  of| 
only  tv\-o  years. 

It's  probably  too  much  to  expect  that 
American  companies  and  investors  will  ever 
become  as  oriented  to  the  long  term  as  irii|i 
those  in  Japan  and  (Jcrmany,  for  the  two  fdjt 
U.  S.  groups  will  never  be  as  closely  linked.  |p|j| 
Vet  they  can  still  learn  to  treat  each  other  | 
more  like  partners  with  similar  goals  in- 
stead of  adversaries.  Then  U.  S.  CEOs  an- 
nouncing bold  five-  and  ten-year  plans  w  ill! 
be  more  likely  to  get  applause  from  Wall 
Street  rather  than  a  flurry  of  sell  recom- 
mendations. 

By  Jeffrey  M.  Ladeiwan  hi  New  York\ 
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B  YOU  FIND  GETTING  TOGETHER 
ff  H  AT&T  AWKWftRP? 

ver  feel  small-time  because  AT&T  is  too  busy  making  big  deals  and  big  bucks? 

Well,  at  WilTel we're  just  your  size.  Big  enough  to  offer  the  superior  technology  of  the  Meridian  1  communication 
designed  by  Northern  Telecom.  But  small  enough  to  give  you  responsive,  personalized  semce.  That's  why  we're  already  one 
lation's  leading  independent  PBX  suppliers, 
ut  'er  there.  Call  WilTel  Communications  Systems 
)-324-0608,  for  custom-tailored  solutions. 


The  Meridian  I 
com  m  a  n  icnl  io  n  system . 


norrhorn 
fclocom 


Meridian  1 

I  AS  (I  ny/.sli'n-il  Irmh'imirk  nf  Sniihrn;  I'rlfinm. 

n  iiiillinn^i-fl  Norlhfni  Tflironi  ilislribiiloi  j  i  1992  U'HTpI 


mm 


Turns  Up  Technology 
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H  f     F  A  C  E      OF     THE     GLOBAL  ECONOMY 


^         I       he  idea  of  America,"  writes  cultural  critic 
I       Marshall  Blonsky,  "has  become  a  planetary 
phenomenon."  If  that  sounds  like  typically 
American  hyperbole,  consider  this:  In  early  September,  1992, 

I — ■  1  hundreds  of  Parisians  gathered  at  the 

4h^^  Drouot  auction  house  to  bid  on  used  , 

Vjj^^^^^   Levi's  blue  jeans.  Prices:  $3,000  for  a 
„     vIS^^^BII  mint-condition  pair  of  button-fly 
■^^i™HBBB   501s,  circa  1955.  To  the  French,  says 

HHft  I— I  Thomas  Kran  of  Levi-Strauss  France, 

jeans  "are  America.  They  represent  freedom,  the  big  spaces, 
the  dream  of  going  to  the  West."       rj—  ^ 
But  American  ideas  are  as  much  in  ^S^j^^ 
demand  as  the  idea  of  America.  JT'  ■^^^B 

The  cold  war  did  not  end  because  ^^^^JH^^^^P 
of  the  West's  superior  firepower.  _ 

instead,  the  notion  that  democratic    I  i  

ideals  and  a  free-market  system  yield  a  better  life  eventually 
penetrated  even  the  Iron  Curtain.  The  images  that  follow 
l^iMA    I  mm    I  IP  M  show  how  American  ideas 

S^^^^^mj^^^^^N^    willingness  to  experiment  and 
liiM^^^^^ffl^         ^  doors  to  the  world's  ideas 
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FLYING  FIRST-CLASS 

/.  The  best  ideas  don '/  stay  secret  for  very  long.  Seattle  s  Boehig  is  the 
world's  largest  aircraft  maker — and  the  No.  1  exporter  in  the  U.  S. — 
because  it  listens  to  its  customers  and  endlessly  tests  new  designs  and  mate^ 
rials.  The  results  are  world-beating:  Japan  Airlines  (top  left)  buys  $2  bil- 
lion worth  of  American  planes  and  other  goods  and  services  each  year'. 
^] ost  of  the  planes  cm  fivm  Boeing.  But  success  brmds  imitator's.  From  the 
['.S-  to  Ir'an,  Air'bus  Industrie  (above),  the  four-- rration  European  ainraft 
consortium,  now  challenges  Boeirrg  for  nearly  every  order  .  Some  U.  S.  ex- 
ports r'cly  less  on  rivets  and  r'adar  than>  on  emotion.  Case  in  point:  Tokyo 
Disneyland  (cerrter  left).  Thdrrks  to  trvde,  tourism,  and  speculative  fever; 
foieigrr-exchange  treading  now  stands  at  $1  trillion  ci  da\ 
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J  WE  TRUST 


TWO  WORLDS 

On  weeMays,  it's  the 
Ijiidley  Middle  School  in 
Mableton,  Gfi.,  a  sidmii)  of 
Atlanta.  Rut  each  weekend,  'ifs 
transformed  into  Ndiongo 
Gakko,  the  Japanese  l/ingiiage 
School,  where  Atlanta-hased 
Japanese  executives  pay  $63  to 
$74  a  month  to  send  their  chil- 
dren to  study  the  language  and 
culture  of  their  parents'  world. 
Japan's  Education  A/inistiy 
sets  the  curriculum.  When  the 
Atlanta  branch  ofNihongo 
Gakko  opened  in  1974,  it  had 
just  nine  students.  Now,  as 
Japan  Inc.  expands  its  U.S. 
presence,  enrollment  is  670. 
The  Nihongo  Gakko  movement 
itself  has  kept  pace,  givwing 
from  one  center  in  Nrw  York 
in  1962  to  27  weekend  schools 
in  North  America  today 


HIGH-FINANCE  U. 

For  a  moments  set  aside 
your  pessimism  over  America 's 
place  in  the  world  economy, 
and  remember  one  thing:  Wall 
Street  is  still  the  Mecca  of  mon- 
ey. Eveiy  year,  about  40  of  the 
best  and  brightest  yoiirtg  people 
from  Europe  and  Asia  join  60 
Americans  to  study  T-bills, 
spreads,  and  straddles  a/  that, 
bastion  of  capitalism,  Salomon 
Brothers.  Graduates  dispeise  to 
Salomon  offices  around  the 
world,  taking  their  newfound: 
skills  with  them 
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THE      GLOBAL  ECONOMY; 


WORLD  QUENCHER 

European  intellectnah  lave 
to  deiifle        they  call  "T.ora- 
Cola  riil/iire. "  But  while  they 
sneer,  their  rountiymeu  are  or- 
flering  another  Coke.  About 
SCm  of  Coca-Cola  Co.  's  $12 
billion  or.w  in  annual  sales 
comes  fivm  outside  the  V.  S., 
and  the  wcrcy  Coke  logo  is  re- 
cognizable fi^m  Hong  Kong  to 
Hollywood.  The  taste  is,  too — 
/■//  each  of  the  185  countries 
where  Coke  is  it,  the  formula  is 
the.%ame.  In  fact,  except  for  a 
briefs  nmbegotten  dalliance 
with  "nrw  Coke,''  it  hasn't 
changed  since  1886.  Coke's  , 
message  doesn  't  change  with  the 
terrain,  either.  Around  the 
globe,  people  in  Coke  ads  seem 
the  same:  upbeat,  eneigetic,  cas- 
ually friendly — American,  in 
other  words 


RIVAL  ALLIES 

^  in  U.  S.  and  Japanese 
auto  makeis  aren  7  al- 
ways at  war.  Look  at  the' 
13-year  Ford-Mazda 
paitneiship.  With  Maz- 
da's distribution  help, 
F ord  now  sells  some 
72,000  units  a  year  in 
Japan.  And  with  mar- 
keting aid  from  Ford, 
Mazda  sells  343,000  ve- 
hicles a  year  in  the  U.  S.  , 
including  the  Navajo, 
made  in  Louisrcille 
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1  4  C  E      OF      THE      GLOBAL  ECONOMY 


ELVIS  LIVES! 

★  V/s/r  Tokyo's  Yoyogi  Park 
any  i^eekend,  and  you  II  see 
teenage  boys  stnitt  'ing  like 
James  Dean  and  Elvis  Presley 
in  die  1950s:  ducktad  haircuts, 
blue  jeans,  and  tight  T-shiits. 
A  mericaii  stjjes,  past  and  pre- 


':  sent,  set  the  tone  for  the  icorlds 
youth,  thanks  to  movies,  71' 
^Twin  Peaks  is  a  Hong  Kong 
hit),  and  pop  songs.  It's  big 
business,  too:  Annual  interna- 
tional sales  of  ivrorded  Ameri- 
can music  total  $9  billion 
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MAGIC  ACT 

^  'ihere  ■u:y/s  )io  sliorkigc  of 
star  athlcti's  in  HaireloiKi  for 
the  1992  Ohii/yjr  C.diiK's.  But 
one  star  oiits/ioiic  all  the  others: 
'  Eaiviii  "Magic"  Johnson,  the 
Los  Angeles  Ijikeis  guard  vrho 
retired  briefly  from  pro  hasket- 
IhiII  \irlien  he  learned  he  has  the 
AIDS  vims.  He  iin-retired  long 
enough  to  \^-in  a  gold  medal 
a."////  the  r.S.  Olyinpir  sr/iiad. 
and  tiC'o  months  later  rejoined 
the  Lakeis.  The  international 
attention  I  ad  shed. on  the 
Dream  'I'eani  shores  hoxc  hoops 
is  fast  becoming  the  xc'orld's  fa- 
vorite game.  An  American  in- 
vention, it's  nov:  played  in  at 
least  192  countries.  Athletes 
from  five  continents  play  in  the 
NBA,  \C'ho.<:e games  are  telecast 
in  93  countries 
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In  this  community  alone 
Kodak  imaging  technologies 
—photographic  and  electronic- 
help  capture,  store,  print  and  copy 
10  billion  business  images  a  day 

,  Imagine  what  we  can  do  for  you. 
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TWILIGHT  OF 
THE  NERDS? 

American  sofrware 
is  slipping  behind 
in  quality.  The 
answer.^  Focus  on 
upgrading  pro- 
grammers' skills 
and  using  new 
techniques 


164 

RESEARCH  AND 
BEDEVILMENT 

Can  the  U.S. 
maintain  its  lead 
in  science  while 
addressing  the 
nuts-and-bolts  is- 
sues that  will  keep 
it  competitive 

PAYING  FOR  BIG  SCIENCE 

International  col- 
laboration will  be 
needed  to  fund 
megaprojects 


175 

THE  BLOSSOMS 
OF  BIOTECH 

No  field  is  more 
vibrant,  and 
America  still  holds 
the  lead.  But  this 
is  no  time  for 
complacency.  The 
industry's  thirst  for 
capital  makes  it 
vulnerable  to  for- 
eign competition 


176 

LOOKING  FOR 
THE  RIGHT  STUFF 

Steel,  silicon,  and 
other  commodities 
that  built  the  U.S. 
economy  are  giv- 
ing way  to  'de- 
signer materials' 
created  atom  by 
atom.  They're  the 
stuff  of  competi- 
tiveness, but 
America's  lead  is 
far  from  secure 


\77 

BEYOND  MASS 
PRODUCTION 

A  radical,  top-to- 
bottom  rethinking 
of  the  manufactur- 
ing process  could 
put  U.S.  industry 
on  top.  But  are 
America's  busi- 
nesses ready  to 
enter  'the  Age  of 
Agility'.? 


it  competitive.?  ^^P'^^'  "^^^^^ P| II  111) J. -MWiP    ^"^"^^  ^ 

vulnerable  to  for-         /  nesses  ready  to 

PAYING  FOR  BIG  SCIENCE  eign  competition        /    /  NL  enter 'the  Age  of 

International  col-  ■^JL/"^^^  Agility'.? 

needed  to  fund  f^'^m^^^^^ ^ 

A 

lilON 
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REALITY 
CHECK 

Has  America  forgotten 
the  difference  between 
invention  and  innova- 
tion? U.S.  research  and 
basic  science  may  be  the 
best  in  the  world,  but  the 
breakthrough  competi- 
tion is  heating  up.  And 
U.S.  companies  often  lag 
in  con\  erting  laborator\^ 
discoveries  into  new 
products 


BABY  WITH  DNA  IMAGE 
BY  PETER  MENZEL 
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INNOVATION 


SCIENCE  &  TECHNOLOGY 


MOVING  THE  LAB  CLOSER 
TO  THE  MARKETPLACE 

CAN   THE    U.S.   AGAIN   TURN    INVENTION    INTO  INNOVATION? 


OThe  story  has  a  depressingly  famil- 
iar rinf^.  Researchers  at  industrial 
f^iant  General  Electric  Co.  begin 
developing  a  machine  that  can  "see" 
through  skin  to  peer  deep  into  the  body. 
Tapping  into  the  company's  technological 
resources,  the  scientists  build  one  of  the 
first  working  prototypes  of  the  imaging  de- 
vice. But  when  it  comes  to  manufacturing 
and  selling  such  a  machine,  foreign  and  do- 
mestic rivals  are  cjuick  to 
overtake  GE. 

'I  his  isn't  your  familiar 
tale  of  declining  U.  S.  com- 
petitiveness, however.  It 
took  place  in  the  189()s. 
The  path-breaking  technol- 
ogy was  the  X-ray  machine, 
and  GE  stumbled  because, 
even  then,  it  was  too  big  to 
coordinate  research  and  de- 
velopment being  done  in  its 
far-tlung  factories,  explains 
Universit\'  of  Virginia  histo- 
rian \\  .  Bernard  (^adson.  So 
in  1900,  in  a  stroke  of  "or- 
ganizational innovation," 
says  Carlson,  the  company 

set  up  the  nation's  first  cen-   

tral  R&D  lab,  in  Schenecta-  — 
dy,  N.  Y.  It  worked.  By 
1914,  the  lab  had  developed  advanced 
light  bulb  technology^  that  also  enabled  (iK 
to  build  better  X-ray  generators,  and  re- 
capture the  X-ray  machine  market. 

HUFFING  AND  PUFFING.  Now,  a  centurv  lat- 
er, much  has  changed.  Scores  of  compa- 
nies followed  GE's  example,  and  labs  such 
as  American  Telephone  &  Telegraph's 
Bell  Laboratories,  RC:A's  David  Samoff  Re- 
search Center,  and,  later,  IBM's  Thomas  J. 
Watson  Research  Center  became  engines 
of  innovation.  After  Wodd  War  II,  Uncle 
Sam  got  into  the  act,  pouring  money  into 
university  and  government  labs.  As  the 
II.  S.  bcc  ime  the  world  leader  in  science,  a 
stream  of  ('iscoveries  helped  power  the  na- 
tion's economic  growth,  creating  many  of 
today's  biggest  industries,  from  computers 
and  semiconductors  to  biotechnology. 
But  the  nation  that  spends  nearly  $160 


billion  a  year  on  R&D,  roughly  twice  as 
much  as  No.  2  Japan,  is  suffering  from  a 
problem  eerily  reminiscent  of  GK's  a  cen- 
tury ago.  It  seems  that  fewer  of  the  dis- 
coveries from  the  big  labs  are  winning  the 
race  to  market.  Why.''  Sometimes,  what  sci- 
entists cook  up — although  dazzling — has 
little  bearing  on  the  business  of  the  cor- 
porations that  paid  for  them.  Sometimes, 
companies  fumble  what  labs  hand  them. 


Then,  foreign  competitors  take  the  inven- 
tions and  run  with  them.  The  litany  is  fa- 
miliar: videotape  recorders,  fax  machines, 
minilasers,  flat-panel  displays,  and  many 
more.  "We  do  a  great  job  winning  Nobel 
prizes,"  says  Michael  J.  Kelly,  director  of 
Georgia  Institute  of  Technology's  Manu- 
facturing Research  Center.  "But  we  don't 
take  the  next  step  and  use  them  to  do 
something  for  the  nation's  economy." 

Unless  companies  once  again  master  the 
process  in  which  invention  turns  to  inno- 
vation, V.  S.  competitiveness  will  decline. 
"These  are  troubling  times,"  says  Robert 
M.  White,  head  of  the  Commerce  Dept.'s 
Technology  Administration.  "I  can  see  a 
lot  of  things  starting  to  happen  that  could 
conspire  to  accelerate  the  decrease." 

One  alarming  possibility  is  that  policy- 
makers and  business  are  drawing  the  wrong 
conclusions  from  the  humbling  1980s. 


While  it's  true  that  foreign  competitors  of- 1 
ten  succeeded  by  emphasizing  incremental  I 
improvements  in  existing  products  andj 
manufacuiring  processes,  it  would  be  a  mis- 
take to  swing  too  far  in  that  direction. 

LESSONS  GALORE.  It's  tempting,  in  an  era 
of  rising  global  competition  and  corporate 
restnicturing,  simply  to  cut  funding  for  fun- 
damental science.  That's  what  White  fears 
is  happening  at  such  labs  as 
Bellcore  and  AT&T  Bell 
Labs,  as  R&D  directors 
staiggle  to  serve  better  the 
immediate  needs  of  the 
corporation.  The  problem 
is  that  research  is  essential 
for  making  the  break- 
throughs that  spur  growth. 
Consider  biotechnology 
(page  175),  a  field  emerg- 
ing from  decades  of  pure 
scientific  research,  or  mate- 
rials research  (page  176), 
which  could  reshape  exist- 
ing industries.  "Some  of 
the  steps  we've  taken  to 
compete  better  with  the 

IBM  TEAMED  UP 
WITH  TOSHIBA  IN 
ELAT  PANELS 

Japanese  threaten  the  area  where  we've 
been  strong  in  the  past — making  the  pio- 
neering inventions,"  says  Roland  W. 
■Schmitt,  president  of  Rensselaer  Polytech- 
nic Institute  (Rl'I)  and  former  research 
chief  at  GE. 

So  how  can  the  U.  S.  keep  its  vital  lead 
in  science  and,  at  the  same  time,  address 
the  issues  that  will  shore  up  competitive- 
ness today.''  What  exactly  did  go  wrong  in 
the  land  of  Thomas  Edison,  Henry  Ford, 
and  Yankee  ingenuity?  And,  more  impor- 
tant, how  can  it  be  fixed.'' 

There's  no  lack  of  proposed  solutions 
from  chief  executives,  pundits,  and  politi- 
cians: Prov  ide  R&D  tax  breaks.  Switch  fed- 
eral research  money  from  weapons  to  com- 
mercial technologies.  Pressure  foreigners 
to  open  their  markets.  These  steps  would 
help,  but  none  gets  to  the  deeper  roots  of 
America's  problems:  the  policies  that  have 
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Iclccl — and  still  sliapc — rcscarcli,  tlisco\  - 
,  and  innovation. 

V  look  back  over  the  past  few  decades 
eals  lessons  galore,  from  the  failed  vi- 
n  of  companies  that  clung  too  long  to 
losaur  technologies  to  the  courage  of  a 
rox  Corji.,  which  clawed  its  way  back  to 
dership  in  copiers  after  being  whipped 
Japanese  competition.  The  good  news  is 
c  many  U.  S.  companies,  even  entire  in- 
stries,  are  doing  better.  And  if  there's 
;  moral,  it's  that  Corporate  America  can 
orm  itself  "Most  of  the  problems  of 
npetitiveness  are  problems  of  private  in- 
stry,"  says  Motorola  Inc.  CEO  George 
C.  Fisher. 

iT  FOOTWORK.  In  a  sense,  some  of  the 
iblcms  facing  American  industrial  compa- 
s  arc  the  unintended  side  effects  of  the 
:ion's  century-long  climb  in  science, 
len  GE  was  setting  up  its  central  lab, 
;  U.  S.  was  such  a  scientific  backwater 
It  Americans  trooped  off  to  Kurope  for 
/anced  degrees.  But  the  U.  S.  was  a  hot- 
d  of  innovation.  Roving  eyes  and  fast 
itwork  were  effective  substitutes  for  ba- 
research.  "One  of  the  keys  to  our  great- 
ss  was  that  we  scoured  the  world  for 
hnological  innovation,"  says  Richard  L. 
)rida,  professor  of  management  at  (>arne- 
:  Mellon  University.  Back  then,  "Euro- 


peans used  U)  (.oiiiplam  al)i)iit  iis  stealing 
their  technology,  the  way  we  now  complain 
about  the  Japanese,"  says  Edwin  Mans- 
field, director  of  the  Center  for  Econom- 
ics &  Technology  at  the  University  of 
Pennsylvania.  One  example:  A  year  after 
(ierman  physicist  VVilhelm  Conrad  Roent- 
gen discovered  X  rays  in  1895,  eight  V.  S. 
companies  were  making  X-ray  machines. 

Also  like  the  Japanese  of  today,  early 
20th  centun.-  Y  ankees  were  masters  of  man- 
ufacturing. Henn,  1^'ord's  great  achie\ement 
was  his  mass-production  system  for  the 
Model  T,  not  the  automobile  itself  Ford 
Motor  Co.  and  other  industrial  giants  trans- 
ferred the  organizational  skill  from  their 
factories  to  the  process  of  innovation.  By 
setting  up  corporate  laboratories,  says  Flor- 
ida, "U.  S.  firms  were  the  first  to  institu- 
tionalize innovation." 

World  War  II  brought  a  dramatic  change. 
Fueled  by  massiv  e  federal  funds,  scientists 
perfected  radar  and  built  the  atomic  bomb, 
while  medical  researchers  tamed  malaria 
and  brought  penicillin  into  widespread  use. 
"The  war  effort  taught  us  the  power  of  ad- 
equately supported  research  for  our  com- 
fort, our  security,  our  prosperity,"  wrote 
Vannevar  Bush,  the  principal  architect  of 
the  w  artime  explosion  of  research,  in  his 
memoirs,  P/m's  of  the  Action. 

When  the  war  was  over,  there  was  no 


CORNING  IS  CONTENT  TO 
WAIT  FOR  A  PAYOFF  FROiM 
ITS  CERAMICS  RESEARCH 

letup.  As  head  of  the  government's  Office 
of  Scientific  Research  &  Development, 
Bush  orchestrated  a  policy  that  profoundly 
changed  the  landscape  of  American  science 
and  industry'.  Fhc  idea  was  that  govern- 
ment should  fund  basic  research  and  Rtkl) 
aimed  at  national  needs,  such  as  health  and 
defense.  /\ny  discoveries  from  this  research. 
Bush  expected,  would  spin  off  into  com- 
mercial products,  bolstering  the  American 
standard  of  liv  ing. 

RICH  SPINOFF.  By  some  measures,  this  pol- 
icy has  been  a  stunning  success.  Billions 
of  tax  dollars  helped  create  the  world's  best 
research  universities,  built  Stealth  fighters, 
and  found  cures  for  disease.  I^ederal  R&I) 
money — most  of  it  doled  out  in  the  name 
of  defense — also  spawned  world-leading 
industries  in  aerospace,  electronics,  com- 
puters, and  biotechnology. 

^'et  there's  a  growing  consensus  in  Wash- 
ington and  among  high-tech  CEOs  that  the 
strategy  wasn't  quite  as  awesomely  suc- 
cessful as  it  seemed.  New  inventions  cer- 
tainly helped,  but  U.  S.  postwar  economic 
dominance  was  largely  the  result  of  the 
devastation  of  our  industrial  competitors. 
"We  ended  up  v\  ith  all  of  the  w  orld's  pro- 
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Kodak  thermal  dye  printing  technology  creates  high 
resolution  prints  and  transparencies  of  what  you  create  on 
your  computer— in  less  than  3%  minutes. 

Kodak  thermal  printers  help  you  make  the  most  of  your 
presentations  and  briefings,  delivering  exceptional 
color  or  black-and-white  prints  and  overheads  from  many 


digital  sources.  To  see  how  Kodak  can  put  imaging 


to  work  for  your  business,  call  1  800  445-6325,  Ext.  950N. 


cluctive  capabiliry  and  most  of  the  brains," 
says  (icorge  Hazelrig,e;,  director  of  emerging 
technologies  at  the  National  Science  Foun- 
dation. "We  found  ourselves  dominant — 
and  lived  off  that  for  40  years." 

It's  now  becoming  clear  that  the  post- 
war research  system  had  serious  drawbacks. 
Funding  military'  and  space 
research  along  with  basic  sci- 
ence fostered  an  R&D  cul- 
ture that  valued  pure  sci- 
ence and  gold-plated 
projects  over  practical  engi- 
neering, says  Lehigh  Uni- 
versity President  Peter  W. 
Likins.  When  he  was  work- 
ing on  National  Aeronautics 
&  Space  Administration 
spacecraft  at  the  l!niversit\' 
of  California  at  Los  Angeles 
in  the  1960s,  Likins  recalls 
"the  whole  mindset  was 
noneconomic."  Generations 
of  the  best  graduate  stu- 
dents learned  to  prize  pure 
science  and  scorn  what  were 
seen  as  the  less  challenging 
problems  of  industry. 

The  same  disdain  for 
product  development  infect- 
ed corporate  labs.  National 
Academy  of  Sciences  policy  analyst  Chris- 
topher 'F.  Hill  recalls  being  recruited  by 
Exxon,  Shell,  and  nine  other  companies  as 
a  newly  minted  chemical  engineer  in  1%8. 
F^ach  promised  "I  would  be  unimpeded 
by  commercial  concerns,"  he  says.  One 
even  prohibited  its  research  chemists  from 
visiting  the  labs  or  factories  of  its  operat- 


The  cost  of 
bringing  mega- 
technologies 
to  the  market 
is  rising  so 
quickly  that 
not  even  big 
corporations 
can  afford  to 
go  it  alone 
these  days 


IN  NOVATION 


ing  divisions.  "It  was  such  a  tragic,  mis- 
guided notion  of  how  to  mobilize  science  in 
the  ser\  ice  of  the  corporation,"  he  says. 

So  how  do  we  do  it  right.''  "There  are  no 
silver  bullets,"  says  Gerald  L.  Wilson,  for- 
mer dean  of  engineering  at  Massachusetts 
Institute  of  Fechnology  who  became  vice- 
president  of  Carrier  Corp.  last 
year  to  help  the  air  condition- 
er-maker revitalize  technolo- 
gy and  manufacturing.  Fhere 
are,  however,  some  pointers 
from  companies  that  have 
held  or  won  back  their  com- 
petitive edge.  Success,  it 
seems,  boils  down  to  per- 
forming a  balancing  act  be- 
tween today's  realities  and  to- 
morrow's possibilities. 

Fhat's  easier  said  than 
done.  Nevertheless,  here's  a 
guide  to  reinventing  innova- 
tion in  America. 


WHAT  COMPANIES  CAN  DO: 

►  Look  outside  for  new 
developments. 

Believing  their  gleaming 
corporate  labs  were  all-seeing 
and  all-knowing,  American 
companies  lost  the  ability  to 
spot  innovations  percolating  elsewhere. 
These  days,  says  Donald  N.  F"rey,  a  North- 
western University  management  professor 
and  former  CEO  of  Bell  &  Howell  Co., 
"the  odds  of  your  own  lab  coming  up  with 
the  breakthrough  is  1  in  1,000."  He  rec- 
ommends "airplane-ticket  research" — 
scouring  the  globe  for  new  ideas,  as  the 


Japanese  do.  "  Fhe  amount  of  information 
they  send  back  is  enormous,"  says  (]o?ti- 
merce's  White. 

In  fact,  some  executives  now  believe  a 
major  purpose  of  basic  research  at  individ- 
ual companies  is  information-gathering. 
News  of  breakthroughs  spreads  swiftly 
among  the  elite  scientists  in  any  field.  I'he 
price  of  admission  to  this  inside  knowledge 
is  staffing  corporate  labs  with  top  research- 
ers, who  can  present  their  own  discoveries 
at  scientific  meetings — where  they  aKd 
learn  about  the  work  of  others. 

Some  American  companies  are  adopting 
this  outward-looking  strategy.  At  Digital 
Fxjuipment  Corp.,  the  troubled  minicom- 
puter maker,  "we  treat  university  research 
as  a  virtual  research  lab,"  says  Samuel  H. 
Fuller,  vice-president  for  corporate  research. 

►  Look  for  joint  ventures. 

Fhe  cost  of  commercializing  new  "mega- 
technologies"  is  rising  so  quickly  that  even 
the  biggest  corporations  can't  afford  to  do 
the  job  alone.  Vot  example,  becoming  a 
player  in  active  matrix  tFat -panel  displays — 
used  in  color  laptop  computers — takes  an 
entry  fee  of  more  than  $100  million,  notes 
Commerce's  White.  As  a  result,  "compa- 
nies are  compensating  by  forming  al- 
liances," he  says. 

Take  IBM.  For  years,  it  had  pursued 
plasma  display  technology,  which  proved 
impractical  in  portable  computers  because 
it  used  so  much  power.  Three  years  ago, 
the  company  realized  advanced  liquid-crys- 
tal displays  (LCDs)  were  "a  technology  we 
needed  access  to,"  says  Steven  W.  Depp, 
manager  of  IBM's  Entry  System  Technol- 


THE  AMERICAN  CENTURY  IN  R&D 


1900s 


U.  S.  companies 
such  as  General 
Electric  and  Eastman  Kodak  set 
up  central  research  laboratories 
that  innovate,  b<jth  by  old-fash- 
ioned tinkering  and  by  tapping 
basic  discoveries  from  Europe 


1930s 


While  the  g<jvemment 
funds  agncultural  re- 
search, commercial  labs  create  new 
prf)cesses  and  markets.  Television 
comes  from  R(]!A.  Bell  Labs  pioneers 
techniques  for  quality  control 


1940s 


The  war  effort 
pumps  federal  mon- 
ey into  R&D  labs.  Technology,  from 
the  atom  b<jmb  to  advanced  radar, 
emerges.  Postwar  research  brings 
the  transistor  and  other  innovations 
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WHERE  GOVERNMENT  R&D  MONEY  GOES 

DEFENSE        ■  BASIC  SCIENCE'  ■  INDUSTRIAL  DEVELOPMENT  ■  AGRICULTURE,  FORESTRY,  FISHING 

CIVILIAN  SPACE  ■  HEALTH         ■  ENERGY  ■  ENVIRONMENT,  INFRASTRUQURE, 

SOCIAL  SERVICES 


1972 

PERCENT 

DATA:  NATIONAL  SCIENCE  FOUNDATION 

1989  ►    U.S.  $62.6  BILLION 

SPENDING 

JAPAN  $11.0  BILLION         GERMANY  $10.4  BILLION 

*ln  Germany  this  includes  general  university  funds 

es  Laboratory.  So  the  company  formed 
)int  venture  with  Toshiba  Corp.  IBM 
night  expertise  in  materials;  Toshiba 
)eri()r  manufacturing. 
Ilic  list  of  such  alliances  includes  such 
npanies  as  Hewlett-Packard  and  llita- 
,  Boeing  and  Mitsubishi,  Apple  (Jom- 
:erand  Sharp  Electronics.  IBM,  Toshiba, 
i  Siemens  joined  forces  in  memory 
ps.  In  addition,  a  number  of  companies 
'e  joined  together  to  form  consortiums  to 
ate  everything  from  advanced  batteries 
icmiconductor  tools.  Microelectronics  & 
mputer  Technology  Corp.  (MC;C:),  for 
imple,  is  helping  computer  makers  in 
:h  areas  as  methods  for  storing  data 
ically. 

Innovate  all  the  way  to  tlie  factory 
or. 

ihcr  Wodd  War  II,  the  glorification  of 
earch  in  the  U.  S.  left  shop-floor  inno- 
ion  a  poor  stepchild.  "Americans  don't 


pay  attention  to  manufacturing — it's  a  dir- 
ty word,"  says  Peter  R.  Sferro,  staff  engi- 
neer for  advanced  manufacturing  at  lord.  A 
study  by  Penn's  Edwin  Mansfield  shows 
that  Japanese  companies  devote  twice  as 
much  R&[)  to  tooling  and  manufacturing 
as  V.  S.  companies  do.  "American  CKOs 
say  manufacturing  is  important,"  Mans- 
field says,  "but  you  can't  get  them  to  put 
money  into  it." 

That  neglect  has  serious  consequences. 
The  key  step  in  commercializing  such 
products  as  advanced  memory  chips  or  flat- 
panel  displays  is  not  designing  the  devices, 
but  making  them.  "That's  the  reason  Jap- 
anese deploy  their  best  engineers  in  pro- 
duction," says  Tadahiro  Ohmi,  electronics 
professor  at  Tohoku  LIniversicy,  who  con- 
sults with  such  U.S.  chipmakers  as  Intel, 
IBM,  and  Advanced  Micro  Devices.  "Un- 
fortunately, in  America,  the  best  minds  re- 
main stuck  at  the  design  stage."  When  a 
Japanese  and  an  American  company  put 


in  identical  chipmaking  lines,  he  says,  the 
U.  .S.  company  will  maintain  the  facility  at 
the  ()nginal  specifications,  but  the  Japanese 
continually  improve  theirs.  Unless  this 
changes,  he  adds,  "I'm  afraid  that  Ameri- 
cans will  fall  behind  in  every  case." 

Fortunately,  many  American  managers 
are  alert  to  this  situation.  Titans  such  as 
IBM,  Xerox,  and  AFScT  are  breaking  down 
the  walls  between  research,  development, 
and  manufacturing  (page  177).  At  Bell 
Labs,  for  example,  solid-state  physicist 
Gregg  S.  Higashi  spends  two  days  a  week 
at  an  Allentown  (Pa.)  factory  applying  his 
research  on  silicon  surfaces  to  the  problem 
of  cleaning  devices  during  manufacturing. 

►  Walk  a  tightrope  between  incremen- 
tal improvements  and  big  break- 
throughs. 

In  a  persuasive  forthcoming  book,  W///- 
ning  in  High-Tech  Markets,  Joseph  Ci.  Mo- 
rone,  director  of  the  Center  for  Science  & 


Os 


With  the  rest  of 
>V/S  the  world  still 
ig  from  World  War  II, 
inufacturers  are  domi- 
;apons  and  space  pro- 
x)st  R&D  funding 


1970s 


On  the  cut- 
ting edge, 
IJ.  S.  companies  create  revo- 
lutions in  information  tech- 
nology and  biotech.  Compla- 
cent older  industries,  such  as 
steel,  take  a  beating  from 
Japanese  rivals 


Defense 

buildup  creates  high-tech  weapons 
such  as  Tomahawk  missiles.  But  strength 
in  basic  research  does  little  to  stop  erosion 
in  everything  from  cars  to  semiconductors 


1990s 


Backs 
against 


the  wall,  U.  S.  companies 
revamp  the  innovation 
process.  Focusing  <jn 
speeding  higher  quality 
products  to  market,  steel 
and  auto  makers  halt 
their  slides.  But  what  are 
the  right  R&D  bets  for  the 
post-cold-war  era? 
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'I'crhnoiof^y  Policy  at  RPI,  argues  that  the 
kc\  to  sucxcsstui  R&D  is  tbrcefully  direct- 
ing it  according  to  a  long-term  business 
strategy.  Motorola,  for  example,  is  com- 
mitted to  leading  in  mobile  communica- 
tions. Its  executives  must  (.leal  simultane- 
ously with  two  otten-contlicting  objectives: 
iVj  stay  ahead,  they  must  obsessively  im- 
prove peribrmance,  quality,  and  cost  of  ex- 
isting products.  But  they  must  also  leap 
forward  to  new  technologies  and  products, 
even  if  the  advances  render  current  offer- 


I  N  NOVA  T  I  0  N 


ings  obsolete.  "Unless  a  company  sets  up 
to  compete  against  itself,  it  will  go  out  of 
business,"  says  the  N.SF's  Hazelrigg. 

How  to  strike  the  correct  balance  be- 
tween Big  Think  research  and  tweaking 
today's  products.'^  The  answer,  in  buzz- 
words, is  "business  pull,"  which  is  the 
antithesis  of  the  old  "technology  push." 
Instead  of  R&D  labs  trying  to  sell  manage- 
ment on  far-out  ideas,  executives  them- 
selves should  have  a  vision  of  the  future 
that  guides  and  stimulates  the  technology 


development.  "Having  a  strategic  context 
for  R&D  is  the  opposite  of  the  classic  idea 
that  you  sh(juld  leave  scientists  and  engi- 
neers alone  and  they  will  produce  good 
things,"  says  Morone. 

Few  companies  have  the  vision  at  the 
top  to  manage  R&D  as  Morone  prescribes, 
(horning  Inc.  may  be  one.  Determined  to 
be  a  leader  in  all  aspects  of  glass  technolo- 
gy, it  spent  millions  on  research  in  fields 
such  as  special  glass  for  lasers  and  meth- 
ods to  make  high-quality  car  windshields. 


PAYING  FOR 
BIG  SCIENCE 


O Earlier  this  year,  George  F.  Smoot,  a  physicist  at  Law- 
rence Berkeley  National  Laboratory  in  Berkeley,  Calif 
offered  humanity  a  new  glimpse  of  creation.  Scientists 
had  known  the  universe  was  bathed  in  a  faint  glow  of  micro- 
wave radiation — evidence  of  the  Big  Bang  some  15  billion 
years  ago.  But  that  presented  a  major  puzzle.  Measurements 
showed  it  was  exactly  the  same  strength  in  even*'  direction, 
implying  the  Big  Bang  spread  matter  uniformly  through  the 
universe.  If  so,  how  did  mattet  end  up  clumped  in  galaxies.'' 

Smoot  suspected  that  more  precise  instruments  would  find 
"liuTips"  in  the  microwave  glow.  So  he  created  a  sensitive  de- 
tector that  was  lofted  into  orbit  in  1989.  By  April,  1992, 
Smoot's  team  was  convinced  the  $160 
million  satellite  had  spotted  the  cru- 
cial lumps.  "If  you're  religious,"  an 
ebullient  Smoot  said,  the  discovery 
was  "like  looking  at  Ciod." 

GOLDEN  SUNSET?  li.  S.  industries  may 
be  slipping,  but  when  it  comes  to 
making  fundamental  discoveries, 
America  is  still  tops.  "We  have  the 
strongest,  healthiest,  most  creative  sci- 
entific research  establishment  in  the 
world,"  declares  Walter  1{.  Massey,  di- 
rector of  the  National  Science  I-'oun- 
dation  (NSF).  Indeed,  Berkeley  Lab 
Director  (Charles  V.  Shank  suggests 
the  I  .  S.  will  go  down  in  history  as  a 
scientific  .Medici.  "Other  cultures 
have  contributed  painting  or  wonder- 
ful classical  music  to  mankind,"  he  says.  "The  U.  S.  will  have 
contributed  an  understanding  of  the  wodd  around  us." 

But  is  America's  golden  era  of  science  drawing  to  a  close.'' 
i'he  few  major  industrial  labs  that  do  fundamental  research, 
such  as  Bellcore  and  .Vl  Ys:'!  "s  Bell  Labs,  are  shifting  to  more 
applied  work.  And  the  federal  government — the  chief  patron 
of  science  in  the  V.  S. — is  also  beginning  to  cut  back.  After 
years  of  sharp  increases,  (Congress  trimmed  the  N.Sl  "s  overall 
199,^  research  budget  bv  $1,^  million,  to  $1.86  billion,  down 
0.7%  from  1992  levels.  ' 

Tightc-  federal  budgets  are  bad  enough.  But  researchers 
also  see  a  growing  disillusionment  with  basic  science.  Despite 


the  massive  federal  investment  in  research,  "our  economic  se- 
curity has  not  been  assured,"  explains  Peter  W.  Likins,  presi- 
dent of  Lehigh  University.  "There's  a  sense  on  the  part  of 
the  taxpayer  that  we've  let  them  down." 

That  has  executives  and  politicians  calling  for  a  new  sci- 
ence policy  and  more  practical  research.  "I  don't  think  pump- 
ing in  money  at  the  basic  research  level  and  keeping  your  fin- 
gers crossed  is  adequate  for  this  new  world,"  says  John 
Rowell,  vice-president  of  superconductivity  startup  Conduc- 
tus  Inc.  in  Sunnyvale,  C^alif  Congress  agrees.  In  August,  the 
Senate  directed  NSF  to  push  harder  to  transfer  research  re- 
sults into  the  market.  And  Representative  George  E.  Brown 
Jr.  (D-Calif ),  chairman  of  the  House  Science  Committee, 
wants  science  to  be  gauged  not  by  Nobel  prizes  but  by 
progress  toward  such  goals  as  decreased  pollution  and  im- 
proved competitiveness. 

Such  recommendations  sound  laudable,  but  they  alarm 
many  scientists.  "If  we  focus  too  much  on  short-term  results, 
I  worry  about  where  the  next  transistor  or  other  fundamental 
bteakthrough  will  come  from,"  argues  Cornell  University 

SMOOT:  PICKING  OUT 
THE  LUMPS  LEFT  BY  THE 
BIG  BANG 

phvsicist  Robert  C.  Richardson. 

And  keeping  the  system  healthy  is 
more  crucial  than  ever.  "Science  is 
improving  in  much  of  the  wodd," 
says  Smoot.  Europe  has  taken  the 
lead  in  high-energy  physics,  and  Ja- 
pan, which  has  long  focused  on  ap- 
plied work,  is  pouring  money  into 
basic  research. 

Indeed,  science  may  be  one  area 
that  needs  protecting,  not  reinvent- 
ing. One  way  to  keep  it  in  shape  is  to 
spread  the  costs  of  Big  Science  pro- 
jects such  as  the  $8  billion  supercon- 
ducting supercollider.  Such  research, 
designed  to  advance  the  world's  frontiers  of  knowledge  rather 
than  provide  direct  benefits,  should  be  international  collabora- 
tions, with  costs  and  bragging  rights  to  any  discoveries  shared 
among  many  countries.  That  could  free  money  for  small  pro- 
grams, such  as  the  $.S0  million  Advanced  Technology  Pro- 
gram in  the  Commerce  Dept.  to  speed  practical  applications. 

Still,  stinting  on  basic  science  would  be  shortsighted.  A 
thriving  scientific  community  will  keep  the  best  minds  from 
all  over  the  world  coming  to  U.  S.  universities.  That  boosts 
the  talent  available  for  business  and  society.  And  it  may  let  us 
continue  to  probe  the  deepest  mysteries  of  the  universe. 

By  John  Carey  in  Washington 
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;ither  project  yielded  products  right 
ay.  But  the  accumulated  expertise  paid 
.  The  laser  research  enabled  the  com- 
ny  to  develop  pure  optical  fibers,  the 
;hway  of  the  Information  Aj^e.  And  the 
ndshield  technology  led  to  what  will 
)n  be  a  $100  million-a-year  market  for 
rning:  glass  for  the  flat-panel  displays 
'A  in  laptop  computers, 
horning  continues  to  fund  basic  re- 
irch  in  glass  and  ceramics,  paving  the 
y  for  the  next  breakthroughs.  Mean- 
ile,  it's  improving  the  quality  of  its  opti- 
fibers  and  flat-panel  glass.  "It's  passion 
continuous  improvement  that  enables 
J  to  be  a  global  competitor,"  says  Vice- 
lairman  David  A.  Duke,  who  oversees 
rning's  R&D. 

t's  clear  that  U.  S.  companies  will  contin- 
to  be  responsible  for  their  own  destiny, 
ivernment  R&D  policies  won't  change 
w  a  technologically  savvy  company  com- 
tes  in  the  global  marketplace.  Nor  can 
;y  turn  a  fading  industry  into  a  winner, 
t  it's  also  apparent  Uncle  Sam  can  make 
ngs  easier. 

m  GOVERNMENT  CAN  DO : 

Redirect  federal  R&D  spending. 

Fhe  military  still  consumes  more  than 
%  of  the  nation's  R&D  budget,  but  the 
lustrial  spin-offs  don't  seem  to  be  there 
ymore.  One  reason:  Military  technolo- 
now  often  lags  behind  commercial  otfer- 
;s,  notes  Daniel  F.  Burton  Jr.,  executive 
e-president  of  the  Council  on  Compet- 
'eness,  a  joint  industry-academia  group, 
le  components  in  a  camcorder,  he  says, 
;  as  sophisticated  as  any  found  in  the 
litary,  yet  cost  the  Japanese  far  less  than 
;  Pentagon  to  make. 
Vow  that  the  cold  war  is  over,  billions 
defense  R&D  money  could  be  shifted 
commercial  technologies 
ch  as  superconductivity, 
vanced  materials,  and  op- 
;lectronics — as  long  as  it 
ss  to  promising  ideas  from 
iearchers  instead  of  pro- 
:ts  picked  by  politicians, 
le  government  could  also 
pport  much-needed  re- 
irch  in  manufacturing  and 
ler  practical  areas,  signal- 
^  that  such  efforts  are  as 
;al  as  basic  science. 
Moreover,  the  government 
jst  revamp  the  national  la- 
ratories,  now  that  they  are 

longer  needed  to  win  the 
iclear  arms  race.  It's  clear 
e  labs  should  be  shrunk. 
It  they  also  have  technol- 
y  and  talent  that  industry  can  use.  The 

S.  needs  to  boost  efforts  to  transfer  tech- 
ilogy  out  of  the  labs,  and  put  government 
iearchers  to  work  on  such  societal  goals  as 
eventing  pollution  and  improving  energy 
ficiency. 


►  Create  a  manufacturing  extension 
service. 

The  government  could  reach  out  to  the 
nation's  .VS5,0()()  small  manufacturers. 
These  companies  account  for  nearly  99% 
of  American  producers  but  lag 
far  behind  their  Japanese 
counteqiarts  in  using  comput- 
er-controlled machine  tools 
and  ciuality  programs.  Feder- 
al and  state  aid  to  small  man- 
ufacturers totals  only  $80  mil- 
lion a  year,  compared  with 
billions  for  similar  services  in 
Japan. 

•Setting  up  a  technology  ex- 
tension service  would  narrow 
the  gap.  Just  as  the  agricultu- 
ral extension  service  taught 
farmers  modern  methtjds,  the 
service  would  assist  small 
companies  in  implementing 
manufacturing  technologies. 

None  of  these  recommen- 
dations is  a  panacea.  Adopt- 
ing them  will  recjuire  fierce  resolve  in  a 
time  of  recession  and  budgetary  constraints. 
But  the  success  of  such  companies  as  Mot- 
orola, Xerox,  and  Corning  is  evidence  that 
these  strategies  do  work — that  American 
industry  still  can  be  second  to  none.  And 


vviiethcr  from  foresight  or  desperation, 
more  CEOs  arc  waking  up  to  the  tough 
new  realities  of  global  competition.  "W  hen 
problems  do  arise,  we  eventually  build  up 
the  momentum  to  make  corrections,"  says 
Commerce's  White. 

Indeed,  one  of  the  nation's  greatest 
strengths  is  a  felicitous  cf)mbination  of  fron- 
tier spirit  and  organizational  power.  ".Amer- 
ica reinvents  itself  because  it  has  entre- 
preneurs," says  Virginia's  ("arlson.  "But 
somehow,  our  social  and  economic  system 
also  allows  us  to  create  large  organizations 
for  manufacturing  and  marketing."  The 
blend  creates  intense  competition  and  the 
capacity  for  unusually  fast  response.  It  helps 
explain  why  U.  S.  companies  have  been 
able  to  stay  ahead  of  better-financed  but 
slower  Japanese  giants  in  HD  TV  systems 
and  telecommunications. 

"We  can  catch  up,"  insists  Jack  Simon, 
who  heads  CJeneral  Motors  (>)rp.'s  efforts 
to  tap  into  the  national  laboratories,  "  fhe 
question  is:  Do  we  have  the  will.''"  Assum- 
ing that  the  innovative  urge  that  creat'  ■ 
everything  from  mass  production  r 
personal  computer  remains,  the  an' 
resounding  yes. 

By  John  Cany  in  Washingor  .  \  .'  t  lims 
In  Tokyo,  and  Mark  Ma-in:'  !r  Gary 
McWilHanis  in  Boston 


Now  that  the 
cold  war  is 
over,  billions  of 
dollars  from 
research  on 
defense  could 
be  shifted  to 
commercial 
technologies 
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of  electronics:  KODAK  Photo  CD  products  put  this  powerful 
combination  where  you  need  it  most:  right  on  your  desktop. 

The  KODAK  Photo  CD  System  writes  35  mm  film  images  onto 
special  compact  discs  at  high  resolution,  with  Kodak 
software  that  lets  you  use  those  ''digital  negatives"  in  desktop 
computer  applications.  To  see  how  Kodak  can  put 
imaging  to  work  for  your  business,  call  1  800  445-6325,  Ext.  950). 


i  I  I  I 
■  ■  I  " 


Imaging  by  all  means 


V  J  '  J  I  I  i 


INNOVATION 


SOFTWARE 


TWILIGHT 

OF  THE  NERDS? 


PROGRAMMING    MUST    GO    BEYOND    GRUNT  WORK 


O Edward  Yourdon  knows  America's 
programmers.  His  training  compa- 
ny, which  he  sold  in  1986,  taught 
250,000  people  the  programmer's  art.  He 
has  written  18  books  on  sofnvare  design 
and  now  travels  the  world  obser\  ing  how 
different  cultures  create  software.  The 
V.  S.,  \'ourdon  notes,  remains  the  unques- 
tioned leader  in  packaged  software — pro- 
grams such  as  Lotus  l-2-.v  And,  he  says, 
the  programmers  who  write  custom  appli- 
cations for  everything  from  banks  to  bou- 
tiques are  still  the  best.  But  Yourdan  has 
some  bad  news:  If  they  don't  change  their 
ways,  .American  programmers  could  "share 
the  fate  of  the  dodo  bird." 

That's  the  chilling  message  of  Yourdon  s 
latest  book.  The  Decline  and  Fall  of  the  Anur- 
iam  Programmer.  Chilling  because  as  more 
and  more  products,  from  cars  to  telephones, 
come  under  the  sway  of  digital  controllers 
and  as  even,"  conceivable 
business  transaction  becomes 
computerized,  high-quality, 
reliable  software  will  be  es- 
sential for  competitiveness. 
.\lready,  Japan  has  surpassed 
the  U.  .S.  in  programs  that 
control  devices  such  as  con- 
sumer electronics  and  cars, 
according  to  Software  Pro- 
ductivity Research  Inc.  The 
company  also  says  the  U.  S. 
now  trails  Japan  and  Canada 
in  overall  software  quality. 
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But  there's  a  solution:  \  ourdon  says  up- 
grade the  skills  of  software  writers  and  in- 
vest in  new  software  "tools"  that  automate 
the  tedious  process  of  writing  millions  of 
lines  of  program  instnictions.  .Already,  com- 
panies such  as  Hewlett-Packard  Co.  and 
Citicorp  have  found  that  they  can  fami  this 
work  out  to  cheap  subcontractors  in  India, 
Ireland,  Taiwan,  and  elsew  here — which  is 
how  traditional  programmers  are  becom- 
ing dodo  birds. 

DOS  CAPITAL?  Happily,  Yourdon's  pre- 
scribed evolution  is  already  under  way.  In 
recent  years,  employers  have  slowed  down 
hiring  of  low-level  programmers,  often  high 
school  graduates  who  are  steeped  in  the 
mysteries  of  aging,  inflexible  programming 
languages.  But  they're  scooping  up  systems 
analysts  and  software  engineers,  many  of 
them  recent  uni\ersit\-  graduates  who  know 


IN  SOFTWARE,  THE  RACE  IS  TO  THE  SMART 

700 
600 
500 
400 
300 
200 
100 
0 


PROGRAMMERS 


Requires  basic  training 
AVERAGE  PAY:  S37,000/YR. 


COMPUTER  SCIENTISTS/ 
SYSTEMS  ANALYSTS 


Requires  a  BS  degree 
or  advanced  training 
AVERAGE  PAY:  S51,000/YR. 
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YOURDON:  UPGRADE 
PROGRAMMERS'  SKILLS, 
INVEST  IN  NEW  TOOLS 

new  techniques  in  software  design  and  pro 
duction  (chart). 

The  other  encouraging  news  is  that  the 
U.  S.  retains  the  lead  in  creating  new  tech- 
niques that  could  greatly  improve  program- 
mer producti\  ity  and  software  quality'.  The 
most  promising  is  so-called  object-orient- 
ed programming.  I'his  method  relies  on 
blocks  of  prefabricated  code  that  can  be 
reused  in  different  programs.  An  object 
containing,  say,  the  code  to  arrange  names 
alphabetically  can  be  wrinen  once  and  used 
repeatedly.  With  objects,  you  avoid  having 
to  reinvent  the  wheel,  and  you  get  more 
reliable  programs  because  they're  constmct- 
ed  from  pretested  chunks  of  code. 

The  new  technique  is  already  proving 
its  value.  Brooklyn  I'nion  Gas  Co.,  for  ex- 
ample, had  a  13-year-old  customer-ser\  ice 
system.  Its  1.5  million  lines  of  code  were 
so  convoluted  that  nobody  understood  any 
longer  how  the  program  worked.  With  the 
help  of  Andersen  Consulting  Inc.,  the  util- 
ity replaced  it  with  a  900,000-line  program 
based  on  object-oriented  programming. 
The  cost  was  steep — $48  million — but 
worth  it,  says  Bill  Fcraudo,  vice-president  of 
information  systems  for  the  Brooklyn  utii- 
irs'.  Not  only  is  the  new  soft\vare  easier  to 
use  and  update,  but  the 
company's  30  software  de- 
velopers now  know  the  lat- 
est programming  methods. 

If  other  companies  take 
steps  to  upgrade  their  pro- 
grammers and  adopt  new 
technology-,  the  U.  S.  econ- 
omy can  remain  tops  in  soft:- 
ware.  Or  the  I'.  S.  can  brace 
for  the  erosion  of  another 
key  technology. 

By  Evan  1.  Schwartz 
■91  inNru:^York 


INNOVATION 


BIOTECH 


MUTATING  INTO 
i  SECOND  ERA 


)NMEDICAL   BIOTECH    WILL   SEE    HUGE  GROWTH 


)F"()r  sheer  excitement  and  potential, 
nothing  tops  biotechnology.  For 
more  than  a  decade,  scientists  have 
n  leaving  university  labs  and  coaxing 
II  Street  to  stake  them  billions  to  try  to 
;  cancer  and  Alzheimer's  disease,  im- 
ve  the  food  supply,  or  use  gene-spliced 
;s  to  chomp  up  pollution. 
1  medicine,  the  payoff  is  al-  ^ 
iy  phenomenal.  Critical 
rapies,  including  Amgen 
's  anemia-fighting  er\thro- 
;tin,  superior  vaccines,  and 
re  accurate  diagnostic  tests, 
now  ringing  up  $6  billion 
annual  sales  worldwide, 
rc  than  100  new  medical 
ducts  are  in  advanced  de- 
)pment.  Since  1990,  biotech 
ipanies  have  raised  more 
1  $5  billion  to  fund  further 
;arch.  And  "technologies 
ideas  are  still  coming  out 
iniversities,"  says  Mark  B. 
letsky,  chairman  of  Enzy- 
1  Inc.  in  Cambridge,  Mass. 

'  DIRT.  In  the  1990s,  how- 
r,  other  fields  of  biotech 
/  bask  in  the  limelight.  By 

year  2000,  sales  of  geneti- 
y  altered  seeds,  plants,  and 
n  food  animals  could  ex- 
d  $20  billion  (table).  After 

turn  of  the  century,  sales 
Id  ramp  up  sharply,  surpass- 
even  the  potential  sales  of 
dical  biotech.  And  industry 

find  more  and  more  appli- 
ons  for  biotech.  In  process 
ustries  such  as  chemicals, 
letically  altered  organisms 
/  replace  toxic  catalysts.  Bi- 
L"h  may  also  join  the  fight  , 
inst  pollution.  ^-^-.^ 
igriculture,  however,  is  the 
gest  of  the  rising  stars.  Working  in  the 
dow  of  the  gene  doctors — and  without 
ch  in  the  way  of  federal  funding — the 
ies  are  ready  to  hit  pay  dirt, 
"wo  dozen  small  companies  and  a  hand- 
of  giants,  including  Monsanto,  Ciba- 
gy,  and  Du  Pont,  have  made  big  invest- 
nts  in  their  own  research  and  develop- 
nt.  The  most  imminent  of  these  non- 


medical biotech  products  is  a  tomato  from 
Calgene  Inc.  called  the  Flavr  Savr  (page 
186).  It  has  been  altered  to  resist  rot,  so  it 
can  be  picked  riper  and  will  taste  fresher 
than  today's  off-season  tomatoes.  If  Cal- 
gene makes  a  go  of  it,  as  expected,  it  will 
open  the  door  for  a  slew  of  other  prod- 


WHERE  BIOTECH  WILL  PAY  OFF 

By  the  year  2000,  $100  billion  worth  of  biotech 
drugs,  plants,  chemicals,  and  other  products 
could  be  sold  worldwide.  The  U.  S.  will  have  an 
estimated  7S%  share  of  all  biotech  products 


I'jiViTB  At  least  half  of  the  drug  industry's  $100 
billion  annual  revenues  will  come  from  products 
developed  through  biotechnology,  up  from  $4  bil- 
lion today 


GENETICALLY  ALTERED  PLANTS 


The  largest  potential 
market  for  biotech  should  hit  $20  billion  by  2000. 
Plants  will  be  altered  to  taste  better  and/or  re- 
sist insects,  disease,  and  chemicals.  Key  hurdles: 
Edging  out  entrenched  chemical-industry  com- 
petitors and  selling  consumers  on  "biofoods" 


ANIMAL  HEALTH 


Genetic  engineering  will  create 
drugs,  vaccines,  and  diagnostic  tests  for  the  $7 
billion  worldwide  veterinary  market.  By  1998, 
animal  hormones,  including  those  that  make 
leaner  pork,  may  gamer  revenues  of  $800  million 


BIOCHEMICALS 


The  race  is  on  for  superior 
products  to  replace  chemicals,  such  as  biopesti- 
cides.  Genetically  altered  bacteria  may  extract 
industrial  oils  from  plants  for  cosmetics,  cooking 
oils,  and  fuel 


BIOREMEDIATION 


Using  bacteria  and  other  bio- 
technology-spawned approaches  to  clean  up  pol 
lution  or  toxic  waste  could  be  a  $200  million 
market  by  2000 

DATA:  ERNST  &  YOUNG,  MARKET  INTELLIGENa  RESEARCH 


ucts — including  corn  and  wheat  that  resist 
pests  and  herbicides,  gene-spliced  hor- 
mones to  make  meat  leaner,  and  more 
healthful  cooking  oils. 

While  these  developments  and  dozens 
of  drugs  now  in  the  pipeline  will  keep  the 
U.  S.  ahead  in  biotech,  neither  the  biomed- 
ical gene  jocks  nor  the  aggies  can  afford  to 
be  complacent.  The  biomedical  industry's 


insatiable  thirst  for  capital  remains  its 
biggest  problem.  Bringing  a  single  drug  to 
market  can  cost  more  than  $200  million, 
so  the  industr\'  vvf)uld  need  to  raise  tens  of 
billions  in  the  next  five  years  to  stoke  prod- 
ucts now  in  the  works.  Many  of  the  200- 
plus  companies  are  likely  to  merge,  sell 
out,  or  disappear. 

USER  FEES?  While  dicey  for  investors,  con- 
solidation is  not  necessarily  bad.  It  could 
rationalize  the  market  and  weed  out  weak- 
lings. Trouble  is,  foreign  drugmakers  are 
doing  the  buying.  Some  notable  deals: 
Roche's  $2.1  billion  purchase  of  60%  of 
Genentech  in  1990  and  Sandoz's  $392 
million  investment  for  60%  of  tiny  System- 
ix  in  1991.  Other  European  drug  compa- 
nies and  Japanese  multination- 
als are  still  shopping.  For  the 
most  part,  U.  S.  drugmakers 
have  remained  wary  of  the 
DNA  wizards.  But  unless 
American  financial  giants  lend 
a  hand,  some  think  the  U.  S. 
might  lose  the  franchise:  "The 
products  of  tomorrow  are  prod- 
ucts of  this  industry,"  says 
G.  Steven  Burrill,  national  di- 
rector of  Ernst  &  Young's 
manufacturing  and  high-tech 
practice. 

Several  policy  measures 
could  help  ensure  that  home- 
grown biotech  companies 
flourish.  Approval  of  the  pro- 
posed plan  to  charge  user  fees 
at  the  Food  &  Drug  Adminis- 
tration is  one.  The  idea  is  de- 
signed to  speed  regulatory  re- 
view for  products  by  asking  an 
applicant  company  to  pay  part 
of  the  cost.  For  small  compa- 
nies, quicker  approval  can 
make  the  difference  between 
life  and  death. 

The  agricultural  companies 
confront  a  different  challenge. 
They,  too,  need  capital,  but 
their  big  problem  is  a  linger- 
ing public  suspicion  of  geneti- 
cally altered  plants  and  ani- 
mals. 'Fhe  FIM  ruled  last  May 
that  agricultural  products  de- 
rived from  biotech  need  not 
carry  any  special  labels  or 
undergo  unusual  tests.  Some 
pure-food  advocates,  however,  have  vowed 
to  keep  such  foodstuffs  off  .American  ta- 
bles, for  perceived  safety  or  ideological  rea- 
sons. But  if  Calgene  can  convince  con- 
sumers that  its  tomato  is  a  safe  and  yummy 
food  of  the  future,  it  will  help  open  the 
floodgates  for  the  second  great  wave  of 
biotechnology. 

By  Joan  CfC.  Hamilton  in  San  Francisco 
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INNOVATION 


MATERIALS 


THE  RACE  FOR  THE 
RIGHT  STUFF 

THE    U.S.   LEAD   IN    MATERIALS    ISN'T  SECURE 


OFrom  the  St<jnc  Age,  advances  in 
material  science  have  defined  tech- 
nolof^icai  and  economic  progress. 
Now,  a  new  era  in  materials  is  dawninj^. 
The  commodities  that  built  America — 
everv'thing  fiom  steel  to  silicon — are  giv- 
ing way  to  "designer"  materials,  created 
atom  by  atom  to  gi\e  exceptional  perfor- 
mance in  specific  jobs.  On  the  horizon  are 
super-strong  yet  lightu eight  alloys  for  vehi- 
cles, flexible  ceramics  that  withstand  scar- 
ing temperatures  for  engines,  and  artificial 
bone  that  can  replace  the  real  thing.  I'hese 
and  dozens  of  other  new  materials  gestating 
in  university,  government,  and  industry  lab- 
oratories v\ill  "play  an  absolutely  crucial 
role  in  enhancing  indListrial  competitive- 
ness and  the  economy,"  says  John  H. 
Hopps  Jr.,  director  of  the  National  Science 
Foundation's  div  ision  of  materials  research. 

Although  the  I  .  ,S.  has  ex- 
celled in  matcriaN  i.levelop- 
ment  in  the  past,  its  lead  is  far 
from  secure.  During  the  VHh, 
federal  fimding  for  materials 
research  leveled  off.  ,\nd  in 
the  case  of  ceramics  and  elec- 
tronics,    funding  actually   

dropped.  A  IW^  repon  by  the 
National  Research  (Council,  an 
arm  of  the  National  Academy 
of  Sciences,  found  that  al- 
though basic  research  in  mate- 
rials was  thriving,  the  I  .  S.  has 
faltered  in  producing  them. 
"We're  not  leaders  in  synthesis 
and  processing,"  says  Lyle  II. 
Schw  artz,  director  of  the  Ma- 
terials Science  &  Kngineering 
Laboratory  at  the  National  In- 
stitute of  Standards  I'ech- 
nology  (NIS'l  ).  "And  in  that 
arena,  if  we're  beaten  by  some- 
one else,  we  will  feel  it  imme- 
diately in  the  pocketbook." 

I'he  I '.  S.  has  already  fallen 
behind  Japan  in  producing 
electronic  ceramics  used  main- 
ly in  chip  packaging.  Accord- 
ing to  Kline  &  Clo.,  an  inter- 
national business  consultancy, 
the  world  market  for  these  ma- 
terials was  $10.2  billion  in 
1990.  And  the  top  five  suppli- 
ers were  Japanese.  German 


companies  lead  in  advanced  composites,  a 
$4  billion  market  in  1990.  The  U.S.  is 
ahead  in  polymers  and  some  alloys,  but 
that,  too,  could  end  The  Defense  and 
Commerce  Depts.  last  year  sounded  the 
alarm  about  the  vital  role  of  materials.  The 
White  House  responded  with  a  long-term, 
multiagency  effi)rt  called  the  Advanced 
Materials  &  Processing  Program  to  speed 
new  materials  from  basic  research  to  com- 
mercial use.  President  Bush  included  $1.8 
billion  to  fund  the  program  in  next  year's 
budget,  up  10%  over  this  year's  allotment. 

ARTFUL  SCIENCL  Even  more  important  than 
the  money  itself  is  the  new  emphasis  on 
commercialization.  Over  the  years,  the  De- 
fense Dept.  has  funded  research  that  pro- 
duced everything  from  carbon  fibers  used 
in  airframes  to  so-called  intermetallics. 


WHERE  U.S.  MATERIALS 
RESEARCH  IS  HEADING  

Fundinfl  in  millions  of  dollars  for  fiscal  year: 
 1991        1992        1993  EST. 

METM^  $217.2  5212.2  $228.9 

Hot  areas  include  lightweight  aluminum  alloys 
and  superstrong,  high-temperature  intermetallics 
geared  for  aerospace  and  autos 

COMPOSITES  185.0   182.5  206.8 

Research  funding  is  aimed  at  finding  cheaper 
ways  of  making  strong,  lightweight  composites  for 
use  in  autos,  aircraft,  and  consumer  products 

BIOMATERim  143.6    166.0  187.4 

AVv  research  focuses  on  substances  compatible 
with  human  tissues  for  use  in  the  body.  Another 
priority:  Materials  that  mimic  natural  products 

EUCTROMCM/mmLS  172.2   162.2  176.7 

Advances  in  semiconductor  materials  are  a  key  to 
faster  computers.  So  are  improvements  in  metals, 
ceramics,  and  polymers  used  for  chip  packaging 

CERAMICS  137.1    132.4  150.5 

Ceramics  may  lead  to  new  hot-burning,  fuel- 
efficient  engines.  The  goal:  Making  ceramics 
less  brittle  and  cheaper  to  manufacture 

DATA:  U  S  OFFICE  OF  SCIENCE  &  TECHNOLOGY  f^llO 


superlight  metal  mixtures  used  in  jet  en' 
gines.  Now,  the  government  and  univcr 
sity  materials  labs  have  technology  for  sale 
So  far,  the  route  from  the  lab  to  indusl 
try  hasn't  been  smooth.  One  reason,  sayg 
T.  S.  Ary,  director  of  the  U.  S.  Bureau  0} 
Mines  and  chaimian  of  the  White  House 
Critical  Materials  Council,  is  that  the  labJ' 
don't  have  much  insight  into  what  indtistrN 
wants,  "We  are  our  own  worst  enemies  he 
cause  we  won't  bring  industry  in  on  tlu 
planning  cycle,"  he  says.  A  government  sci 
entist  may  be  working  on  metal  powder^ 
for  making  titanium  alloys,  focusing  or 
making  them  as  fine  as  possible.  But,  11 
turns  out,  the  aerospace  industry  is  actual- 
ly concemed  with  the  purity  of  the  matcn 
al,  not  grain  size.  The  key,  he  says,  is  hook- 
ing up  industry  early  in  the  research,  l-o 
its  part,  industry  has  been  reluctant  to  em 
brace  new  materials,  says  Schwartz.  Th 
main  problem  is  that  it  can  take  10  year 
or  more  of  costly  testing  before  a  manufae 
turer  can  feel  safe,  say,  replacing  a  titani 
um  part  in  a  helicopter  engine  with  on 
made  of  ceramics.  "T  here's  an  awful  lot  0 
art  to  the  science  of  materials,"  says  John  F 
Cassidy,  director  of  United  Technologic 
Research  Center  in  h'artford.  "It  involves 
cutting,  trying,  testing,  stretch-it-till-it- 
breaks  work." 

To  make  it  easier  for  indus 
try  to  adopt  new  materials, 
NIST  has  established  some  170 
cooperative  programs  with  dif- 
ferent types  of  manufacturers 
to  characterize  new  materials 
and  develop  manufacturing 
processes  for  them.  One  pro- 
gram involving  the  Big  Three 
auto  makers  is  aimed  at  reduc- 
ing composite  processing  costs, 
the  major  bar  to  their  use  in 
ear  bodies.  Another  is  designed 
to  improve  the  casting  of  met- 
al alloys  for  use  in  aerospace. 

Many  in  the  materials  indus 
try  favor  a  bolder  government 
role:  a  technology  policy  that 
encourages  key  material  devel- 
(jpment.  J.  Michael  Bowman, 
vice-president  and  general 
manager  of  Du  Pont  Advanced 
Materials,  suggests  the  V.  S. 
help  boost  the  use  and  com- 
mercial development  of  mate- 
rials by  using  them  in  new  in- 
frastructure. "We  could  think 
about  composite  bridges,  or 
longer-lasting  concrete,"  he 
says.  "It's  a  way  to  get  the  ma- 
terials intf)  the  marketplace." 
And,  perhaps,  a  way  to  main- 
tain America's  competitiveness. 

By  Naomi  Freunditch 
in  New  York 
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INNOVATION 


MANUFACTURING 


MOVING  PAST 

EE  ASSEMBLY  LINE 


iGlLE'    MANUFACTURING    SYSTEMS    MAY    BRING    A    U.S.  REVIVAL 


^Virtually  every  decision-maker  in 
^American  business  and  government 
fc^grew  up  believing  in  tiie  magic  of 
ss  production.  And  why  not?  Mecha- 
ed  assembly  lines  spewing  out  torrents 
low-cost  products  were  the  cornerstone 
the  good  life,  perpetually  generating 
alth  to  support  never-ending  gains  in 
:  American  standard  of  living.  For  most 
the  20th  centurv',  there  was  no  reason 
question  this  wisdom,  and  each  passing 
:ade  etched  the  mass-production  ideal 
:per  into  IL  S.  culture, 
because  Japan  had  to  rebuild  its  indus- 
;s  from  meager  resources  after  World 
ir  II,  it  was  forced  to  rethink  the  pro- 
is.  It  quickly  spotted  the  U.  S.  weak- 
5ses:  By  investing  huge  sums  in  equip- 
;nt  to  crank  out  enormous  runs  of  the 
ne  product,  Americans  had  made  their 
tories  inflexible,  unresponsive  mono- 
is.  So  much  capital  was  tied  up  in  ma- 
nery  that  management  became  obsessed 
th  keeping  factories  humming,  even  if 
iieant  piling  up  inventory  and  parts, 
[apan's  solution,  lean  production,  stood 
:  U.  S.  approach  on  its  ear.  Lacking  cap- 
I,  Japanese  companies  began  slashing  the 


fat,  starting  with  inventories  of  finished 
goods  and  continuing  until  they  had  creat- 
ed just-in-time  manufacturing.  By  the 
1970s,  they  were  outperforming  LI.  ,S. 
rivals. 

Restoring  U.  .S.  manufacturing's  vigor 
won't  come  easy.  "We  need  to  rethink  the 
whole  structure  of  the  manufacturing  en- 
terprise," says  Edward  A.  Miller,  president 
of  the  National  Center  for  Manufacturing 
Sciences  (NCMS)  in  Ann  Arbor,  Mich.  But 
according  to  the  experts  doing  the  rethink- 
ing, there's  a  chance  that  manufacturers 
can  now  leapfrog  the  Japanese  system. 

What  will  the  new  system  look  like.^  The 
most  likely  model  is  called  agile  manufac- 
turing. First  outlined  in  a  study  published 
late  last  year  by  Lehigh  University's  lacoc- 
ca  Institute  (BW — Dec.  16),  the  agile 
ideal  has  blossomed  into  a  full-fledged 
movement:  the  Agile  Manufacturing  En- 
terprise P'orum.  The  AMPLF  is  a  broad- 
based  collaboration  of  100  companies,  in- 
cluding AT&T,  IBM,  General  Motors,  and 
Westinghouse,  plus  two  dozen  organiza- 
tions and  institutions  such  as  NCMS,  the 
Microelectronics  &  Computer  Technolo- 
gy Corp.  (MCC),  Sandia  National  l^aborato- 


ries,  and  the  Defense  Dept.  Also  lined  up 
behind  the  AMEF  arc  the  Massachusetts 
Institute  of 'Lechnology  and  a  half-dozen 
other  universities,  the  Cjommerce  Dept., 
and  United  Steelworkers  of  America  Pres- 
ident Lynn  Williams. 

SUMMER  CAMP.  The  "age  of  agility,"  as 
conceived  by  AMKF,  synthesizes  the  best 
ideas  that  emerged  from  dozens  of  studies 
in  the  19X0s  examining  the  decline  of 
American  industry.  Along  with  15  execu- 
tives from  major  U.  S.  corporations,  Roger 
N.  Nagel,  operations  director  of  the  lacoc- 
ca  Institute,  spent  the  summer  of  1991 
studying  these  ideas,  as  well  as  trends  in 
Japan  and  Europe,  to  create  a  blueprint. 
It's  a  detailed,  15-year  plan  for  creating  a 
high-tech  infrastructure  that  could  get  high- 
quality,  low-cost  products  to  market  faster 
than  the  competition. 

Pulling  it  f)ff  will  involve  harnessing  key 
11  S.  strengths,  such  as  information  tech- 
nologies, and  forging  alliances  among  busi- 
ness, academe,  and  government.  "  Lhis 
really  looks  at  the  entire  environment," 
says  Richard  L.  Engwall,  manager  of  ad- 
vanced manufacturing  initiatives  for  West- 


BUSINESS  WEEK/REINVENTING  AMERICA  1992  177 


The  future  of  document  management  can  be  digital 

or  optical  or  both.  Kodak  is  already  there,  with  superb  copiers 

for  black-and-white,  color  and  accent  color. 

Today's  customers  want  suppliers  who  can  lead  them  to  tomorrow's 
more  integrated  document  imaging  system.  Kodak  delivers— 
with  copiers,  printers  and  systems  that  follow  a  "dual  path"  strategy 
to  put  you  on  the  leading  edge  while  retaining  your  investment 
in  current  technology.  To  see  how  Kodak  can  put  imaging  to  work 
for  your  business,  call  1  800  445-6325,  Ext.  950L 
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infi;house  Electronic  Systems  Group  and  a 
member  of  Nagel's  summer-camp  crew, 
llic  campers  want  government  help,  such 
as  looser  antitaist  laws  and  tax  policies  that 
encourage  R&I),  Nagel  says,  "but  we're 
prepared  to  go  without  them." 

(Concurrent  engineering,  already  catch- 
ing on  in  manufacturing  circles,  prov  ides  a 
sneak  preview.  Instead  of  creating  prod- 
ucts in  a  lab,  then  tossing  them  over  the 
wall  to  manufacturing  and  marketing,  con- 
current engineering  relies  on  process-orient- 
ed teams  to  manage  everything  simultane- 
ously. Today,  these  teams  not  only  cut 
across  the  usual  vertical  functions 
but  increasingly  they  also  go  be- 
yond the  bounds  of  one  corpora- 
tion and  include  strategic  panners, 
such  as  suppliers  of  critical  parts. 

That's  where  America's  enor- 
mous stock  in  information  tech- 
nologies comes  in.  ¥ot  peak  agil- 
irv',  advanced  computer  networks 
will  serve  as  an  infrastructure  to 
connect  essentially  everv'  factor\-, 
job  shop,  and  industrial  design 
studio — putting  world-class  exper- 
tise just  a  computer  call  away. 
(Companies  will  concentrate  their 
resources  on  a  few  strategic  pro- 
cesses and  turn  to  on-line  partners 
for  everything  else.  These  elec- 
tronic linkups  would  be  so  tight 

that  a  computer-aided  design   

(C;AD)  system  could  drive  factory- 
tools  hundreds  of  miles  away  in  DURING 
another  company's  factory.  PRODUCTION 

PROTOnPES.  I  h  e  ultimate  per- 
mutation would  be  so-called  v  ir- 
tual corporations:  fluid,  on-line 
partnerships  that  would  be  the 
antithesis  of  the  rigid  behemoths 
of  the  mass-production  age.  Such 
ventures  would  assemble  teams 
of  best-practices  organizations 
from  various  companies  and  use 
their  combined  knowhow  to 
w  hisk  families  of  high-<]uality,  low-cost 
products  to  market. 

Last  March,  M(X:  flipped  the  sw  itch  on 
a  prototype  of  the  electronic  infrastructure 
that  could  make  agile  manufacturing  and 
virtual  corporations  practical.  I'he  Pinter- 
prise  Integration  Network  is  a  joint  pro- 
gram between  MCC  and  NCMS  that  serves 
the  member  companies  of  these  two  con- 
soniums  as  well  as  .Sematech,  the  chipmak- 
ing-tcchnology  consortium,  and  the  A\1KF 
at  Lehigh.  KlNet  enables  electronic  com- 
merce to  flow  smoothly  between  comput- 
ers using  different  protocols  and  languages. 

But  getting  agile  manufacturing  up  to 
full  speed  will  recjuire  something  more — 
like  the  National  Research  &  TAiucation 
Network,  a  pet  project  of  Senator  Al  (jore 
(D- Tenn.).  This  "information  superhigh- 


way," now  in  the  research  and  planning 
stage,  will  have  capacity  sufficient  for  scien- 
tists and  engineers  in  different  labs  to  si- 
multaneously manipulate  real-time,  shared 
computer  simulations  and  CAD  models. 

Sound  far  out.'^  Maybe  not.  Industry's 
support  of  the  .WIEF  was  galvanized  by  a 
similar  vision  in  japan.  There,  researchers 
are  working  w  ith  the  Japanese  auto  indus- 
try toward  the  long-term  goal  of  a  "three- 
day  car."  Under  this  concept,  cars  would 
be  engineered  around  interchangeable 
modules:  engines,  transmissions,  bodies, 
and  the  like.  Consumers  could  essentiallv 


THE  NEW  MODEL  FOR  MANUFACTURING: 
WHY  DESIGN  IS  A  CRUCIAL  STEP 
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DURING  THE 
DESIGN  STAGE 


Negligible 


Adds  50% 


Adds  25% 


The  old  functional  departments  are  al- 
ready being  pulled  down  at  companies 
such  as  Allied-Signal,  Boeing,  Chevron, 
Merck,  and  Xerox,  says  Henry  J.  Johans- 
son, the  Coopers  &  Lybrand  partner  in 
charge  of  manufacturing  consulting.  For 
example,  at  the  Power  Systems  Div.  of 
AT&T  Microelectronics,  multidisciplinary 
teams  practicing  concurrent  engineering 
have  totally  replaced  the  usual  depart- 
ments. "I  can't  think  of  a  single  manager 
who  wears  just  one  hat  anymore,"  says 
Chief  Operating  Officer  Andrew  M.  Guar- 
riello.  The  result:  Management  ranks  have 
been  trimmed  by  40%,  he  says, 
and  the  time  it  takes  to  develop 
a  new  product  has  shnink  by  70%. 

Concurrent  engineering  already 
offers  a  hint  of  w  hat  will  follow 
with  agile  manufacturing.  The 
biggest  payoff  is  avoiding  the  irk- 
some rework  that  plagues  over- 
the-wall  engineering.  Design  it- 
self may  account  for  only  5%  to 
8%  of  product  costs,  but  decisions 
made  by  designers  lock  in  upward 
of  70%  of  total  costs.  So,  if  you 
don't  learn  until  production  is 
starting  that  a  particular  sub- 
assembly is  too  difficult  to  build, 
budgets  go  out  the  window.  Pur- 
chasing may  have  to  reopen  con- 
tracts for  parts,  and  suppliers  pro- 
ducing dies  may  have  to  start  over. 
Costs  can  double  and  so  can  time 
to  market  (chart). 


Adds  100%      Adds  100% 


DATA:  INDUSTRY  REPORTS 


Already,  concurrent  engineering 
typical  ly  cuts  total  costs  by  20% 


create  their  dream  cars  by  mixing  and 
matching  components.  Yet,  despite  this  un- 
precedented degree  of  choice,  the  built-to- 
order  car  would  be  delivered  in  only  three 
days.  With  no  way  to  beat  that  time,  the 
AMKF  plan  would  have  U.S.  carmakers 
pursue  other  competitive  edges,  such  as 
assuming  cradle-to-grave  responsibility'  for 
their  creations.  Building  cars  with  easily  re- 
cycled parts  should  answer  env  ironmental 
concerns  that  AMKF  figures  will  become 
as  important  as  c|uality. 

To  be  sure,  agile  manufacturing  will  face 
obstacles.  The  biggest  will  be  redefining 
management.  The  command-and-cf)ntrol 
hierarchy  of  Ilcnry  h'ord's  assembly  line 
must  go,  if  only  because  hands-on  super- 
vision will  be  nearly  impossible  as  work 
spreads  across  corporate  boundaries. 


QUANTUM  LEAPS.  Concun^ent  engi- 
neering is  already  wringing  out 
costly  revisions,  says  Terrance  R. 
Ozan,  director  of  manufacturing 
services  at  Kmst  &  Young.  He  fig- 
ures that  concurrent  engineering 
typically  shaves  total  product  costs 
by  20%.  Designing  things  right 
the  first  time  is  so  vital  that  some 
companies,  including  Ford  Motor 
(]().  and  Northrop  Corp.,  are  now 
making  hefty  investments  in  advanced 
(;AD  systems  that  steer  engineers  toward 
easy-to-manufacture  designs. 

The  big  payoff  is  still  years  oft'.  But  when 
agility  expands  nationwide,  the  fruits  of 
cross-pollination  and  concurrent  engineer- 
ing will  bring  quantum  gains  in  competi- 
tiveness, predicts  Roy  A.  Smith,  who  heads 
MCC's  enterprise  integration  program.  "Us- 
ing America's  superior  information  infra- 
structure, we  should  get  improvements 
across  the  board — in  time-to-market,  qual- 
ity, and  cost."  What  really  excites  him,  he 
adds,  "is  the  matter  of  scale.  By  integrat- 
ing the  whole  food  chain,  small  companies 
and  large,  the  improvements  should  be 
geometric."  He  calls  it  America's  electron- 
ic keiretsu. 

By  Oris  Port  in  New  York 
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It's  better  to  receive. 
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The  affordable  plain  paper  faxes  from  Muratec. 


)92  Murata  Business  Systems.  Inc. 


Plain  and  simple.  It's  better  to  receive  a  fax  on  plain  paper.  And  that's  why 
Muratec,  the  company  that  paved  the  way  for  affordable  fax  machines, 
offers  a  full  line  of  affordable  plain  paper  fax  machines. 

And  with  features  like  faster  transmission, 
large  paper  supply  capacity,  automatic  radial, 
greater  memory  storage  and  more,  you'll  find 
the  only  thing  plain  about  them  is  the  paper. 

For  more  information,  call  1-800-543-4636.    ^'  woduci  of 
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gather  dust  at  the  front 


desk,  IV  if  \  you  II  get  it 
immediately  That's  the 
high  level  of  service  you 


/ 


can  expect  from  everyone  you  do  business  with  at  Westin.  Its  all  part  of  our 


inn  amnt\      Commitment  to continuous  improvement.  We're 
constantly  looking  for  new  ways  to  eliminate  hassles 


and  make  things  easier  for  you.  For  reser- 


Westin. 

vations,  call  your  travel  consultant  or  (800)  228-3000.       hotels 8. resorts 
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REINVENTING  AMERICA 


A  GALLERYo/ 
/?M-TAKERS 


THEY   SAW   THE   GLASS   WAS   HALF    FULL   AND   KEPT  POURING 


America's  vibrant 

tradition  of  entrepreneurialism 
may  be  its  greatest  asset.  From 
autos  to  personal  computers,  most 
of  this,  nation's  great  economic 
growth  engines  evolved  from 

as  they  did  during 
MICROSOFT        the  1980s.  Success 
stories  such  as  Microsoft,  Wal- 
Mart,  Nike,  and  Apple  inspired  a 
host  of  computer  jocks,  gene- 
splicers,  and  frustrated  corporate 
managers  to  try  their  own  hands  at, 


BILL  GATES 
MICROSOFT 


running  a  business. 
;  *  The  1990s,  with 
^^ksSM^^  tougher  credit  stan- 
Hk        f-^'   dards  and  a  sluggish 

^'^^^^--^  economy,  have  so 

ROGER  SALQUIST    ^  ^'  , 

CALGENE  far  proved  a  less 

kindly  environment. 

This  gallery  captures  both  the 
promise  and  the  struggle  of  entre- 
preneurship — from  Microsoft's  Bill 
Gates  to  Patsy  Brown,  who  wants 
to  revitalize  a  Los  Angeles  neigh- 
borhood. Such  peo-  ^^B^^^^^Tl 
pie  are  constantly  ^ 
reinventing  busi-       B  ^» 
ness.  Here's  how  ^  ■ 

they  see  today's  ^^^^ 
challenges.  PAPA'S  grocery 
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^  Jk  t  L  ERY     OF  RISK-TAKERS 


HOW  CAN  SOMEBODY 
NOT  BE  OPTIMISTIC?' 

TALKING   TO   BILL   G  A  T  E  S ,   S  0  F  T  W  A  R  E  '  S    B  I  L  L I  0  N  -  D  0  L  L  A  R  MAN 


OAr  .^6.  Mi(  ro.sfjff  Corp.  Chainnaii  Willuini  H.  Gates 
III  (VII Id  In-  cdllcd  tim  generation' i  most  siuress- 
ful  entrepreneur.  The  measure:  The  company  he 
started  is  no\z-  x^'orth  S2l .6  billion.  Gates  z:-as  the  obvi- 
ous rhoiee  to  talk  about  the  role  of  entrepreneurship  in  revi- 
talizing Xmeriea.  So  San  Franeiseo  Correspondent  Kathy 
Rebello  xrnt  to  Redmond.  Wash.,  to  gather  his  viev:s. 

Q:  \Miat  is  rhe  single  most  impoirant  thing  America  can 
do  to  rein\  cnt  itself? 

A:  It's  a  ver\-  negative  sort  of  assumption  that  w  e've  got  to 
rein\ent  ourseh es.  I  don't  see  it  that  w ay.  We  ha\e  an  econ- 
omy that's        constant  ^^^^H^^^^^^^^md 
process  as  ^^^^^^^^^^^B^^^^ 

new  companies  are  started  ^^^^^^^^^^^W 
up  and  funded.  'I'here  are  ^^^^^^^^M 
some  important  infrastruc-  ^^^^^^^H[ 
ture  things  that  Psrhaps^^^^^^^^^^\^BBfc^^ 
deserve  more  priority' tidlMH^^gpi  W^^^^^^ 
they'\'e  had.  And  there  ^^^W  pff^        ^S^^ik  # 
some  mistakes  we  have  to  .^^K^^t^ulM  ^ 

avoid.  But  I  don't  think  ^^^^^I^I^^k^ 
we  arc  going  to  reinvent  ^^^^^Br^^vR^^ 
America.  ^^^^^f 

Q:  So  you  en-  jPIISB^^ 

trepreneurship  is  alive  and   ^^^^^  ^^^^Smt^ 


A:  Extremely,  (  jcc/.,  take  ^|P^^^^^^^^^^^^H 

two  sectors — software  and   |  fnlHiil^^^^^ll 

biotechnology — and  the   I— ^^-i--— — sa^^^^^Ka 

number  of  new  entrepreneurs  putting  together  companies. 
I  dare  anybody  to  keep  track  of  all  the  names  of  these  new 
biotechnology  companies.  Behind  every  one  of  them  is  ven- 
ture capital  money  and  a  lot  of  entrepreneurs  pulling  things 
together.  There's  going  to  be  a  lot  of  incredible  products 
put  together  out  of  that. 

Take  the  software  business.  The  LL  S.  doesn't  dominate 
it  just  because  of  Microsoft  or  a  few  other  large  companies. 
We  dominate  it  because  of  the  breadth  of  companies  at  all 
scales  that  are  doing  worid-ciass  work.  And  behind  that  are 
literally  thousands  and  thousands  of  entrepreneurs.  Who  is 
going  to  build  the  new  software  that  these  digital  technolo- 
gies enable.^  I'm  sure  the  V.  S.  will  be  way  out  in  front.  En- 
trepreneurship has  nc\  er  been  stronger  than  it  is  today. 

Q:  W)  you  think  it's  possible  for  today's  startups  to  match 
^.Microsoft's  success.? 


A:  Veah.  there  are  opportunities  like  that  OLit  there.  But 
that's  not  w  hat  this  is  all  about.  This  is  about  creating  lots  (jf 
profitable  $10  million-a-year  companies,  $50  million-a-year 
companies,  $100  million-a-year  companies.  Amgen.  Sun  Mi- 
crosystems, Microsoft,  M(;i — they  are  chcre.'\'ou  can  hit  the 
home  run.  But  somebody  can  become  quite  wealthy  creat- 
ing a  $20  million-a-year  company.  Some  opportunities  ha\  c 
a  certain  size  and  shouldn't  be  driven  past  that  siz£. 

Q:  Could  you  identih  some  of  those  opportiniities  for  us.^ 

A:  .Almost  by  definition,  I  can't.  If  I  knew  how  to  start 
something  worth  billions  of  dollars,  I'd  either  do  it  as  an  in- 

vestment, 

^^^^^^^^^^^^^^^^H  the  do 

||^^^^^^^^^^H|||H  it 

'^^^^^^^^^^^E       I  take  this  "digital  fu-. 

^^^^^^^^^HH^II  ture"' 
^^^^^^^^^^^HHHj  about 

^^^^^^^^^Hp^^l  markets  [such  as  multime- 

^^^^^^H^^^^  l  dia  systems,  business  com- 
1^^^  ^^^kIKNiM  nii^»'>>(-"')':>oi^s^  and  on-line 
^^^^^  ^^B^MWW^''  information  servicesj. 
^^^^^f^^^Kumt^'l  are  big  fortunes  to 

^^^^^^^E9jPI^^|j^^,v.  be  made  in  creating  elec- 
^^^^^^^K^  flf^^"'  tronic  markets.  Big.  Take. 
^^^^^H^R:/  the  kind  of  content  that 

^^^^^■^A  will  be  enabled  by  these 

^^^^VJH^  platforms  and  how 

H^^kH^^P  stuff  will  be  used  in  edu-. 

cation.  There's  immense 
PH^V  amounts  of  money  for  the 

'  people  who  figure  that  out. 
There's  channels  of  distribution.  I  guess  when  I  falk  about 
big  successes  in  the  last  decade,  I  should  always  include 
people  like  McCavv  who  saw  something  big,  or  TCI,  \\  hich 
is  the  biggest  cable  company.  There's  a  lot  more  to  be  done 
in  that  infrastructure  area,  where  either  those  companies 
will  dramatically  improve  on  their  success,  or  others  w  ill.  • 
Going  to  bioteehnolog\%  we  are  slowly  but  surely  secjuenc- 
ing  a  human  genome  and  understanding  the  mechanisms 
of  disease  and  aging.  The  opportunity  there,  you  just  can't 
exaggerate  it.  It's  mind-blowing.  Just  the  two  sectors  I'm 
most  interested  in — information  and  biotechnology — this 
country'  is  positioned  the  best  in  the  key  growth  areas. 

Q:  You're  very  optimistic. 

A:  \'eah,  but  how  can  somebody  not  be  optimistic?  What  is 
this  big  negative  thing  that's  out  there? 
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\l  Is  it  wrapped  up  in  the  econoniy? . 

l:  That's  funny.  The  psychology  of  this  economic  situa- 
on  is  tar  worsc'relative  to  the  numbers  imoKed,  than  pre- 
ious  economic  downturns.  'l"o  some  def^rec,  it's  one  of 
K'se  sclf-rcinforcins  phenomena,  l^eople  say:  'AVelK  ser- 
ice-sector  productivity  hasn't  gone  up."  That's  just  be- 
ause  the  vyav  they  measure  it  is  so  absurd.  Asi<  them  how 
liey  measure  softw'are  productivity.  They  don't.  They  don't 
ven  tr%-.  Any  breai<throughs  we  come  up  with  don't  show 
ip  because  it's  too  hard  for  them  to  measure. 
Besides.  very  healthy  for  other  m^^^^^^h 
to  be  ahead  areas  ^^^^^^^^ 

rom  time  to  time.  That's  good.  We  buy  ^^^HP^^ ^ 
hose  products.  We  need  those  products.  ^HK^ 
rhe  U.  S.  should  not— cannot— have  a    ^      .  ]  '       ■  "' 
;ompetitive  advantage  across  the  board. 
l^y  alw  ays  comparing  ourselves  with  Ja- 
pan.  we  get  ourselves  riled  up  in  the  ^^^^HHM 
way.  The  only  thing  that  makes  ^^^^^B^B 
nic  concerned  about  the  future  is  the  I^^^^^HflP 
quality  of  education  being  delivered  in  ^^^^^^^ 
the  countrs  and  how  that  compares  with  ^^^^^^^W^ 

Q:  Would  you  give  some  advice  fr)r  oth-  T^^^^^^l 
cr  entrepreneurs  just  getting  started.^  ^^^^^^1 

A:  1  bring  smart  people  even     areas  m^^^^^H 

where  it's  not  clear  to  you  why  you  need  ^^^^UPP 

such  broad  and  smart  people.  Hiring 

people  who  really  have  the  energy'  level 

and  the  commitment  to  persevere  I— — — — 

through  inevitable  disaster  periods  and  see  beyond  them. 

There's  commitment  level.  'That  really  does  play  mto  it 
The  basic  assumption  is  vou  have  these  entrepreneurial 
ocncs  and  then  some  dav  vou  decide,  "O.  K.,  let's  make  a  lot 
of  cookies.  Or  make  a  lot  of  software.  Whatever  it  is  I  m 
just  going  to  make  a  lot  of  it  and  make  a  lot  of  money  doing 
It."  1  realiv  don't  see  it  that  way. 

'The  \\  a\'l  sec  it,  some  product  areas,  if  you  have  a  passion 
for  them  that's  great.  And  if  it  turns  out  that  you  can  build 
a  huge  business  around  it,  that's  a  lucky  thing— like  what 
happened  in  the  case  of  Microsoft.  But  whatever  the  size 
is,  the  things  vou  really  know  and  kn  e  and  see  opportu- 
nities in-vou  ought  to  pick  your  business  based 
on  that.  And  then  let  it  have  its  natural  size. 


hard  to  have  small  groups  that  ha\  e  a  clear  mission.  W  hile 
advantages  of  size  come  on  the  marketing-reputation  and 
intemational-sales-force  side,  a  lot  of  the  potential  problems 
of  size  come  on  the  product-creativity  and  development 
side.  I  think  that's  what's  great  about  us,  we  have  small 
groups  being  innovative  and  the  large  company. 

Q:  Have  you  lost  anything  personally? 

A:  .Sure.  1  don't  get  to  write  [software]  code  anymore.  You 
can't  have  perfect  communication  in  a  large  company,  so 
you  lose  that.  But  the  benefits  offset  the 
i^^Hf^^    minuses.  Certain  things— like  building 
747s  or  building  state-of-the-art  system 
'if*!^^  ;    software— require  a  lot  of  scale. 

Q:  You  are  described  as  a  workaholic 
PPP^i  t  who  labors  into  the  wee  hours  of  the 

%  Ah^  Aj  morning.  Is  that  a  prerequisite  for  being 

HPJP^BI  '  don't  know.  I  could  get  myself  into 
^^JW^  trouble.  Some  people  are  so  talented 

«SI   f'^^^       ^"^^     incredible  at  everything. 
1^  ^  aUnl  "'^^  necessary  to  greatly  prior- 

ilHBJ^H  V  ^^"-^  ""^'^  energy.  I  couldn't  take 
^^^MBI  O  three-month  vacations.  I  just  wasn't  ca- 
Hj^B^^  !  1  pable  enough  to  do  the  job  in  nine 
m^mW  LJ  months.  So  I  did  it  in  11. 7  months. 
HM^^MH  You  wonder  if  somebody  starting  the 
^pj|*P^^  thing  says,  "I'm  only  going  to  put  40 
Ijr  I   hours  in."  '  There  are  many  points  in  the 

'  early  history  of  a  firm  where  winning 
one  order  or  being  a  little  ahead  of  somebody  can  niake 
these  very  nonlinear  differences.  Small  extra  effort  can  have 
verv  dramatic  results. 

You  also  have  to  have  this  basic  business  sense.  1  think 
a  business  is  verv  simple.  Profit,  loss.  Take  the  sales,  subtract 
the  costs,  vou  get  this  big  positive  number.  The  math  is 
quite  straightforward,  but  a  lot  of  people  don  t  have  this 
fundamental  business  understanding. 

7'hen  vou  ha\  e  to  be  prettv  high  energy  and  an  incredible 
salesman  vourself  Not  just  to  sell  your  products  but  also  to 
sell  people  to  come  to  work  for  your  company  or  to  invest  in 
it.  You've  got  to  build  this  level  of  enthusiasm.  I  think  entre- 
preneurs in  technology  have  to  combine  all 
these  things.  And  you  see  it  more  in  the  U.  S. 
than  anwhere  else. 


Q:  Why  are  little  companies  or  growth  com- 
panies so  important  to  the  economy.? 

A:  Because  they  are  even  more  flexible  than 
large  companies  in  terms  of  spawning  new  op-  . 
portunities.  Thev  are  subject  to  that  ditticult 
test  of  "Did  we  make  money?"  on  such  a  rigid 
basis  that  the  ones  that  really  are  pursuing  the 
right  things  get  more  resources.  Small  compa-: 
nies  make  most  new  iiTorkets.  Even  those  that^ 
grow  \  cr\:  big  start  out  \'cr\  small.  A  big  compa- 
ny won't  go  into  a  small  business.  .;; 

Q:  What  has  growth  cost  Microsoft? 

A:  Well,  vou  dilute  the  skill  set  of  the  founding 
people  rather  dramatically.  Ypu  ha^•e  to  work 


ON  STARTING  A 
COMPANY 

"The  things 
you  know  and 

love  and  see 

opportunities 
in — ^you  ought 

to  pick  your 
business  based 
on  that" 


Q:  Your  own  success,  do  you  think  it's  because 
you're  smart  or  lucky? 

A:  If  somebody  wasn't  as  lucky  as  I  am,  they'd 
ne\'er  be  as  successful  as  I  am.  And  I  think  be- 
ing smart  is  absolutely  a  necessary'  element.  At 
least  the  wav  that  I  happened  to  go  about  it, 
w  hich  was:  "().  K..  I'll  do  the  payroll  and  the 
taxes.  Til  figure  out  the  price,  and  Til  figure 
out  how  U)  do  the  sales."  1  did  all  those  things, 
which  in\  ()lves  confidence  and  willingness  to 
learn.  'There's  huge  amounts  of  luck.  I'm  brash 
enough  to  think  1  w  ould  ha\  e  had  some  level  of 
success  even  without  the  luck.  But  it's  silly  to 
think  that  anybody's  innate  skills  qualify  them 
to  this  level  of  success. 
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*  ROGER  SALQUIST 

When  Roger  H.  Salquist  was  a  poly-sci  major  at  Stanford  in  the 
early  "6()s,  he  had  no  idea  that  he  would  someday  be  hawking 
something  called  a  l'"la\  r  Savr.  One  element  of  his  education, 
though,  was  perfect  preparation:  He  spent  Saturdays  as  a  yell  lead- 
er, cheering  on  the  football  team. 

Sakjuist,  now  51,  is  the  C:KO  of  (lalgene  Inc.,  and  the  Flavr 
Savr  is  Calgene's  genetically  altered  tomato.  F"or  the  past  five 
years,  he  has  been  cajoling,  schmoozing,  and,  yes,  even  yelling,  in 
an  effort  to  guide  his  product  through  the  regulatory  uprights. 
Calgene,  in  Davis,  C^alif,  is  expected  to  get  the  nod  this  fall  to 
M^^^^^^^^^^^^HM  begin  producing  and  selling  its  toma- 
to, which  is  gene-spliced  to  stay  fresh- 
er longer.  But  federal  approval  marks 
only  the  beginning;  The  next  step  is 
building  consumer  confidence  against 
an  onslaught  of  opposition  from  anti- 
biotech  acti\  ists  with  ecjually  vigor- 
ous vocal  cords. 


HOW  STARTUPS 
LEAD  THE  WAY 


If  Calgene 
fails  with  its 
luct,  the 
agricultural 
biotech  indus- 
tr\'  could  grind 
to  a  halt 


BEUWETHER.  .Salquist  already  has  dem- 
prOQUCt,  the  onstrated  one  thing:  When  it  comes 
to  biotech  innovation,  big  companies 
such  as  Monsanto  are  counting  on  lit- 
tle ones  to  lead  the  way.  More  nim- 
ble, more  focused,  and  more  depen- 
dent on  success,  entrepreneurial 
outfits  such  as  Calgene  are  de\  eloping 
the  right  products  at  the  right  time — 
creating  \  ibrant  (ipp((rtunities  in  broad 
new  markets. 

Indeed,  the  Flavr  Savr  is  a  cmcial  bellwether.  If  the  tomato  rots 
under  the  heat  of  opposition  from  consumers,  state  governments, 
or  a  myriad  other  challenges,  ag-biotech  could  grind  to  a  halt.  If  it 
thrives,  it  could  clear  the  way  for  products  from  other  companies, 
including  giants  such  as  Monsanto  and  Du  Pont.  .Says  Jerry  D. 
Caulder,  chairman  of  San  Diego's  Mycogen  Corp.,  a  maker  of 
biopesticides:  "Roger's  a  torch-carrier  for  us." 

And  a  loud  one  at  that.  Energetic,  voluble — often  profane — 
Salquist  never  lets  up  in  his  Calgene  crusade.  But  since  he  ar- 
rived there  as  a  board  member  in  19X1  (he  replaced  the  scientist 
founder  as  president  by  1984),  he  has  had  to  be  patient. 

While  most  people  recognize  the  benefits  of  genetic  engineer- 
ing in  medicine,  many  still  have  visions  of  the  Tomato  That  Ate 
"'.("s?'  York  when  it  comes  to  ag  biotech.  So,  while  biomedical  hot- 


shots  such  as  Amgen  Inc.  and  Genentech  Inc.  have 
wowed  Wall  Street,  ag  companies  have  had  to  scrounge 
for  capital.  Moreover,  academic  research  into  plant  biol- 
ngN-  lags  behind  medicine,  forcing  companies  to  do  more 
basic  science  themselves. 

Salquist's  strength  is  in  the  details.  He's  taken  over  30 
trips  to  Washington  in  the  past  year  to  make  sure  noth- 
ing upsets  the  tomato  cart.  Industry  observers  marvel! 
at  his  ability  to  bend  over  backward  for  the  regulators. : 
Me  worked  tirelessly  to  provide  the  Food  &  Drug  Ad-' 
ministration  and  other  agencies  with  scientific  data  to! 
support  the  safety  of  the  tomato  and  its  technology  .  It 
paid  off  last  May,  when  the  FDA  announced  it  would 
re(|uire  no  special  testing  and  labeling  for  genetically  i 
engineered  foods. 

Now  comes  the  real  test.  When  the  issue  is  ftiod 
safetv,  marketing  is  a  tightrope  walk.  Already,  Wash- 
ington antibiotech  activist  Jeremy  Rifkin  has  vowed  to 
attack  the  P  lavr  Sa\T  and  other  "biofoods."Most  recent- 
ly, he  organized  1,500  prominent  chefs  to  boycott  these 
products  as  they  appear.  And  he's  pushing  regulators  to  demand 
explicit  labeling  and  testing. 

Salquist  insists  the  data  vindicate  the  Flavr  Savr.  So  he  dis- 
misses Rifkin  and  his  cohorts  at  every  opportunity.  When  he 
learned  the  chef  of  New  York's  chic  "21"  Club  had  joined  Rifkin's 
boycott,  Salquist  canceled  a  dinner  for  40  there.  But  he  realizes  he 
can't  be  too  flip  with  public  opinion.  Fhat's  why  he  has  courted 
groups  he  considers  responsible,  such  as  the  Environmental 
Defense  Fund.  Although  they  don't  always  see  eye  to  eye,  one 
KDF  scientist  says  she  gives  him  "thumbs  up"  for  his  posture 
with  the  FDA. 

Salquist  knows  he's  under  the  microscope:  "There's  not  a  deci- 
sion we've  made  in  the  last  five  years  that  didn't  have  ramifications 
for  the  whole  industry."  Getting  the  Flavr  Savr  onto  America's 
tables  could  make  Salc|uist  an  entrepreneurial  hero.  But  he'll  need 
a  full  ser\  ing  of  luck  along  the  way. 

By  Joan  OX'..  Hamilton  in  Dircis,  Calif. 


*  LARRY,  DAVE, 
ADRIAN  DECAU8SIN 

Daniel  de  Caussin  can  tell  you  anything  you  need  to  know 
about  the  machine  tools  made  by  I-  adal  Engineering  Co.  Not  bad 
for  a  guy  who  almost  became  a  farmer.  In  college  he  was  playing 
the  banjo  on  street  corners  in  San  Luis  Obispo,  Calif.,  while 
working  toward  a  degree  in  agronomy.  But  one  day  his  grandfather, 
Frank  de  Caussin,  called  and  asked  him  to  join  the  family  busi- 


•f  ib  BUSINESS  WEEK/REINVENTING  AMERICA  1 992 


When  you're  away  from  your  office 
we  bring  your  office  to  you. 


ay  you  can  carry  a  phone  in  your  shirt  pocket,  keep 
)uter  in  your  briefcase,  even  send  a  fax  from  your  car. 
eritech  is  at  the  forefront  of  this  personal 
unications  revolution.  Since  we  built  the  world's 
)mmercial  mobile  telephone  network,  we've  become 
gest  operator  in  the  Great  Lakes  region.  With  every- 
•om  messaging  and  paging  to  information  access,  we're 
ing  people  with  new  freedom  and  mobility, 
re  preparing  for  the  future,  too.  This  year  we're  con- 
§  one  of  the  most  comprehensive  personal  communica- 
ervices  ( PCS )  trials  in  the  nation.  Our  PCS  technology 
ilize  our  existing  network  and  allow  portable  phones 
mailer,  lighter  and  less  expensive.  Also,  we  are  pur- 
lew  digital  technology  with  the  potential  for  fifteen 
nnore  capacity  than  current  cellular  systems. 


At  work,  at  home,  and  on  the  move,  we're  connecting 
our  customers  with  tomorrow  and  our  shareowners  with 
financial  opportunity.  In  fact,  we've  already  outperformed 
tfie  otfier  regional  communications  companies  in  return 
to  equity  eigfit  years  in  a  row. 

For  a  copy  of  our  Annual  Report  or  related  financial  pub- 
lications, call  Ameritech  Investor  Relations  at  312/750-5353. 


The  Communications  Companies  of  Ameritech  are: 
Illinois  Bell  *  Indiana  Bell  •  Michigan  Bell  •  Ohio  Bell  •  Wisconsin  Bell 
Ameritech  Audiotex  Services  •  Ameritech  Credit  •  Ameritech  Development 
Ameritech  Information  Systems  •  Ameritech  International 
Ameritech  Mobile  Communications  *  Ameritech  Publishing 
Ameritech  Services  •  The  Tigon  Corporation. 


ritech  Corporation 


jFsmcttt  t  cut 

Connecting  You  With  Tomorrow 
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WHY  SMALL 
IS  BEAUTIFUL 

"You  have  to 
keep  the 
place  lean, 
that's  all. 
You  keep 

fighting  em- 
pire-building" 


ncss.  "We  all  grew  up  in  the  machine 
shop,"  he  shrugs.  He  couldn't  resist 
coming  home. 

Daniel,  36,  now  handles  traininij: 
and  customer  relations  for  Fadal  and 
is  the  oldest  of  the  company's  new 
generation.  It's  a  throwback  to  the 
heyday  of  the  the  I'.  S.  machine  tool 
industry,  when  small,  family-run 
shops  dominated  the  manufacture  of 
the  machines  used  in  factories  to 
shape  metal  into  products.  In  the 
198()s,  Japanese  rivals  overwhelmed 
a  set  of  U.  S.  companies  that  had 
grown  fat,  cumbersome,  and  out  of 
touch  with  customers.  But  by  studi- 
ously a\'oiding  those  evils,  Daniel  s 
father,  Adrian,  and  his  two  uncles,  Da- 
vid and  Larry,  have  been  able  to  win 
some  of  the  business  back. 
It's  no  mystery  why  the  U.  S.  ma- 
chine tool  industry  was  stronger  when  the  field  was  dotted  with 
lively  entrepreneurs.  By  staying  lean  and  focused,  companies  such 
as  Fadal  can  use  their  highly  technical  skills  to  give  finicky  man- 
ufacturers exactly  what  they  want — at  a  lower  cost.  Fadal's  simple 
machines  have  car\'ed  out  25%  of  the  $300  million  market  for 
"vertical  machining  centers" — machine  tools  used  primarily  by 
small  machine  shops  to  drill,  bore,  and  mill  metal  parts.  'That's  a 
fraction  of  the  total  $4.3  billion  market  for  machine  tools  nation- 
wide. But  a  few  more  Fadals  would  go  a  long  way  in  helping  the 
V.  S.  recapture  what  it  lost  of  a  crucial  basic  industry. 

Fadal — which  stands  for  Frank,  Adrian,  Dave,  and  Larry — is 
successful  because  it  knows  its  market  intimately.  The  company 
started  in  the  1950s  after  Frank,  a  crack  machinist,  moved  his 
family  from  Detroit  to  Van  Nuys,  C'alif  It  eventually  made  preci- 
sion parts  for  the  aerospace  industry.  Frank  passed  his  machin- 
ing skills  to  his  sons  and  they  began  to  tinker  with  the  machine 
tools  they  used  themselves.  By  1979,  they  had  designed  a  vertical 
machining  center  to  sell  to  other  shops.  It  was  too  expensive  at 
first,  but  the  brothers  redesigned  it  into  a  cheaper,  no-frills  prod- 
uct that  took  the  market  by  storm. 

Now,  the  brothers  work  as  a  team:  Adrian,  57,  a  trained  pro- 
grammer who  worked  for  a  time  as  a  management  consultant, 
oversees  software.  David,  55,  handles  mechanical  design,  while 
Larry,  52,  manages  manufacturing.  Since  1985,  I^'adal's  sales  have 
shot  from  $12.4  million  to  about  $81  million.  But  despite  the 
temptation  to  expand  its  scope,  the  family  has  stuck  to  what  it 
knows  best.  And  they've  nipped  in  the  bud  any  creeping  bureau- 
cracy. "[You]  have  to  keep  the  place  lean,  that's  all,"  says  Adri- 
an. "You  keep  fighting  empire-building." 

F\er\'  day  at  9:30  a.m.,  Fadal's  shopvvorkers  line  up  for  a  15- 
minute  soup  break — a  tradition  left  o\  er  from  when  Larry's  moth- 
er used  to  send  him  to  work  with  a  vacuum  bottle  of  (Campbell's. 
Afterward,  Adrian,  Larry,  and  Dave  take  a  walk  outside  to  talk 
over  the  main  issues  facing  Fadal — their  version  of  a  top  man- 
agement meeting.  Discussions  often  turn  to  customers.  Distrib- 
utors who  sell  hadal  e(|uipment  marvel  at  the  company's  willing- 
ness to  reclaim  machines  that  draw  complaints.  I'o  avoid  them, 
Fadal's  designs  are  devoutly  simple.  Its  toolchanger,  for  instance, 
has  only  seven  moving  parts,  far  fewer  than  rival  models. 

Adrian  says  the  last  two  years  have  been  "very,  very  tough." 
Weak  industry  demand  has  flattened  sales  and  fijreed  Fadal  to 
lay  off  20  of  its  2(K)  employees.  Still,  it  is  profitable  and  gearing  up 
to  introduce  a  low-end  machine  tool  that  parries  the  competition, 
"if  it's  too  complicated,  we  throw  the  idea  out,"  says  Daniel. 
Sounds  like  the  Fadal  formula  is  safe  with  another  generation. 

By  Zf/r/M/y  Schiller  in  ('.Ircrlnud 


★  ANDY  HELLER 


For  23  years,  Andrew  R.  Heller  was  one  of  the  most  brilliant 
engineers  at  IBM.  So  his  sudden  defection  in  1989  was  a  shock. 
\\  hat's  more  amazing,  though,  is  that  he  lasted  so  long.  Heller's 
trademark  beard,  cowboy  boots,  and  bolo  tie  horrified  IBM's  blue- 
suited  legions.  He  had  a  flair  for  quickly  fodng  ailing  projects — but 
only  after  informing  executives  how  dumb  they  were.  Says  Joel  S. 
Birnbaum,  a  friend  and  the  chief  of  Hewlett-Packard  Co.'s  re- 
search: "Andy  likes  to  tell  the  emperor  he's  naked." 

But  now  Heller  is  the  emperor — and  a  nakedly  ambitious  one. 
His  two-year-old  startup,  HaL  (Computer  Systems  Inc.,  targets 
IBM's  core  customer  base — banks,  airlines,  and  other  mainframe 
users.  Hal  is  the  name  of  the  onuiiscient  computer  in  2001:  A 
Spare  Odyssc]'.  whose  initials  precede  I,  B,  M  in  the  alphabet.  The 
choice  is  no  accident.  Says  Heller:  "We  want  to  walk  out  of  this 
decade  one  of  the  world's  5  to  10  biggest  computer  companies." 

Heller,  45,  is  one  of  a  growing  cadre  of  former  executives  who 
found  their  ideas  and  ambitions  stifled  by  large  organizations. 
Faced  with  few  options  and  corporate  cutbacks,  "second-career 
^^H^^^^HHiH^^Hi   entrepreneurs"  arc  flowing  onto  the 
market,  says  Edward  M.  Moldt,  man- 
aging director  of  Wharton's  Snider 
Entrepreneurial  (Center  They're  met 
by  \enture  capitalists  keen  for  solid 
strategies  and  a  wealth  of  services  de- 
signed to  help  startups.  But  they  also 
learn  it's  easier  to  criticize  an  employ- 
er than  to  run  your  own  show. 

Heller's  blow-up  with  IBM  began 
when  he  was  assigned  to  design  a 
new  entry  into  the  booming  engineer- 
ing-workstation market.  He  did  too 
good  a  job.  Executives  feared  the  ma- 
chines might  steal  sales  of  IBM's 
mainframes,  so  they  took  the  division 
from  Heller,  and  he  left  soon  after. 
By  1990,  when  IBM  headed  into 
workstations  full  steam,  rivals  had  al- 
ready taken  much  of  the  market. 
With  HaL,  Heller  wants  to  go  a 


SECOND-aREER 
ENTREPRENEUR 

Stifled  at  IBM, 
Heller  got 
some  help 
from  Fujitsu 
and  decided  to 
move  in  on  Big 
Blue's  business 
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Did  you  know 
American  electronics 
companies.... 

*  turn  ideas  into  products  tliat  improve  the  standard  of  living 
of  people  throughout  the  world? 

*  create  more  jobs  for  Americans  than  any  other  manufacturing 
segment  of  the  U.S.  economy? 

*  generate  additional  jobs  that  wouldn't  exist  without  electronics? 

*  contribute  to  economic  strength,  innovative  eckication, 
environmental  improvement,  world-class  medical  technology, 
better  government  and  a  stn  )ng  defense? 

*  enhance  your  personal  opportunities  in  education, 
communication,  entertainment  and  productivity? 

We're  important  to  the  economic  and  societal 
health  of  our  nation. 

If  you  would  like  to  hear  more  or  play  a  role  as  an  AHA  member  lirm  in  this 
exciting  and  \  ibrant  industi'w  write  to  Dick  h  erson.  President  anel  C'HO, 
American  Klectionics  Association.  P.O.  Box  S  t9')(),  Santa  Clara,  CA 
9S05(>()99().  Hax  (  tOS)  ^;^()-SS6S. 


American  Electronics  Association 

(x'lchi-citiuii  Fifty  Yccd's  of  Service  to  the  I'.S.  electronics 
(i)ul  iuforuuitio)!  techiio/oi{]'  iih/nstries 


This  ad  was  made  possible,  in  part,  by  contributions  from  KPMG  Peat  Marwick  and  Oracle  Corporation, 
pr,0ud  members  of  the  American  Electronics  Association. 


G  A  LI  E  R  Y 


step  further.  He's  building  even  more  powerful  systems,  from 
tlc>>ktop  to  near-mainframe-scale,  that  are  aimed  directly  at  the 
transaccion-heav7  applications  still  dominated  by  mainframes.  To 
make  them  much  cheaper,  he  will  use  existing  building  blocks — 
Sun  Microsystem's  Sparc  microprocessors  and  the  widely  used 
Unix  operating  software.  His  edge  will  be  to  tune  these  general- 
purpose  chips  and  software  to  process  transactions  much  faster 
than  c()n\entional  workstations. 

COZY  REIATIONSHIP.  With  rivals  aiming  at  the  same  market.  Hell- 
er has  to  mo\  e  fast — and  prove  he  can  manage.  He  hopes  to  a\  ()id 
an  IBM-style  bureaucracy  by  creating  an  open  corporate  culture. 
His  door  is  open  to  anyone  who  wants  to  argue  with  him.  And 
he  often  stays  late  to  hash  over  technology  with  engineers. 

i  hings  don't  always  work  smoothly.  He  gets  frustrated  when 
otiicrs  make  decisions  he  disagrees  with.  "When  I  meet  with 
.\ndy,  1  look  at  my  watch  to  see  how  long  it  is  before  he  yells  at 
me,"  says  Dav  id  R.  Dit/,el,  an  executive  at  Sun,  which  has  a  stra- 
tegic partncrshi]")  with  I  lal..  "Sometimes  it's  as  much  as  20  min- 
utes." .Says  Heller:  "I  ha\e  strong  technical  opinions,  and  unfortu- 
nately, I'm  right  a  lot."  He  insists  his  style  iiasn't  hurt  so  far.  He 
claims  Japan's  h  iijitsu  Ltd.,  which  paid  $40  million  for  44%  of 
HaL's  equirv,  works  more  closely  with  him  than  IBM  ever  did. 

Heller  isn't  in  it  just  for  the  money.  Bom  to  a  wealthy  Northeast- 
ern family,  he  owns  houses  in  Texas  and  .Silicon  Valley,  plus  a 
.\0()0-acre  (California  spread  dubbed  Heller  Highwater  Ranch. 
Heller  is  simply  out  to  prove  he  can  build  the  world's  best  comput- 
ers. "  The  (.|uestion  is  w  hether  he'll  have  the  patience  to  finish 
the  job,"  says  former  IBM  colleague  (Clav  (lipione.  Vox  a  restless 
renegade  like  Andv  Heller,  that's  the  toughest  job  of  all. 

Jiv  Rohcn  I).  Hot  in  QiinpML  Calif. 


★  PA'rSY  BROWN 

One  look  around,  and  you  know  Papa's  Grocery  in  Los  Angeles 
is  something  special.  Behind  the  meat  counter,  white-aproned 
butchers  cater  to  finicky  shoppers.  In  produce,  the  bins  gleam 
with  fresh  fruits  and  vegetables.  Kids  run  down  well-scrubbed 
aisles  as  parents  tnindle  carts  after  them.  On  the  shelves  and  in  the 
coolers,  brand-name  goods  share  space  with  such  black-cuisine 
specialties  as  cleaned  chitterlings  and  Oreole  bean  mixes. 

Since  Papa's  opened  in  1^'84,  it  has  helped  stabilize  a  working- 
class  section  of  black  L.  A.  that  had  been  besieged  by  drug  deal- 


'ti 

mi 


Can  record  grovM 
compromising  tlie  servio 


EDS  helped  Jackson  National  Life  say  yes. 

Since  1985,  Jackson  National 
Life  has  grown  750  percent 

while  maintaining  one  of  the 
lowest  cost-to-premium  ratios  in 
its  industry.  They  did  it  thanks  in 
part  to  information  technology 
from  EDS  that  significantly  im- 
proved customer  service  response 


EDS  is  a  registered  trademark  of  Electronic  Data  Systems  Corporation.  ©  1992  EDS. 


time  and  boosted  product!  % 
EDS  developed  syster  U 
streamlined  administrati( 
workflow,  making  the  co 
more  responsive  to  cuslome 
Jackson's  VP  of  technology 
Shankel,  says,  "New  systen 
in  development  will  im 
productivity  40  percent 


Mi 


and  crime.  Ocdit  Patsy  Brown,  60,  a  general  contractor  and 
\.  native  who  got  tired  of  seeing  deterioration.  When  she  ren- 
ted a  two-story  Kngiish  Tudor  building  to  hold  apartments 
1  a  6,()()()-s(|uare-foot  store,  she  had  a  clear  vision:  "A  place 
:;re  elderly  folks  could  walk  to,  where  you  could  send  the  kids, 
anted  a  place  where  people  know  their  grocer  and  butcher." 
'hese  days,  as  riot-ra\aged  Los  Angeles  searches  for  solutions  to 
I  strife,  entrepreneurs  such  as  Brown  play  a  crucial  role.  i,o- 
go\  ernment  and  civic  leaders  are  focusing  their  efforts  on  woo- 
big  corporations  to  the  inner  cirs'.  But  many  experts  say  in- 
tment  by  people  who  are  already  part  of  the  community'  is  just 
mportant.  "If  you  think  in  terms  of  only  pursuing  big  busi- 
se.s,  it's  hopeless,"  says  John  (1  Weicher,  an  Assistant  I  lousing 
LIrban  Development  Secretary.  "Small  business-  mh^^^^h 
.■reate  a  large  number  of  new  jobs — especially  in 
inner  citv." 


3  RISKY?  Success  is  a  struggle,  though.  While 
)a's  employs  24  people  and  expects  to  gross  $1.7 
lion  this  year,  it  has  yet  to  break  even.  Losses 
small  and  getting  smaller,  but  Brown  still  faces  a 
illenge  in  luring  customers.  It's  not  that  Papa's 
't  a  popular  spot.  The  trouble  is,  many  shoppers 
f  their  staples  at  big  chain  supermarkets,  which 
;r  variety  and  specials  that  Brown  can't  afford.  In 
lacabre  twist,  Brown  got  a  boost  from  the  late- 
ril  riot:  Papa's  was  untouched,  while  several  near- 
grocery  stores  were  burned  or  looted.  It's  unclear 
V  much  of  that  business  it  will  retain. 
5rown,  however,  is  out  to  prove  wrong  the  bank- 
and  other  mainstream  investors  who  she  thinks 
tly  underestimate  the  consimier  power  and  tastes 
he  black  middle  class.  "This  is  primarily  a  neigh- 


INVESTING  IN  THE 
INNER  CITY 

"Bankers 
think  of 
black-owned 
businesses  as 
beauty  salons 
and  barbecue 
stands" 


borhood  of  people  with  jobs,  who,  like  everybody  else,  enjoy 
shopping  at  nice  places,"  she  says.  Therefore,  while  she  has  slashed 
jirices  on  such  items  as  milk  and  bread  to  compete,  she  proudly 
stands  by  her  service.  Brown  believes  there  are  enough  people 
nearby  earning  enough  money  to  respond  ov  er  the  long  term  to  a 
helpful  sales  staff  and  bins  of  fresh  produce. 

Brown  and  her  husband.  I  led),  have  enjoyed  a  comfortable  lite- 
style  themselves  and  can  afford  losses  for  a  w  hile.  They  sa\ed  u[) 
during  the  21  years  Herb  ran  a  2()()-employee  scrap-metal  busi- 
ness in  South  Clentral  Los  Angeles.  Although  it  failed  in  1 af- 
ter losing  its  biggest  contract,  it  provided  the  original  investment 
for  Papa's.  The  Browns  were  never  able  to  get  a  bank  or  govern- 
ment-backed small-business  loan.  "Bankers  think  of  black-owned 
^^mmm^am  business  as  beauty  salons  and  barbecue  stands,"  she 
says,  "and  most  wealthy  black  investors  wf)n't  put 
money  into  black  enterprise  because  they  think  it's 
too  risky." 

Brown  has  found  an  ally  in  the  Los  Angeles  re- 
development agency,  despite  Papa's  lack  of  profit- 
ability. The  city  is  helping  fund  Brown  and  a  hous- 
ing developer  as  they  break  groimd  on  a  new 
9,000-square-f(X)t  Papa's  in  another  transitional  neigh- 
borhood. This  one  should  provide  30  jobs,  and  will 
have  a  diner  inside,  planned  as  an  alternative  to  all 
the  fast-food  joints  in  the  area. 

California  dreaming.^  Maybe  so.  But  as  Los  An- 
geles tries  to  right  itself  after  a  nervous  summer,  the 
vision  and  energy  of  businesspeople  such  as  Patsy 
Brown  are  crucial.  Says  (Jasper  Williams,  a  senior 
manager  in  L.  A.'s  Community  Dev  elopment  Dept.: 
"Setting  an  example  to  the  community  as  an  entre- 
preneur with  dreams  is  important  in  and  of  itself" 
B\  Jt/iic  Hinilkiuni  in  Los  An<^i'h's 


sustained  without 
It  helped  to  create  it? 


terns  will  allow  customers 
vith  one  employee  for 
needs.  So  we  can  offer 
jrvice  faster  ' 

ilso  provides  transaction 
ig,  enabling  Jackson  to 
e,  up-front  investments  in 
computing  capacity, 
ackson's  operating  costs 


have  decreased.  Yet  among  U.S. -based 
life  insurance  companies,  Jackson 
ranks  in  the  top  one  percent  in 
winning  new  business.  "EDS  has 
been — and  will  continue  to  be — an 
integral  part  of  Jackson  National 
Life's  success, "  said  David  A.  Pasant, 
the  company's  president  and  CEO. 
Changes  in  technology  can  help 


you  grow  rapidly  while  controlling 
your  costs.  EDS  is  the  world  leader  in 
applying  information  technology.  To 
find  out  how  we  could  help  you,  write 
Barry  Sullivan,  EDS, 
7171  Forest  Lane,  M45, 
DaUas,  TX  75230.  Or  call 
(214)  490-2000,  ext.  l45. 
TAKE  ADVANTAGE  OF  CHANGE' 


EDS 
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THE  HIGHWAY  TO  TOMORROW 

America's  future  competitiveness 
depends  on  high-capacity  networks 
that  will  carry  voice,  video,  and  data 
communications.  But  building  a 
foundation  for  the  Information  Age 
will  require  hard  thinking  about 
strategy-and  a  motmtain  of  cash 
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NUTS 

AND  BOLTS 

Gridlocked  highways  and 
crumbling  bridges.  Jam- 
packed  airports.  Inade- 
quate sewage-treatment 
plants,  and  more.  America 
has  been  skimping  on  in- 
frastructure spending  for 
decades.  The  U.S.  may 


need  to  spend  $800  billion 
or  more  to  fix  existing  fa- 
cilities, build  bridges,  and 
create  the  digital  highways 
necessary  for  the  Informa- 
tion Age.  Not  doing  so 
could  erode  U.S.  produc- 
tivity and  leave  America 
behind  its  infrastructure- 
obsessed  trading  partners 


SUNSHINE  SKYWAY  BRIDGE,  TAMPA  BAY 
BY  DAVID  lAWRENCE/THE  STOCK  MARKET 
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I  H  E      A  R  T  E  R  I  E  S 


COMMERCE 


INFRASTRUCTURE 


REBUILDING  AMERICA: 
THE  MM>NIMBING  COST 


INNOVATIVE   FINANCING   AND   P R I  V  A T E  -  S  E C T 0 R    HELP   ARE  KEY 


O Pointing  to  a  trail  of  colored  pins 
snaking  across  a  huge  map  of  the 
area  surrounding  Washington's 
Dulles  International  Airport,  Ralph  I>.  Stan- 
ley sounds  like  any  other  public-works  ad- 
ministrator as  he  ticks  off  cost  estimates 
and  traffic  projections  for  a  proposed  14- 
mile  expressway  from  Dulles  north  to 
Leesburg,  Va.  But  Stanley  isn't  a  typical 
bureaucrat. 

The  former  director  of  the  Urban  Mass 
transportation  Administration  imdcr  Pres- 
ident Reagan,  Stanley  has  become  one  of  a 
pioneering  breed  of  infrastructure  entre- 
preneurs. As  the  chief  executive  of  Toll 
Road  Corp.  of  Virginia,  Stanley  is  trying  to 
build  the  nation's  first  privately  f)wned  toll 
road  in  almost  a  century.  "Traffic  is  a 
growth  industrs,"  says  Stanley.  "We're  sell- 
ing the  most  precious  commodity  for  peo- 
ple with  today's  busy  lifestyles — time." 

QUAGMIRES.  Stanley  and  his  $300  million 
project  are  emblematic  of  the  changes  that 
are  sweeping  through  public  investment 
today,  (irowing  concern  about  traffic  con- 
gestion and  pollution,  and  growing  distaste 
at  falling  behind  the  infrastmcture-obsessed 
Japanese  and  (jermans  (charts),  are  finally 
forcing  the  I '.  S.  to  address  its  long-standing 
deficit  in  public  works.  As  a  result,  a  ma- 
jor increase  in  spending  on  the  nation's  sag- 
ging infrastructure  seems  certain  over  the 
coming  decade. 

i^ut  with  Washington  and  most  states 
and  municipalities  stuck  in  financial  c|uag- 
mires,  paying  for  a  new  infrastructure  boom 
will  rec|uire  all  the  enterprise  that  America 
can  muster.  'I  he  sums  involved  are  so 
mind-numbing  that  the  U.  S.  will  have  to 
reinvent  the  way  that  public  works  are  fi- 
nanced. 

Kstimates  of  the  coming  infrastructure 
bill  range  from  the  $30  billion  to  $40  bil- 
lion that  will  be  needed  simply  to  refur- 
bish the  most  egregiously  deficient  bridges 
and  roads,  to  the  mammoth  $.S00  billion 
public  investment  plan  that  is  championed 
by  investment  banker  Felix  G.  Rohatyn  to 
rebuild  highways  and  airports  and  help  cre- 
ate the  digital  data  networks  that  arc  al- 
reatiy  becoming  key  to  productivity  growth 
'  r;agc  2(X)).  "This  country  is  starved  for  c-ap- 


ital  investment,"  says  Rohatyn,  chairman 
of  New  York  ('ity's  financial  watchdog 
agency,  the  Municipal  Assistance  Corp. 
"Our  first  priority  should  be  the  rebuild- 
ing of  America." 

Financing  that  effort  will  require  such 
strategies  as  imposing  user  fees,  issuing 
new  types  of  bonds  designed  to  entice  pen- 
sion fund  managers  wary  of  direct  invest- 
ment in  public-works  ventures,  and  allow- 
ing private  ownership  of  roads  and 
waste-treatment  plants.  "Mter  underinvest- 
ing  for  years,  we're  probing  for  a  wav  to 


circumvent  the  shortage  of  public  capital 
for  infrastructure."  says  Glen  A.  Barton, 
group  president  at  heavy-equipment  mak- 
er (Caterpillar  Inc.  "Unless  we  do  some- 
thing soon,  we'll  really  have  a  mess  on  our 
hands." 

Signs  of  decaying  or  inadequate  U.  S.  in- 
frastructure are  legion.  According  to  the 
Flouse  [^ublic  Works  &  I'ransportation 
Committee,  some  40%  of  the  nation's 
bridges  arc  deficient  and  more  than  28  mil- 
lion Americans  are  served  by  inadequate 
sewage-treatment  plants.  By  2(X)5,  the  pan- 


BUSINESS  WEEK/REINVENTING  AMERICA  1 992 


1^- 


lys,  traffic  delays  bc- 
c  of  inadcciuatc  roads 
cost  the  nation  $50 
)n  annually  in  wasted 
and  lost  wages.  The 
eral  Aviation  Admin- 
tion,  meanwhile,  fig- 
that  58  airports,  in- 
ing  those  in  Newark, 
.,  and  Los  Angeles, 
be  "seriously  congest- 
by  the  year  2000, 
ing  delays  for  74%  of 
nation's  passengers, 
nc  reason  for  these 
Lirbing  statistics:  the 
Jy  drop  in  spending  on  infrastmcnire  in 
last  quarter-century.  In  1965,  about 
0  of  all  federal  outlays  went  for  infra- 
:ture.  By  1990,  that  share  had  fallen  to 
b.  Even  adding  in  state  and  local  out- 
,  the  U.  S.  now  spends  a  paltry  0.5%  of 
;ross  domestic  product  on  infrastruc- 
,  a  quarter  of  v  hat  it  spent  in  the  niid- 
3s.  "Politically,  there's  been  pressure 


SKIMPING  ON 
INFRASTRUaURE  SPENDING... 


.MAY  BE  A  COMPETITIVE 
DISADVANTAGE 


FEDERAL  SPENDING 
ON  TRANSPORTATION,  WATER, 
AND  OTHER  PUBLIC  WORKS 
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not  to  raise  capital  spending  for  a  long     could  afford  to  do  that  in  the  1950s.  We 
time,"  says  Richard  C.  Leone,  chairman  of 
the  Port  Authority  of  New  York  &  New 


has  left  older  core  cities 
struggling  to  maintain  ag- 
ing public  works  even  as 
they  continue  to  lose  pop- 
ulation, business  activity, 
and  the  tax  base  essential 
to  funding  renewal.  "Not 
only  do  we  have  to  come 
back  and  maintain  the  ag- 
ing infrastructure,  but  we 
also  have  to  go  out  an- 
other 20  or  .^0  miles  and 
duplicate  it,"  worries 
Rol^ert  D.  Yaro,  executive 
director  at  New  York's 
Regional  Plan  Assn.  "We 


Jersey.  "Now  we're  seeing  the  morning 
after." 

Shifting  demographic  and  technological 
trends  mean  the  11  S.  will  be  hard-pressed 
to  continue  dodging  the  bill  much  longer. 
Fiber-optic  cable  and  other  gear  needed 
to  build  a  nationwide  digital 
data  network  may  cost  $325 
billion  by  the  year  2000, 
nearly  all  of  that  from  private 
sources.  Keeping  up  with 
population  shifts  may  cost 
even  more.  Vhc  West  and 
South  saw  their  populations 
swell  by  17%,  to  138  million, 
during  the  1980s,  largely  at 
the  Feast's  expense. 

GRIDLOCK.  That  trend  is  con- 
tinuing. And  nationwide, 
Americans  are  fleeing  central 
cities  for  suburbs.  The  urban 
landscape  now  is  increasing- 
ly populated  by  "edge  cities" 
that  ha\'e  inherited  much  of 
the  cities'  vitaliry  and  infra- 
structure needs.  Take  bust- 
ling Naper\  ille,  III.,  30  miles 
west  of  (Chicago.  As  its  popu- 
lation has  doubled  to  90,000 
over  the  past  decade,  the 
community  has  had  to  im- 
pose occasional  bans  on  lawn 
watering  because  of  water 
shortages.  Along  state  high- 
way 34,  rush-hour  gridlock  is 
the  norm  most  weekdays 
and  every  Saturday  as  shop- 
pers pour  into  the  nearby 
Fox  Valley  Mall. 

The  flight  to  the  suburbs 


UPGRADING  A 
NEW  YORK-NEW 
JERSEY  MASS- 
TRANSIT  LINK 


can  t  anymore. 

I'he  struggle  to  keep  up  with  popula- 
tion shifts  troubles  a  growing  number  of 
economists  and  executives  who  see  a 
strong  link  between  public  spending  and 
the  economy's  overall  productivity.  F"or  ex- 
ample, economist  David  A.  Aschauer  of 
Bates  College  has  concluded  that  produc- 
tivity growth, 

Signs  of  decay 


the  key  to  im- 
proving living 
standards,  has 
been  falling 
almost  in  tan- 
dem with  de- 
clining public 
investment 
spending 
since  1970. 
Countries 
such  as  Ger- 
many, Japan, 
and  France, 
which  spend 
a  higher  per- 
centage of 
their  GDP  on 
infrastaicture, 
clearly  out- 
strip the  U.  S. 
in  productiv- 
ity enhancement  as  well. 

The  findings  have  touched  off  an  aca- 
demic firestomi.  The  (Congressional  Budget 
Office,  for  instance,  argues  that  Aschauer's 
relationship  may  be  more  coincidental  than 
causal.  But  that  hasn't  stopped  financiers, 
unions,  and  construction  groups  from  call- 
ing for  more  infrastnicture  spending.  Many 
labor  leaders  and  politicians  view  a  renewed 
commitment  to  infrastructure  spending  as 
the  most  effective  answer  to  the  most  trou- 
bling issue  plaguing  the  lackluster  II.  S. 
economy:  a  paucity  of  high-paying  jobs  to 
replace  those  lost  to  the  brutal  forces  of 
corporate  restructuring,  defense  budget 
cuts,  and  international  competition. 
Each  $1  billion  spent  on  infrastructure 


are  legion.  U.S. 
airports  are 
clogged,  40%  of 
bridges  are 
deficient,  and 
28  million 
Americans  are 
served  by 
inadequate 
sewage  plants 
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HE     ARTERIES     OF  COMMERCE 


translates  into  an  estimated  4(),(XX)  to  50,0(X) 
additional  publie  and  private  jobs.  So  us- 
inji  intVastruetiire  spending  to  prod  the  na- 
tional economy  out  of  its  current  sluggish- 
ness is  tempting.  But  there  arc  drawbacks 
in  counting  on  a  renewed  infrastructure 
push  to  pump  up  the  1 1.  S.  economy  by 
creating  millions  of  jobs  overnight.  Take  a 
typical  road  project.  Jack  W.  Lillywhitc, 
manager  of  project  development  at  l^echtel 
{>ivil  Co.,  figures  that  it  can  take  three  years 
to  conduct  studies,  secure  permits,  acquire 
land,  and  assess  environmental  questions 
before  construction  can  even  start.  Some 
critics  even  say  it's  time  to  cast  aside  the 
pork-barrel  habit  of  regarding  infrastruc- 
ture spending  as  a  job  machine.  They  ar- 
gue that  the  nation  H^HaaHaMai 
must  form  a  clear  vision 
of  how,  why,  and  where 
it  should  spend  more. 
"A  strategy  has  to  be 
agreed  on,"  says  l^illy- 
white.  'The  physical  in- 
frastructure we  may 
need  for  an  industrial- 
based  society  is  totally 
different  than  the  com- 
munications-network in- 
frastructure we  need  if 
we  want  to  be  a  knowl- 
edge-based society." 


Perhaps  the  most  ambitious  plan  has 
been  advanced  by  investment  banker  and 
muni  watchdog  Rohatyn,  senior  partner  at 
I.azard  Preres  &  Co.  As  chairman  of  New 
York  Caty's  MAC;,  Rohatyn  oversaw  a  mas- 
sive surge  in  public-works  spending  in  the 
198()s,  financing  the  effort  with  $10  billion 
in  bonds  backed  by  city  sales  taxes.  Now, 
he  is  proposing  a  similar  version  of  his  New 
\'ork  plan  on  a  more  massive,  national  scale. 
1  le  would  have  the  V.  S.  spend  $500  bil- 
lion on  infrastructure  and  other  public  in- 
vestment over  the  next  decade,  financing 
the  outlays  through  a  new  federal  tmst  that 
would  sell  bonds  to  pension  funds  and  in- 
dividuals. To  service  the  debt,  Rohatyn 
proposes  increasing  the  federal  gasoline  tax 


PRIORITIES  FOR  UPGRADING 
AMERICA'S  INFRASTRUaURE 


SUPPORT  A  NEW  INFORMATION  HIGHWAY 


if  $325  billion  is  needed  over  the  next  10 years  to  create  a  commu- 
nications system  that  can  make  the  most  of  modern  technology. 
Allow  phone  companies  into  video  transmission  to  make  use  of  up- 
graded networks.  Encourage  phone  service  competition  from  wire- 
less networks  and  cable  companies.  Insist  companies  set  a  schedule 
of  network  upgrades 


INVEST  IN  PUBLIC  WORKS 


PENSION  LURE.  Before 
anything  maj(  )r  happens, 
a  sweeping  overhaul  in 
the  way  the  li.  S.  fi- 
nances its  infrastructure 
must  occur.  One  pro- 
posal comes  from  the 
Rebuild  America  (coali- 
tion, a  consortium  of  60 
business,  finance,  gov- 
ernment, and  labor 
groups  advocating  an 
expanded  national  infra- 
structure investment 
program.  The  group 
wants  to  relax  restric- 
tions that  the  Tax  Reform  Act  of  1986 
placed  on  the  ability  of  states  and  munici- 
palities to  issue  tax-exempt  debt 
to  fund  privately  owned  projects.  Even 
more  attention  is  being  focused  on  in- 
novative ways  to  lure  America's  vast 
pool  of  pension  savings  into  public  works. 
Most  public-works  projects  arc  still  fund- 
ed through  tax-exempt  bonds.  But  pension 
funds  don't  pay  taxes,  so  they're  usually 
not  interested  in  accepting  the  low  rates 
available  on  tax-exempt  securities.  Aware 
of  this,  (iongress  last  year  set  up  a  com- 
mission to  study  the  creatif)n  of  a  new  type 
of  security  that  could  be  used  to  lure  some 
of  the  more  than  $2  trillion  in  domestic 
pension  fund  assets  into  infrastructure  in- 
vestment. 


ifRelease  the  more  than  $10  billion  surplus  in  highway  and  airport 
trust  funds.  That's  a  start  on  the  five-year  increase  of  $60  billion 
needed  in  federal  spending.  Make  states  cough  up  at  least  $20  for 
every  $100  of  federal  money 


ENLIST  THE  PRIVATE  SECTOR 


•k  Encourage  privately  funded  toll  roads,  tunnels,  and  bridges. 
Temporarily  privatize  most  run-down  bridges  and  tunnels.  Boost 
incentives  for  pension  funds  and  banks  to  invest  in  infrastructure 


SPREAD  THE  LOAD 


irSet  tolls  on  heavily  congested  roadways  and  bridges  to  charge 
rush-hour  travelers  the  highest  rates.  Charge  higher  takeoff  and 
landing  fees  at  airports'  busiest  times 


by  5()<f  a  gallon,  phasing  in  the  hike  over 
10  years.  The  increased  uix  revenues  would 
back  the  bonds,  just  as  sales  taxes  backed 
MA( ;  obligations  in  New  York. 

Yet  before  America  even  considers  rais- 
ing huge  sums  for  new  infrastructure,  it 
needs  to  make  sure  it's  getting  the  best  re- 
turn out  of  its  current  $1.4  trillion  public- 
works  investment.  Take  highways  and  air- 
ports, where  "congestion  pricing"  could 
become  the  norm  for  t{)lls  during  rush 
hours.  Based  on  the  phone  company  rule 
that  you  pay  the  most  to  use  a  system 
when  demand  is  highest,  congestion  pricing 
could  generate  additional  maintenance  rev- 
enues, discourage  travel  during  peak-use 
periods,  and  even  eliminate  the  need  to 
build  some  new  projects  altogether. 


In  1988,  for  example,  the  Massachusettsi 
Port  Authority  overhauled  landing  fees  at 
Boston's  crowded  Logan  International  Air- 
port, more  than  tripling  charges  for  small 
aircraft  while  reducing  them  for  large  ones. 
The  change  caused  noncommercial  flights 
to  drop  by  a  third  and  improved  I^ogan'sf 
on-time  performance.  It  was  scrapped  les: 
than  a  year  later  after  angry  small-aircrafl 
owners  challenged  the  fee  structure  as  dis-| 
criminatory  and  unreasonable.  Put  bac 
on  the  old  system,  Logan's  on-time  per-l 
formance  plimged  from  second  in  the  na-| 
tion  to  29th. 

CONGESTION  CITY.  I'o  some  business  exec- 
utives, it's  only  a  short  step  from  market- 
■■■■■■■■■■■■gii    based  pricing  mecha- 
nisms to  outright  private 
ownership  of  the  facil- 
ities themselves.  That's 
certainly  the  case  with] 
Toll  Road  Corp.  of  Vir- 
ginia's Dulles  venture, 
which  backer  Stanleyl 
hopes  to  finance  using] 
investors'  equity,  bank 
debt,  and  bonds.  State 
officials  concede  that 
the  four-lane  highway 
that  now  runs  between 
Dulles    and  rapidly 
growing  Leesburg  is 
horrendously  congested. 
But,  says  James  W.  At- 
well,  assistant  finance 
commissioner  for  the 
Virginia  transportation 
Dept.,  "the  public  sec- 
tor just  can't  carry  the  | 
whole  load."  It's  pretty  | 
much  the  same  story  in  | 
budget-crunched  Call-  I 
fornia,  which  has  ap-  i 
proved  four  privately  jj 
developed  toll  road  ex-  '} 
periments.  | 
Private  ownership  has  4 
its  limits.  Local  officials  ;i 
are  resisting  efforts  to  privatize  airports  in  |i 
Los  Angeles  and  New  York,  objecting  that  ll 
they  would  lose  control  of  potent  industri-  I 
al  development  tools.  Likewise,  America 
would  be  wise  not  to  expect  too  much  ' 
from  new  public-works  spending  alone. 

Massive  infrastructure  investment  can 
do  little  to  counter  the  long-term  impact 
of  a  national  economy  that  is  hooked  on 
the  dual  addictions  of  deficit  spending  and 
low  savings.  Yet  as  long  as  its  trading  part- 
ners continue  investing  heavily  in  public 
works,  neither  can  the  U.  S.  afford  to  let 
itself  become  even  more  mn-down.  Wheth- 
er it  is  the  digital  highway  or  Interstate  95, 
the  nation  must  finally  force  itself  to  start 
digging. 

By  James  E.  Ellis  in  Leeshutj,,  Va. 
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Informix 
Database  Technology  Helps 
KFC  Achieve ''101%" 
Customer  Satisfaction. 


When  KFC,  the  world's  largest  chicken  restaurant  chain,  wanted  to  ensure 
more  efficient  and  competitive  operations,  they  turned  to  us,  Informix,  the  experts 
in  UNIX'  relational  database  management  systems. 
Consolidated  Store  Information. 

KFC  needed  a  data  consolidation  system  that  would  allow  management 
to  take  a  more  comprehensive  look  at  their  international  business. They  needed 
a  system  to  track  and  analyze  operations  at  the  store  and  regional  level,  includ- 
ing data  on  sales,  labor  productivity,  product  cost  efficiency,  and  customer  service. 
And  they  needed  the  system  to  help  them  respond  to  changes  as  quickly  as  possible. 

KFC  chose  Informix's  UNIX  database  solution. 
A  Strategic  IMove  to  UNIX. 

KFC  targeted  UNIX  and  open  systems  as  their  environment  because  of 
flexible  network  interoperability  and  the  availability  of  leading  relational  database 
technology.  With  the  Store  Data  Consolidation  system  successfully  up  and 
running,  KFC  is  using  the  same  technology  to  roD  out  a  financial  accounting 
system,  and  a  franchise  information  system  that  tracks  KFC  franchises  on  a 
global  basis. 

KFC  and  thousands  of  other  companies  have  called  on  us  for  over  12  years 
to  successfully  handle  their  critical  data. 

If  you're  considering  UNIX  for  data  management,  talk  to  Informix. 
Because  we're  the  experts. 
Call  1-800-688-IFMX. 


fi  INFORMIX' 

THE  UNIX  DATABASE  EXPERTS. 


Canada  and  Laiin  America  415-926-6300.  Europe  -l-l  784  240  444.  Asia/Pacific  65  298  1716 

Tni>    I  regLMercd  iradeinark  of  InfomiLi  Solnvart,  Int 
\re  rciiisiercd  iradtmarks  or  trjdcmarki  ot  the\i  rcspecii\e  mjt>iil,KiiiiiT~ 
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THE  HIGHWAY 
TO  TOMORROW 


O Japan  has  pulled  ahead  of  the  IJ.  S.  in  laying  fiber- 
optic cable,  the  glass  pathway  of  the  Information 
Age.  France  is  in  front  in  digital  switches.  Even  Sin- 
gapore is  outdoing  the  U.  S.  Indeed,  much  of  the  world  is 
determined  to  rival  America  in  building  networks  to  carry 
vast  volumes  of  voice,  video,  and  data  cheaply  and  reliably 

The  U.  S.  is  hardly  sitting  still,  however.  To  keep  up, 
America's  telecommunications  industry  will  spend  a  stag- 
gering $325  billion  over  the  next  decade  on  everything  from 
fiber  optics  to  souped-up  software,  estimates  DRI/McGraw- 
Hill  Inc.  That's  because  building  a  modern  global  commu- 
nications network  will  be  as  important  to  the  emerging  in- 
formation revolution  as  railroads,  bridges,  and  canals  were 
to  the  Industrial  Revolution  more  than 
a  century  ago. 

Instead  of  locomotives,  the  engines 
of  modern  business  are  fiber-optic  ca- 
bles, satellites,  computerized  switches, 
cellular  phones,  and  the  millions  of 
lines  of  software  code  that  knit  them 
all  together.  Nations  that  can't  put 
these  ingredients  together  into  ad- 
vanced communications  grids  won't  be 
fully  able  to  take  advantage  of  the  in- 
creasing flow  of  global  commerce. 

The  U.  S.  telecom  industry's  push 
into  the  Information  Age  is  likely  to 
produce  digital  networks  serv  ing  fax 
machines  that  will  spit  out  razor-sharp 
images  at  three  times  today's  speeds. 
High-capacity  networks  will  cut  down 

AT  CABLE  LABS:  STUDYING 
WAYS  TO  CARRY  PHONE 
CALLS,  WHILE  BEU  ATLANTIC 
FINDS  A  WAY  TO  SEND  VIDEO 

on  costly  business  travel  by  making  videoconferences 
everyday  events.  Cellular  grids,  powered  by  computers, 
will  deliver  calls  to  people  wherever  they  roam.  I'he  bot- 
tom line:  higher  productivity.  Arthur  D.  Little  Inc.  figures 
the  U.  S.  could  save  $23  billion  a  year  just  by  using  com- 
munications to  replace  10%  to  20%  of  the  business  activity 
requiring  transportation. 

Building  the  information  highways  and  byways  to  make 
this  possible  will  require  hard  thinking  about  strategy  as 
well  as  a  mountain  of  cash.  Having  broken  up  AT&T, 
should  the  U.  S.  now  promote  even  fiercer  competition 
among  local  phone  companies,  long-distance  carriers,  cable 
TV  operators,  and  others  to  get  the  job  done.''  Or  should 
America  follow  the  example  set  by  France,  protecting  es- 
tablished carriers  from  competition  to  ensure  that  they 
have  enough  money  to  build  state-of-the-art  facilities.'' 

So  far,  the  competitive  approach  is  still  winning.  The 
Federal  Communications  (commission,  for  example,  clearly 
favors  letting  alternative  suppliers  slug  it  out  with  Baby 
Bells  in  selling  regional  toll  calls  and  other  services.  Says 
Chairman  Alfred  C.  Sikes:  "The  edge  honed  in  markets  is 


far  better  for  them  in  the  long  run."  Indeed,  competition  is 
improving  efficiency  by  driving  U.  S.  companies  to  search 
for  inexpensive  solutions  to  such  sticky  problems  as  widen- 
ing the  communications  pipelines  into  the  nation's  homes, 
or  even  to  such  fundamental  questions  as  how  much  fiber- 
optic cable  the  industry  will  need  to  lay. 

Take  Bell  Atlantic  Corp.  It's  testing  a  scheme  that  uses 
the  latest  data-compression  techniques  to  let  ordinary  cop- 
per phone  wires  carry  VCR-quality  video.  Bell  Atlantic  is 
still  expanding  its  fiber-optic  network.  But  until  everyone 
is  wired  for  fiber  two  or  more  decades  down  the  road, 
squeezing  additional  traffic  onto  its  copper  circuits  gives  it 
a  low-cost  way  to  expand  into  entertainment.  "I  showed 
[the  system]  to  a  bunch  of  cable  people,"  says  Bell  Atlantic 
Chairman  Raymond  W.  Smith.  "They  were  not  feeling  too 
good."  Other  local  carriers  are  working  on  the  same  con- 
cept. But  cable  is  striking  back.  Its  Cable  Laboratories  Inc. 
research  unit  in  Boulder,  Colo.,  is  working  on  ways  to  let 
cable  systems  carry  phone  traffic  inexpensively. 

Such  efforts  are  beginning  to  pay  dividends  in  new  prod- 
ucts that  already  are  hitting  the  market  in  the  U.  S.  earlier 


than  in  other  industrial  countries.  Sprint  Corp.  and  other 
U.  S.  carriers,  for  example,  are  likely  to  beat  Nippon  Tele- 
graph &  Telephone  Corp.  in  installing  the  next  generation 
of  high-capacity  switches,  even  though  Japanese  manufac- 
turers are  among  the  leading  developers  of  the  technology. 

Technology  developed  for  the  competitive  U.  S.  market 
is  getting  a  warm  welcome  abroad.  MCI  (Communications 
Corp.,  for  example,  recently  sold  its  "intelligent  network 
platform"  to  several  Canadian  carriers  for  $150  million.  A 
product  of  the  long-distance  wars  in  the  U.  S.,  MCI's  soft- 
ware will  permit  the  Canadians  to  set  up  a  version  of 
MCI's  successful  "Friends  &  Family,"  a  cut-rate  calling 
plan  that  uses  computers  to  discount  calls. 

For  a  basic  infrastructure  industry  that  relies  on  profits 
and  private  investment  to  finance  nearly  all  of  its  capital 
budgets,  $325  billion  worth  of  new  hardware  and  software 
is  a  steep  price  to  pay  to  beam  America  into  the  informa- 
tion Age.  But  the  payoff  from  such  an  effort  could  be  as 
monumental  as  from  the  one  that  thrust  America  into  the 
machine  age  so  many  years  ago. 

By  Peter  Coy  in  New  York,  with  Neil  Gross  in  Tokyo 
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MITA  introduces  something  unheard  of 


in  the  world  of  high-speed  copiers 


Competition. 


Introducing  Mita's  85-copies-per-njinute  DC-8585  copier. 


If  you  were  looking  for  a  high-speed  copier  before  now, 
you  probably  didn't  have  many  choices  ■  But  with  the  Mita 
high-productivity  DC-8585,  you  get  everything  you  associate 
with  the  best  high-speed  copiers  along  with  some  interesting 
additions  ■  Our  highly  competitive  Cost-Per-Copy  Program  is 
one  of  them  ■  So  is  our  electronic  remote  monitoring  system 
that  gives  you  fast  and  accurate  billing  ■  And  because  the 
DC-8585  also  comes  with  a  three-year  guarantee,  you  don't 
have  to  wonder  about  reliability  ■  Considering  you  get  all  this 
from  a  copier  company  that's  been  around 
for  58  years,  you  not  only  have  another 
choice,  you  have  the  right  one  ■  For  infor- 
mation on  the  DC-8585  call  1-800-858-MITA.       [the  image  specialist]' 


mita 


•THEMITADC8585IS  AVAILABLE  THROUGH 
SELECTED  MITA  DEALERSHIPS  IN  LIMITED  AREAS. 


1992  MITA  COPYSTAB  AMERICA,  INC. 


m  COURSE  DELL"S 
CHEAPER,  THEY'RE 
MADE  IN  HONG  KONG 


Limited  Time  OHer! 


Microsoft 
BALLPOINT 

MOUSE 

$175 

Suggested  Retail 
Price!     Call  for 
complete 
details. 


VISIT  US  AT: 

November  16-20,  1992 
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Theysayyoucan'tgetgoiidchili  in  HonyKoriK-  Apparently  Dell"'  ALR"  Ranger  MC486.  The  ALR  Ranger  MC486SX/20  gives 

CDulJn't  find  ,1 486^'^' ccilor  notebook  there  either.  But  just  because  you  20-MHz  i486SX^'^  power  for  only  50  dollars  more  than 

they  settled  tor  3H6SL™  power  is  no  reason  for  you      hancer'S  superior  performance     Deli'ssystem.  And  that's  just  the  beginning 

\  l^RaigerM486  Design  M 

to.  Especially  when  there's  the  American-budt  rnjl  T  '  T^ITldr  of  the  ALR  advantage. 


RANGtR'S 
EXPANDABILITY 

MR  iniluJo  v.,rKty,.f 
iiiii.m;il  fxp.inMttn  tipliuns 
Y..„tjn  pluK  in  FAX/M.idii 
m.«lule^.  Sf:SI  .la,l^t^■r^.  fv,. 
[  ilitmct  network  inttH.icts 
S.rne  Joklups  Jon't  ..Hit  rl 
niiit-li  exp.ind^ihitiry'  i)ell,( 
.l,,..rh,-t  h.m.i,  h.i^  MiM,.nc 
inHTn..lT,i,Kjemsl..t  Liki-w 
th,  ALR  R.ininr  MC4K6h.i 
n«.ll.  fnr  up  t"  16-MBof 
iiupm.ry   IVll  lui 
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RANCHER'S  BATTERY 
RECHARGE  TIMES 

TIh-  ALR  R.inBi-r  M(  AHh 
ILL  h.irjjcs  in  .ibiiiir  twu  hour.. 
wlu-rliLr  ur  not  you're  usiny  rht 
vvMem   The        t.,kes  V,,nJ 
,1  ti.ilf  hours  to  rech.irtie  with 
the  \ysteili  off  AnJyoiitiin 
pretty  much  tort^et  .iKnit 
rri  h.ift'ini,'  the  I  >ell  system 
'  liile  It's  riinninf,'  S<itnuLh  (oi 
■I  f  inii  etfiL  lenlly 


RANGER'S 
UPGRADEABILITY 

Tlie  ALR  R.inter  M(;486  is 
tiioLlul.ir   By  simply  switpptnK 
'  PL)  mixjules,  you  Liin  quiekly 
upcnJe  t.i  2').MH:  i4Hf)SX  or 
-IS6I1X'"  power  Dell.unfor- 
oiiuttely,  iloesn't  offer  .1 
nuKlukrr  iiptjr^tile  pitth,  f¥ 
'Ut^,  tllete  IS  one  WHy  to 
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BREAKING  THE  GRIDLOCK 

Lawmakers  seem  unwillini^  or  unable  to 
grapple  with  anything  more  weighty  than 
rubber  ehicken  at  a  campaign  fund-raiser. 
But  before  we  fix  America,  we  must  first 
fix  the  institutions  that  govern  it.  Here's 
how  to  refire  the  engine  of  government 

216 

LOCAL  HEROES 

From  "lacoma  to  Tampa,  out-in-front  public 
officials  and  community  leaders  arc  chal- 
lenging the  status  quo  and  remaking  the 
system.  The  benefits.'^  For  starters,  innova- 
tive schools,  safer  streets,  affordable  hous- 
ing, and  sensible  environmental  regulation 
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E  TRUST 
IN  WHOM? 

Americans  are  mad  as 
hell,  and  they  don't  want 
to  take  anymore  bum- 
bling government.  1  hey 
want  rule  by  the  public 
interest,  not  special  mter 
ests.  They  want  efficien- 
cy, not  bloated  and  md.f 

ferent  bureaucracy  I  hey 
want  direction,  not  direc- 
tives. They  want  jobs, 
ot  handouts 


RICTS  IN  WASHIMOTOM 
CHRIS  USH8R 
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BUSTING  THE  GRIDLOCK 


0 


FROM  THE  HEARTLAND, 
A  CRY  OF  DISGUST 

FED    UP   WITH   WASHINGTON,    AMERICANS   WANT   RADICAL  REFORM 


Olt's  a  conrraLliction  dccplN'  rodtcel 
in  the  mitional  psyelic:  Americans, 
steeped  in  tiie  frontier  tradition  of 
indi\  idualisni,  loxe  the  kepLibHc  but  liate 
the  {government  that  runs  it. 

Americans  want  the  f^ootlies  tliat  j^overn- 
ment  can  bring — roads  witiioiit  potholes, 
local  military  bases  {;eneratin{i  scores  of 
jobs,  a  safety  net  in  times  of  trouble,  ^  et 
they  balk  at  forking  o\er  taxes  to  pay  the 
freifj;ht.  Americans  moan  about  cormpt,  loj^;- 
rollinji;,  pettifogf^infi  politicians.  Vet,  some- 
how, millions  of  people  can't  fini,!  ^^^^ 
the  time  to  vote. 

These  days,  this  lonj^-standinti, 
lo\  e-hate  relationship  has  deteri- 
orated into  somethinf;  more  ma- 
lignant— a  deep-seated  loathing. 
The  public  seems  to  distrust  all 
politicians  and  is  determined  to 
shake  up  the  established  order, 
(loupled  w  ith  this  spreading  acid- 
burn  of  cynicism  is  rising  anxiety 
about  America's  ability  to  solve 
its  post-cold-war  domestic  prob- 
lems or  to  meet  the  challenge  of 
global  competition.  I'olls  show 
that  at  the  same  time  Americans 
are  losing  faith  in  government, 
they  are  expressing  more  fears 
about  their  long-term  economic 
future  than  at  any  time  in  post- 
war historv'.  A  recent  CBS  Nev\  s/ 
AVi"  )'o/i-  'riiiics  poll  foimd  that 
only  22%  of  Americans  believ  e 
the  next  generation  will  be  bet- 
ter off  than  their  parents. 


their  campaign  contributions  has  only  add- 
ed to  the  paralysis.  If  any  attempt  to  rein- 
\  igorate  America  and  its  economy  is  to  suc- 
ceed, shaking  up  government  v\  ill  have  to 
be  a  top  priority. 

Not  all  the  public  disgust  at  government 
stems  from  such  overarching  matters  as  the 
riuiaway  budget  deficit.  More  mmidane 
examples  of  government  excess  are  every- 
where, from  the  military's  $1,865  steel-rein- 
forced toilet  seat  covers  to  subsidies  for 
producers  of  mohair.  And  routine  encoun- 


ters v\  ith  a  rude  and  unresponsive  bureau- 
cracy can  make  the  simplest  contact  with 
government  an  exercise  in  exasperation. 

i'he  result  is  a  general  breakdown  of 
confidence  that  can  only  be  cured  if  public 
servants  once  again  become  accountable 
to  the  taxpayers  who  elected  them.  Voters 
have  had  it  w  ith  the  status  quo,  and  theyVe 
making  their  feelings  eminently  clear.  The 
anti-incumbent  backlash  is  producing  heavy 
turnover  in  (Congress,  and  voter  rage  is 
spurring  efforts  to  limit  the  terms  of  elect- 
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A  CHECKLIST  FOR 
FIXING  GOVERNMENT 


COOL  THE  MONEY  CHASEi 


Elections  cost  too  much,  and  members  of  Congress 
spend  far  too  much  of  their  time  cozying  up  to  interest 
groups  in  pursuit  of  campaign  funding.  It's  time  to  ex- 
tend the  model  of  Presidential  elections  to  House  and 
Senate  races  with  public  funding  tied  to  limits  on  over- 
all spending.  And  the  rules  must  be  enforced  by  an 
agency  that,  unlike  the  present  Federal  Election 
Commission,  has  real  teeth 


DULL  THE  INCUMBENTS'  EDGE 


Congress  too  easily  becomes  a  reelection  ma- 
chine fueled  by  tax  dollars.  It's  past  time  for 
sharp  restrictions  on  free  postage  and  a 
broad  range  of  other  perks  that  give  in- 
cumbents a  big  leg  up 


STREAMLINE  CONGRESS 


MOHAIR  SUBSIDIES,  l  he  wide- 

spieati  ilisenchantment  v\  ith  gov- 
ernment is  well-placed,  i'lie  bill 
is  finally  coming  due  for  a  decaile- 
plus  of  fiscal  recklessness,  of  fail- 
ing to  level  with  the  voters  .ibout 
the  need  to  raise  taxes  and  cut 
spending  on  popular  programs, 
i'olitical  leaders  stand  frozen  in 
the  face  of  mounting  social  and 
economic  problems  government 
simply  doesn't  have  the  monev 
io  address.  And  the  corrosive  in- 
•Inence  of  special  interests  and 


Capitol  Hill  has  become  a  labyrinth  in  which 
good  legislative  intentions  frequently  disap- 
pear without  a  trace.  The  army  of 37,000  aides 
and  functionaries  should  be  cut  way  hack. 
The  House  should  hack  away  at  the  jungle  of 
committees  and  subcommittees  with  overlapping 
jurisdictions  that  often  serve  to  strangle  legislation. 
And  the  Senate  should  overhaul  rules  that  give  too 
much  power  to  the  minority,  often  resulting  in  legisla 
tive  paralysis 


MAKE  THE  BUREAUCRATS  COMPETE 


Wherever  possible,  companies  should  be  allowed 
against  the  government  to  provide  public  sei-vices 
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)fficials.  Alienated  froni  the  major  |xu- 
,  a  steaming  throrif^  lined  up  iielinui 
est  eandidates  sueli  as  Ross  Perot, 
'hile  state  and  loeal  oftleials  have  felt 
v\  rath  ot  the  [niiilie,  the  harsliest  anj^er 
metl  at  Washington.  In  a  reeent  I  lar- 
'oli,        of  respondents  t'elt  the  ethical 

moral  standards  ot  (^on^ress  were 
or"  or  "fair."  The  e.\eeiiti\e  l)ranch 
.1  little  better.  Some  70%  ^ave  the  Bush 
ninistration  a  low  rating  on  etiiies. 
/'hat's  more,  12  years  of  Republican-led 
^rnment-bashinf^  has  produced  clouds 
hetoric — but  little  improvement.  Ro- 
i  Reaf^an  liked  to  say:  "(jovernment  is 
the  solution;  f^overnment  is  the  [irob- 
."  Increasinf^ly,  thoufj;h,  it  seems  clear 

what  voters  want  isn't  an  eviscerated 
ernment  but  a  clean,  effective  ort^an- 
ion  that  tackles  real  problems. 

i  AND  SMART.  The  tact  is,  we  need  gov- 
ment  as  badly  today  as  we  ever  did. 
e  and  federal  government  first  began 
anding  their  powers  in  the  early  19th 
tury  to  facilitate  building  the  roads,  rail- 
's, canals,  and  -.chools  that  the  young 
on  needed  to  reach  its  vast  eco- 
lic  potential.  In  today's  era  of 


instantaneous  lomniunica- 
tioiis  anil  multinationals  \y- 
ing  in  the  global  market- 
place, the  game  of  economic 
expansion  is  a  faster  one. 
And  Washington  must  help 
the  country  maintain  its 
p()v\er  and  speed,  japan  inc. 
and  Super  (Jermanv,  the 
megacompetitors  that  arc 
challenging  the  I '.  S.,  do  not 
tlinch  from  national  econom- 
ic strategies  that  encompass 
education  and  training,  labor 
relations,  research,  and  ex- 
port ilecisions. 

If  Washington  can't — or 
won't — stop  playing  the 
lumbering  behemoth  ob- 
sessed with  partisan  games, 
the  I '.  S.'s  superpower  status 
will  soon  be  in  jeopardy, 
around  the  globe  and  ready  the  nation  for 
the  21st  eentuiA,  America  needs  a  govern- 
ment that  is  lean  aiul  smart.  But 
how  do  we  get  there  frt)m  here.' 
A  good  place  to  start  is  breaking 
the  hcadlock  of  the  special  interests. 
I  heir  campaign  contributions  buv  ac- 


Ronald  Rca<i;an 
liked  to  say: 
"Cjovcmmcnt  is 
the  problem." 
But  what  most 
voters  want  is  a 
elean,  effeetive 
<2;overnment 
that  taekles 
problems 

'()  com|iete 


cess — and  that  allows  them  to 
shape  legislation  to  their  ben- 
efit. The  system  is  a  boon  to 
officeholders,  incumbents  re- 
ceive 92%  of  corporate  politi- 
cal-action-committee gifts  and 
more  than  three-fourths  of  la- 
bor VM  .  money.  With  politi- 
cians reiving  increasingly  on 
Big  Business  and  Big  l,abor 
to  finance  the  ever-growing 
cost  of  elections,  the  jiublic 
loses — antl  knows  ir.  Three 
out  ot  tour  Americans  sur- 
veved  i)v  (jordon  S.  Black 
dorp.,  a  polling  firm,  agreed 
that  "(longress  is  largely 
owned  by  the  special-interest 
groups." 

It's  often  to  the  advantage 
of  those  groups  to  prevent 
aiiv  thing  from  haiipening,  and  that  has  con- 
tributed greatlv  to  the  gridlock  on  ( lapitol 
Mill.  Says  Representative  David  l>.  1  lob- 
son  (R-()hio):  "We've  forgotten  that  our 
job  is  to  govern,  not  fight,  not  dream  up 
ways  to  put  one  another  on  the  spot."  \\  ith 
pols  more  concerned  about  the  next  elec- 
tion than  the  next  generation,  (longress 
and  the  White  House  continue  to  mort- 
gage the  future  to  pay  for  the  present. 

The  paralyzing  effects  of  special-inter- 
est power  might  be  overcome  bv  the  strong 
hand  of  leadership.  But  politicians  w  illing  to 
take  risks  for  the  national  good  have  be- 
come as  scarce  as  the  spotteel  ow  1.  ( iase  in 
(loint:  the  deficit.  Washington's  failure  to 
contain  the  $/)()()  billion-plus  embarrass- 
ment remains  the  most  glaring  example  of 
political  cravenness.  The  campaigns  of 
fieorge  Bush  and  Bill  (llinton  studiously 
avoided  deficit-cutting  options  for  fear  that 
voters  might  rebel  at  the  pain  involved. 

PERVERSE  RESULTS.  On  the  I  nil.  would-be 

leaders  are  about  as  commanding  as  Mis- 
ter Rogers.  A  senes  of  reforms  designed  to 
democratize  Congress  has  instead  helped 
produce  a  dysfunctional  legislature.  The 
princes  of  the  Democratic  I'art\  ,  w  hich  con- 
trols (]ongress,  seem  unable  to  end  the 
squabbling  among  the  barons  w  ho  run  the 
I  nil's  myriad  committees.  W  ith  power  dif- 
fused, the  lawmaking  process  takes  forev- 
er— and  then  often  delivers  perverse  re- 
sults. ( ionsider  the  I  ,os  Angeles  riots: 
.Months  after  .South  ( ientral  I .\.  burned,  a 
$10  billion  long-term  urban-aid  package 
s|ient  months  mired  in  partisan  recrimina- 
tions. But  (Congress  fi)und  time  to  O.  K. 
$,\2  million  tor  a  ( lenter  of  I'oultrv  f'xcel- 
lence  in  ,\rkansas. 

The  I'Wl  banking  bill  tvpified  a  process 
run  amok.  Nearly  everv'  expert  agrees  that 
Depression-era  regulations  hobble  the  I  .  S. 
financial  system.  But  a  proposed  ov  erhaul, 
a  decade  in  the  making,  got  caught  be- 
tween the  confiicting  interests  of  securities 
(.lealers,  monev -center  banks,  and  smaller 
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banks.  The  bill  then  was 
chewed  up  in  a  turf  war  be- 
tween two  House  commit- 
tees. The  resulting  mess,  the 
Federal  Deposit  Insurance 
Corp.  Improvement  Act, 
made  a  bad  situation  worse: 
It  loaded  banks  up  with  new 
regulatory  burdens  but  failed 
to  grant  them  new  powers. 

Other  than  watching  elect- 
ed officials  squabble  like  sec- 
ond-graders in  a  schoolyard, 
the  sole  contact  many  Amer- 
icans have  with  their  govern- 
ment is  through  an  often 
hostile  bureaucracy.  Evcry^ 
taxpayer  has  a  horror  stop.-. 
Tasks  as  mundane  as  renew- 
ing a  driver's  license  or  get- 
ting a  passport  become  night- 
mares of  long  lines, 
nonsensical  rules,  and  surly 
clerks. 

LOGIC-FREE  ZONE.  Cjovern- 
ment  does  no  better  as  a 
buyer  than  as  a  provider  of 
services.  The  Pentagon 
needs  20  pages  of  stultifying 
detail  to  lay  out  specifications 
for  hand  towels,  underwear, 
and  hot  chocolate.  Nonethe- 
less, contractors  regularly  bill 
Uncle  Sam  for  huge  cost 
overruns  and  deliver  shoddy 
goods.  "There  ought  to  be  a 
sign  around  the  Beltway  that 
says:  'Entering  a  Logic-Free 
Zone,' "  says  Thomas  A. 
Schatz,  president  of  Citizens 
Against  Government  Waste. 

For  all  of  Washington's  mind-bending 
woes,  the  federal  government  has  enor- 
mous advantages:  When  it  wants  to  spend 
money  it  doesn't  have,  it  can  push  the  bill 
off  onto  future  generations.  Or  it  can  lay  a 
lot  of  problems — especially  those  involv- 
ing social  services — off  on  the  states.  In 
the  past  decade,  the  feds  have  commanded 
the  states  to  expand  medicaid  co\  erage  and 
to  prox  idc  specialized  programs  for  handi- 
capped children — without  providing  re- 
sources to  pay  for  such  ser\'ices. 

Governors  have  responded  with  the 
biggest  explosion  of  state  tax  hikes  in  his- 
top.':  $1S  billion  in  1991.  In  C>alifornia,  the 
deadlock  between  a  Republican  governor 
and  a  Democratic  legislature 
left  the  state  without  a  bud- 
get for  two  months,  unable 
to  pay  its  bills.  I^ocal  govern- 
ments, burdened  by  federal 
mandates,  soaring  health-care 
bills,  and  demands  for 
stepped-up  law-enforcement 
and  longer  prison  terms,  have 


CAPITOL  LOBBY  The  intic/iiiiciy  of  goveniDicnl  /s  iiiainpid- 
ated  l/y  special  iiiten'sts  that  often  find  stah-mates  to  their  advantage 


outraged  citizens  by  upping  taxes  even  as 
they  slashed  spending  for  schools,  librar- 
ies, and  social  programs. 

Fmstration  with  government  ineptitude 
has  spurred  the  grass-roots  drive  to  limit 
terms  of  state  and  local  officeholders.  And 
at  the  federal  level,  voters  are  enforcing 
their  own  sort  of  term  limitation  by  uncer- 
emoniously dumping  scores  of  lawmakers. 
Among  those  purged  in  primaries:  Repre- 
sentative Guy  Vander  Jagt  (R-Mich.),  the 
top  man  at  the  GOP's  House  campaign 
committee;  .Senator  .Man  J.  Dixon  (D-Ill.), 
a  back-room  pol  known  as  "Al  the  Pal"; 
and  House  Republican  Policy  Committee 
Chairman  Mickey  P^dwards  (Okla.),  who 
was  tarred  in  the  House  Bank  scandal.  In 


''Contraw  to  perception,  most  congress- 
men are  bright  and  talented,"  but  they 
can't  deal  with  national  problems  because 
rhev  have  to  run  for  office — vear-round 


addition,  able  legislators  such 
as  Senator  Warren  Rudman 
(R-N.  H.)  and  Representa- 
tive Matthew  McHugh  (D- 
\.  Y. ),  frustrated  by  stagna- 
tion on  Capitol  Hill  and 
Beltway  backbiting,  have  giv- 
en up  their  seats. 

It's  clear  the  public  has 
had  enough,  too.  In  a  recent 
CBS  News  Poll,  51%  of  those 
surveyed  believed  funda- 
mental changes  were  need- 
ed in  the  system  of  govern- 
ment and  politics,  while  an 
additional  34%  said  the  po- 
litical system  should  be  com- 
pletely rebuilt.  "The  coun- 
trv'  is  ready  for  revolutionary 
new  concepts,"  says  Harold 
J.  "Tex"  Lezar,  a  former  as- 
sistant attorney  general  in  the 
Reagan  Administration. 

Government's  problems 
are  massive  and  pervasive, 
but  they  are  not  insoluble. 
While  there  are  no  magic 
bullets,  a  determined  attack 
on  the  causes  of  govern- 
ment's woes  can  return  de- 
mocracy to  the  people.  Some 
crucial  steps: 

COOL  THE  MONEY  CHASE.  As 

the  cost  of  seeking  office  has 
skyrocketed,  legislators  have 
been  forced  to  spend  most  of 
their  time  raising  money. 
"Contrary  to  perception,  con- 
gressmen are  by  and  large 
enomiously  bright  and  talent- 
ed," says  John  P.  Oegan,  president  of  the 
U.  S.  Business  &;  Industrial  Council.  "But 
they're  wholly  unable  to  deal  with  our  na- 
tional problems  because  their  job  in  life  is 
to  run  for  office — year-round." 

The  best  way  to  reduce  the  corrupting 
influence  of  money  would  be  to  limit  the 
amount  of  cash  spent  and  raised  in  cam- 
paigns. However,  the  U.  S.  Supreme  Court 
has  ruled  that  campaign  spending  is  con- 
stitutionally protected  free  speech.  That 
means  congressional  campaign  spending 
can  be  capped  only  by  extending  the  Pres- 
idential model:  Candidates  should  be  of- 
fered public  financing  in  exchange  for  vol- 
untary limits  on  outlays.  Once  an 
office-seeker  raises  enough  private  money 
to  reach  a  threshold,  the  gov- 
ernment funding  would  kick 
in.  Under  a  proposal  drafted 
by  Senate  Majority  Leader 
George. I.  MitchelKD-Me.), 
candidates  would  qualify  for 
matching  funds  by  winning 
a  primars'  and  by  raising 
$2.S0,000  or  10%  of  the  gen- 
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HOW  TO  SURVIVE  IN  A  CHANGING  ECONOMY 
AS  REVEALED  BY  GUMBY 


Lower  overhead, 
higher  profits. 

CALL 
1-800-225-TEMP  / 


Upturns,  downturns,  recessions,  depressions,  sudden 
recoveries,  and  slumps.  Companies  that  can't  bend  with 
change  are  companies  that  can't  survive  it 
Olsten  has  the  solution:  flexibility 
With  Olsten's  Flexible  Workforce 
you  can  reduce  overhead  and 
improve  efficiency  by  utilizing  people 
only  when  you  need  them.  During 
slower  periods,  maintain  a  core 
staff  of  full-time  workers. 
During  peak  periods,  supplement  that  staff  with  Olsten 
temporary  workers.  Your  staff  works  more  efficiently.  More 
productively.  And  your  company  sustains  its  competitive  edge 
So  make  Olsten  your  partner  for  the  future.  Olsten  can  supply 
you  with  the  innovative  thinking  and 
long-term  planning  that  make  a  company 
more  resilient.  Because  in  business  today. 


to  be  tough  you  have  to  be  flexible. 
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GOVERNMENT      FOR     THE  PEOPLE! 


eral-election  ceiling,  which- 
ever is  less.  The  government 
would  then  provide  vouch- 
ers to  buy  television  time 
equal  to  20%  of  the  spend- 
ing ceiling,  plus  discounted 
postal  and  broadcast  rates. 

Unless  carefully  designed, 
any  system  of  public  financ- 
ing risks  giving  incumbents 
an  even  stronger  hold  on  of- 
fice. But  the  potential  ben- 
efits are  great:  a  reduction  in 
the  role  of  interest  groups,  a 
more  level  playing  field  for 
challengers,  and  more  time 
for  legislators  to  craft  laws  in- 
stead of  hustling  donations. 

At  the  same  time,  the 
Federal  Klection  Commis- 
sion, the  toothless,  yapping 
(Chihuahua  that  polices  the 
current  system,  must  be  re- 
placed by  an  agency  with  a  real  bite.  Fla- 
grant flouting  of  campaign  contribution  lim- 
its should  carry  criminal  sanctions  instead  of 
token  fines. 

DULL  THE  INCUMBENTS'  EDGE.  As  the  nation 
moves  toward  public  funding  f>f  elections. 


While  business 
has  retrenched, 
government  has 
kept  right  on 
growing: 
18.6  million 
Americans  now 
work  in 


congressional  franking  privi- 
leges by  limiting  such  mail  to 
responses  to  the  queries  of 
constituents. 


government- 
more  than  in 
manufacturing 


STREAMLINE  CONGRESS.  No- 

where  has  bureaucracy  grown 
as  lush  as  on  Capitol  Hill. 
Some  37,000  aides  and  func- 
tionaries serve  the  House  and 
Senate — an  average  of  69  per 
legislator.  The  number  of 
staff  members  has  nearly  trip- 
led since  1960.  Worse,  the 
proliferation  of  committees 
and  subcommittees  has 
spawned  fiefdoms  that  en- 
snare the  odd  bit  of  serious 
legislation.  Organized  inter- 
ests find  it  easy  to  block 
changes  by  playing  on  these 
jurisdictional  divisions. 
The  solution:  The  House 
should  hack  away  at  its  roster  of  300  com- 
mittees and  subcommittees.  A  proposal  by 
Senator  David  L.  Boren  (D-Okla.)  and 
Representative  Willis  D.  Gradison  Jr.  (R- 
Ohio)  would  cut  in  half  the  number  of  Hill 
panels. 

And  Congress  shouldn't  stop  there.  Both 


BUREAUCRACY  FROM  HELL  'fash  as  niimdanc  as  mir^iiig  a  license  or  getting  a 
passport  become  nightmares  of  long  lines,  nonsensical  rules,  and  surly  clerks 


it  should  also  yank  some  of  the  adv  antages 
that  incumbents  grant  themselves,  includ- 
ing the  publicly  underwritten  studios  law- 
makers use  to  beam  their  messages  tf)  local 
lA'  stations.  Taxpayers  provide  free  p(jstage 
for  ma.ss  mailings,  as  well  as  computer-gen- 
erated letters — actually  little  more  than 
campaign  literature — targeted  to  individu- 
al \  oters.  The  solution:  Force  campaigns 
to  pav  for  using  the  T\'  studios  and  slash 


houses  should  slash  personal  staffs  and 
personnel  of  the  sun  iving  committees  by  a 
third. 

To  break  up  legislative  logjams,  the  lead- 
ership should  sharply  limit  the  referral  of 
bills  to  multiple  committees,  allowing  a  sin- 
gle panel  to  move  a  measure  to  the  House 
or  .Senate  floor  for  action.  These  changes 
will  make  Congress  more  efficient — and 
save  taxpayers  money. 


CUT  THE  FAT.  In  the  past  two  decades,  while 
Corporate  America  has  cut  costs  and  re- 
trenched, government  has  kept  growing. 
A  total  of  18.6  million  .\mericans  now  work 
in  government — more  than  in  manufactur- 
ing. The  price  is  high:  Federal,  state,  and 
local  ta.xes  absorb  about  34%  of  gross  do- 
mestic product. 

Politicians  must  stop  viewing  govern- 
ment as  a  jobs  program.  Managers  must  be 
given  the  power  to  reward  good  performers 
and  get  rid  of  sluggards.  While  public  em- 
ployees need  protection,  especially  from 
undue  political  influence,  the  current  sys- 
tem makes  termination  so  difficult  and 
time-consuming  that  few  supervisors  are 
willing  to  try.  And  nonexistent  or  tightly 
circumscribed  merit  systems  make  it  hard 
to  provide  incentives  for  the  standouts.  As 
in  the  private  sector,  positions  that  don't 
make  sense  should  be  eliminated  whole- 
sale. Says  Representative  Robert  E.  An- 
drews (D-N.  J.):  "The  most  frightening 
questions  you  can  ask  a  federal  witness  at  a 
hearing  are:  'What  do  you  do?  If  you  did 
not  come  to  work  for  the  next  60  days, 
what  would  happen.''' " 

Government — particularly  Washington — 
must  accept  that  there  are  limits  to  what 
It  I  \\\  iccomplish.  Our  leaders  need  to  work 
out  some  intelligent  swaps 
of  state  and  federal  respon- 
sibilities. George  Mason 
University  economist  Alice 
Rivlin,  former  director  of 
the  Congressional  Budget 
Office,  estimates  that  Un- 
cle Sam  could  save  $75  bil- 
lion a  year  by  transferring 
some  functions  to  the 
states.  "We  need  bottom- 
up  community  efforts," 
Rivlin  says.  "They  require 
experimentation  and  adap- 
tation to  local  and  regional 
conditions,  and  that  can 
only  come  from  the  state 
and  local  level,  not  Wash- 
ington." Among  the  pro- 
grams Rivlin  would  shift  to 
local  governments:  educa- 
tion, job  training,  economic 
development,  transporta- 
tion, housing,  and  social 
services.  And  the  respon- 
sibility of  the  states  would 
become  complete:  They 
would  have  to  find  their  own  financing, 
but  they  would  also  be  freed  of  the  crush 
of  federal  mandates,  eligibility  require- 
ments, and  regulations  that  drive  costs  up 
and  limit  the  flexibility  of  states. 

Programs  must  be  judged  on  how  well 
their  missions  are  accomplished,  not  on 
whether  employees  filled  out  the  proper 
forms.  Sunnyvale,  Calif,  has  found  that 
such  a  performance-based  approach  has 
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SI  liG 
PI 


■e  you  can  even  tliink  ol  opening  a  bu^sines.s  or  a  plant  in 

una,  you  inigkt  iiave  to  overcome  some  misperceptions 

tke  state— images  skaped  ky  tke  jnedia 

lytlis  akout  tlie  iSou  til.  If  tliat's 

^e,  tke  first  tking  we  want 

3  open  is  your  mmd . 

use  only  tken  will  your 

)e  open  to  all  tkat 

una  kas  to  offer. 

sponding  to  tke  jokes 

about  Alak  ama 

keing  years 

kekind,  Ray 

Ro  sew  all 

says,  Tkat  s 

,  aksolutely  not  tke 
■nJs  have  -«  r   i  .1  .  11  . 

, 'When  you  case.  JVlobile,  especially,  is 

the  plane,  (  J  J  •  1  ■ 

r  very  lorward-tliinkine  in 

I  set  your  1  O 

ch  hach^       attracting  new  kusiness,  very 
/ears :  ^ 

Rosc'an.        open  to  ckange.    He  adds, 

/ice  PresiAeni,    tir-rn         .       .  1  C 

S,  Mohilc  1  lie  city  is  mucJi  more  ol  a 

ig  pot  of  people  tkan  I  expected . 
zemiiig  tke  lakor  lorce,  Ray  says, 
ey  re  very  kard-working;  you  just  don  t  lind  workers  in 
;st  of  tke  country  wko  take  so  muck  pnde  in  tkeir 
npliskments.  As  for  prolessionals,  we  kave  lound  many 
t  engineers  from  tke  state  s  universities . 
im  and  Pat  Lant^an  didn  t  really  expect  to  move  to 


Al  akiuna  wken  tk 


ley  came  keie  lor  Tun  s  interview  witli  tke 
Alakama  iSliakespeare  FestiviJ  in  Al^ontgoniery.    But  we 

saw  tke  kest  production  of  Ckekkov  ever,  and  made 
up  our  minds  to  come  liere  at  intennis- 
sion ,    Tiin  says .    AV^e  lelt  diat 
working  widi  a  tkeater  diat  draws 
an  audience  from  all  over  tke 
nation,  even      loreitjn  countries, 
would  ke  ;in  excellent 
opportunity.  And  I'  ve  never 
seen  suck  strong  community 
support  for  a  dieater.  Tlie 
Luigans,  wko  kave  a  six- 
year-old  son  and  a  i(>- 
year-old  daugliter,  say 
tkat  tke  move  trom  Rliode 
Island  to  Alakama  lias 

ven  us  our  family  kack. . 
tke  famdy 


unit  IS  more 
to^jetker  kere,  and 
people  know  liow  to 
relax  and  enjoy  diemselves. 

W^ken  considering;  a  location  for  a 
new  plant  or  kusiness,  don  t  close  your 
min  d  to  Alak  ama.  Because  a  closer 
look  at  us  could  kioaden  your  mind. 
And  your  possikdities . 


We  expecteJ 
Shakespeare  to 
he  perfonneA  with  a 
Southern  accent! 

Tin:  Ijatigim, 
Mmnuvui.]  nirector 
Tltc  jUaninta  Smikespoare 
I'csliviil,  i^hniUh'nwni 


aha 


\\m\m\ 


Isn't  Where  Y  o     u  T    ft     i    n  li 


I  s 


information,  contact  tke  Economic  Development  Partnership  ol  Alabama:  P.O.  Box  2b^i,  Birmingiiam,  Alatama  SSagi-oooi;  20.';  ■2^o--i-i-2G 
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slashed  its  cost  of  provid- 
in.ij;  sci\  ices  b\'  209;?  since 
19.S5.  "'I'lie  result  is  bet- 
ter-(iualirs'  service  at  low- 
er cost,"  says  Joiin  K. 
Mercer,  the  former  may- 
or. 1  le's  not  just  boasting. 
More  than  W/r  of  Sunny- 
vale residents  rated  city 
services  "f;ood  "  or  "excel- 
lent" in  a  recent  survey. 

GET  THE  BEST.  A  fust  rate 
^o\  ernment  needs  a  top- 
tlif^ht  work  force,  linlike 
their  European  counter- 
parts, II.  S.  fast-traekers 
regard  an  elite  career  in 
government  as  a  contra- 
diction in  terms.  A  recent 
survey  found  that  only 
5%  of  Americans  would  like  a  government 
career,  while  only  13%  of  federal  employ- 
ees would  recommend  the  civil  serv  ice  to 
others. 

(iovernment  has  difficulrs'  attracting  top- 
quality  managers — and  not  just  because 
the  pay  is  lower  than  in  the  private  sector. 
Well-meaning  ethics  laws  force  would-be 
public  sen  ants  to  sacrifice  financial  secur- 
ity in  the  name  of  rigitl,  conflict-of-inter- 


est stipulations.  Such  laws  retjuire  top  gov- 
ernment employees  to  sell  off  assets  that 
give  even  the  appearance  of  a  conflict.  Oth- 
er assets  must  be  put  in  a  blind  trust.  Un- 
reasonable ethical  restrictions,  particularly 
those  that  invade  officials"  right  to  finan- 
cial privacy,  should  be  relaxed.  But  gov- 
ernment should  retain  "revok  ing  door" 
rules  that  keep  unprincipled  ex-bureau- 
crats from  trading  on  their  know  ledge  in 


the  private  sector,  often 
by  working  for  business- 
es they  once  regulated. 

ENCOURAGE  COMPETITION. 

(iovernment  wastes  mil- 
lions by  doing  things  it- 
self— from  picking  up 
trash  to  running  schools — 
that  could  be  done  far 
more  efficiently  by  the 
private  sector.  Whenever 
possible,  companies 
should  be  allowed  to  bid 
against  the  government  to 
prov  ide  services.  In  Phoe- 
nix, all  public-works  func- 
tions are  open  to  compet- 
itive bids  from  the  private 
sector.  The  competition 
benefits  the  bureaucracy 
by  rewarding  efficiency.  West  Hartford, 
Conn.,  has  won  raves  for  hiring  private  con- 
tractors to  run  a  slew  of  city  services — in- 
cluding clerical  administration  of  town  hall, 
leaf  collection,  and  the  operation  of  the 
municipal  swimming  pof)l  and  cemetary. 
"If  we  can  provide  a  service  efficiently, 
we'll  do  it,"  declares  Town  Manager  Barry 
.M.  I'cldman.  "If  we  can't,  we'll  allow  a  pri- 
vate company  to  handle  it." 


The  Rocket. 


POWERED  BY  Flyiiig  througli  graphics  and  other  data  intensive  applicafions  at  industry  lead- 
MOTOROLA  j,.,-^  speeds,  the  Hewlett-Packard  Apollo  Series  700  Workstation  is  truly  a  rocket. 
And  with  prices  starring  at  $4,990,  it's  truly  a  bargain,  too. 
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lot  every  experiment  has 
c  so  swimminf^ly.  Take 
vsaclnisctts,  where  a  state 
)n  cited  "^ross  inadcciua- 
"  in  the  care  f^iveii  by  an 
■of-state  company  under 
i2  million  contract  to  pro- 
;  health  care  to  the 
e's  prison  system.  But 
pitc  occasional  lapses, 
ipetition  will  save  mon- 
md  should  improve  the 
lity  of  many  government 
'ices. 

1  addition,  public-sector 
:iloyces  who  act  like  en- 
)reneurs  should  be  f^iven 
re  incentives.  Slashing 
ir  budgets  if  they  trim 
ts  or  raise  revenues  is 
Jly  the  right  way  to  re- 
d  good  behavior.  Manag- 
should  even  be  allowed 
Lim  public  enterprises  into  profit-making 
ities. 

"hat's  what  the  Milwaukee  Metropolitan 
k-erage  Distric  has  done  for  years,  de- 
aping  a  tidy  business  by  converting 
XX)  tons  of  sewage  sludge  into  $7.5  mil- 
1  worth  of  marketable  fertilizer  each 
r.  Or  take  Phoenix.  The  city  sells  the 
thane  gas  generated  by  its  waste-water 
itment  plant  to  neighboring  Mesa. 


Under  the 
Concord 
Coalition's  plan, 
every 

candidate  for 
federal  office 
would  have  to 
pledge  to 
halve  the 
deficit  in  four 
years,  or  retire 


INSIST  ON  ACCOUNTABILITY. 

Without  real  leadership,  none 
of  these  well-meaning  refomis 
will  transform  government. 
And  cracking  down  on  hap- 
less bureaucrats  won't  help 
much  either,  unless  those 
with  the  real  power — elected 
officials — are  hekl  directly  re- 
sponsible. The  (]oncord  (x)- 
alition,  a  group  founded  by  re- 
tiring Senator  Rudman, 
former  .Senator  Paul  K.  Pson- 
gas  (D-Mass.),  and  investment 
banker  and  former  (Commerce 
Secretary  Peter  G.  Peterson, 
is  pushing  a  novel  way  to  do 
just  that.  Under  their  plan, 
ever\'  candiilate  for  federal  of- 
fice would  pledge  to  halve  the 
deficit  in  four  years — or  retire. 
'Phere's  no  way  to  make  such 
oaths  binding,  of  course.  But 
as  George  Bush  learned  after  he  went  back 
on  his  "no  new  taxes"  vow,  voters  remem- 
ber— and  may  well  punish — politicians  who 
break  their  promises.  'Phc  deficit,  of  course, 
is  not  the  only  problem  facing  the  federal 
government,  but  it  encompasses  most  of 
what  the  go\  emment  does — and  progress  is 
easily  quantified. 

It's  no  easy  business,  this  task  of  rein- 
venting government.  But  it's  a  job  that 


must  be  undertaken,  nonetheless.  BILSI- 
NKSS  WKKK's  proposals  would  make  it 
easier  for  leaders  to  lead,  would  reduce  spe- 
cial interests'  stranglehold  on  legislation, 
and  would  encourage  new  blood  to  enter 
public  service. 

\'ct  these  changes  can  come  about  only 
if  the  public  demonstrates  a  new  clarity 
about  what  it  wants  from  government  and 
a  new  maturity  about  what  it  is  willing  to 
pay  for.  "It  will  take  a  reccjgnition  from  the 
American  people  that  they  can't  have  it 
all,"  says  reformer  Schat/,  of  (]itizens 
Against  (iovernment  Waste.  "You  can't 
have  a  government  that  does  everything 
without  paying  for  it." 

In  the  fall  of  IW2,  citizens  are  loudly 
banging  the  drum  for  change,  and  the 
clamor  is  being  heard  on  (Capitol  Hill.  Re- 
tiring Representative  Vin  Weber  (R-\Iinn.) 
belongs  to  a  growing  group  of  lawmakers 
who  believe  that  a  public  up  to  its  keister 
with  business-as-usual  will  make  true  re- 
form a  reality.  "We  have  entered  a  radical 
political  era,"  he  says.  "A  lot  of  things  that 
were  previously  unthinkable  are  thinkable.  " 
As  revulsion  to  greed  and  gridlock  grows, 
the  voice  of  the  people  can  no  longer  be 
ignored. 

Ry  Richard  S.  Diin/u/m,  mth  Pi/iih/  Dmyt-r 
(iiid  Doiiiih/s  Hmhralit,  in  W't/shi Hilton:  Da- 
vid Ross  ill  West  Haitjord.  Conn.:  and  bumiii 
nfoits 
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The  Booster. 

The  Hewlett-Packard  workstation  gets  a  tremendous  performance  boost  from  Motorola's 
256K  BiCMOS  Fast  Stahc  RAMs,  which  shuttle  data  through  the  system  at  warp  speeds.  From 
computers  to  cameras,  the  world's  most  innovative  products  are  powered  by  Motorola. 

(M)  MOTOROLA 

Microprocessor  and  Memory  Technologies  Group 
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PROGRAMS  THAT  WORK 


LOCAL  HEROES 
MAKING  A  DIFFERENCE 


MEET    SIX    INNOVATORS    SHAKING    UP    THE    SYSTEM    FROM    THE  INSIDE 


* 


Gall  them  government  entrepreneurs,  searching  for  ways  to  rein- 
vent  government — and  in  the  process,  shaking  up  accepted  no- 
tions of  public-sector  performance  and  public  service.  From  Tacoma  to 
Tampa,  grass-roots  efforts  are  challenging  hidebound  bureaucracies  with 
competition,  cutting  red  tape,  bringing  efficiency  and  profitability  into 
state  and  local  agencies,  and  empowering  citizens  to  make  their  streets 
safe  and  government  work  better.  Here  are  six  savvy  public  servants 
who  are  making  a  difference  by  coming  up  with  bold,  innovative  ways 
of  doing  business  in  the  public  sector.  The  god\?  \  o  transform  programs 
with  new  ideas  of  what  is  possible — and  new  ways  of  getting  there. 


IMPROVING  SCHOOLS.  Kmbcr  D.  Reichgott 
made  her  first  buck  at  age  15,  peddling  rac- 
coon-resistant garbage  can  lids.  Today, 
State  Senator  Reichgott,  Democratic  Whip 
of  the  Minnesota  Assembly,  has  a  much 
tougher  sell:  an  experimental — and  contro- 
versial— school-choice  program. 

There  is  nothing  in  Reichgott's  resume 
to  suggest  that  she  would  become  an  edu- 
cational reformer.  The  daughter  of  a  dia- 
mond salesman  and  a  department-store 
buyer,  the  39-year-old  legislator  attributes 
her  interest  in  school  choice  to  two  high 
school  teachers  who  inspired  her  to  stretch 
the  limits  of  knowledge.  "Lots  of  good 
teachers  have  felt  constrained  by  the  sys- 
tem," she  says.  So  when  she  entered  poli- 
tics, Reichgott  decided  to  provide  new 
ways  for  teachers  to  be  creative. 

That  she's  doing.  Reichgott  drafted  and 
pushed  through  the  legislature  a  new  law 
that  enables  citizens,  groups,  or  entire  com- 
munities to  incorporate  their  own  schools 
to  meet  special  needs.  To  form  a  charter 
school,  which  can  either  be  a  startup  or  a 
conversion  of  an  existing  school,  one  or 
more  teachers  must  apply  for  and  receive 
backing  from  a  local  school  board.  (Charter 
schools  must  also  be  state-approved  and 
receive  state  funding,  but  the  schof)rs  spon- 
sors are  solely  responsible  for  selecting  the 
curriculum  and  student  body.  .Schcxtl-choice 
reformers  call  it  one  of  the  most  inno\  a- 
tive  experiments  in  the  nation.  (California 


recently  approved  a  pilot  program  modeled 
after  Minnesota's  that  provides  for  up  to 
100  such  schools. 

The  first  school  to  open,  (]it\-  Academy 
in  St.  Paul,  aims  at  students  who  are  con- 
sidered drop-out  risks.  Another  proposal 


EMBER 
REICHGOTT 


would  keep  open  a  financially  strapped  mr- 
al  school  in  northern  Minnesota  that  had 
been  marked  for  elimination  by  a  consoli- 
dation plan. 

The  Reichgott  experiment  with  school 
choice  has  sparked  a  furor  from  the  get-go. 
She  stood  firm  when  stxite  teachers'  unions 
demanded  that  they  be  designated  as  the 
bargaining  agents  and  kept  charter  schools 
exempt  from  collective  bargaining.  After 
Reichgott  compromised  by  having  at  least 
one  certified  teacher  originate  all  charter 
applications  and  giving  local  school  boards 
final  approval,  the  teachers  grudgingly 
dropped  their  opposition. 

Potential  competition  from  charter 
schools  already  is  making  traditional  schools 
adapt.  "The  charter  schools  have  created 
the  leverage  to  make  changes,"  says  Ted 
Kolderie  of  Minnesota's  Center  for  Policy 
Studies.  "The  objective  is  not  to  have  eve- 
ry child  go  to  a  charter  school.  You  want 
districts  to  implement  changes  within  their 
normal  structure." 

Reichgott  sees  a  parallel  with  another 
law  she  shepherded  through  the  state  leg- 


School-choice 
reformers  are  /lailinjj^ 

a  law  Reichgott 
drafted  and  pushed 
through  Minnesota  s 
legislature.  The  law 
allows  citizens, 
groups,  or  entire 
communities  to  form 
their  own  schools  to 
meet  their  special 
needs 
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islanire  that  allows  students  to  attend  any 
public  school  in  the  state.  Fewer  than  1% 
of  pupils  have  taken  advanta^^e  of  the  law, 
biit  many  schools  have  improved  their  cur- 
riculiims  in  order  to  keep  the  students 
they've  got.  "LHtimately,  you  can  innovate 
on  a  smaller  scale  much  more  easily  than 
you  can  innovate  throuj^h  the  entire  sys- 
tem. Charter  schools  at  least  can  stand  as 
an  example,"  says  Reichgott.  For  a  prob- 
lem as  tough  as  public  education,  that's  a 
good  place  to  start. 

By  David  Grehing  in  Chiaigo 

MAKING  HOUSING  AFFORDABLE.  Accom 
plishments.^  Tampa  Mayor  Sandra  W. 
Freedman  has  her  favorites.  I'hc  new  con- 
vention center,  of  course.  And  don't  forget 
the  National  I  lcxkey  League  franchise  she 
helped  bring  to  town.  But  she  most  likes 
to  talk  about  Bougainvillea  Oaks,  17  hous- 
es priced  for  first-time  home  buyers.  Or 
renovations  in  nin-down  Tampa  Heights, 
an  historic  district.  Or  the  Tampa  Housing 
Partnership,  which  encourages  homeowners 
to  spruce  up  neighborhoods. 

Freedman,  4*^^,  has  presided  over  one  of 
the  nation's  most  successful  housing  pro- 
grams. "It's  not  a  sexy  issue,"  she  says.  "I 
vowed  if  I  had  the  power,  I  would  focus 
on  it.  if  you  are  going  to  have  a  strong,  vi- 
able city,  you  have  to  have  strong,  viable 
neighborhoods." 

A  1987  survey  showed  that  22%  of  the 
cirv's  residences  were  substandard,  double 


SANDRA 
FREEDMAN 


Tampa 's  mayor  has 
focused  on  shelter — 
and  now  the  city  has 
one  of  America's  best 
housing  programs. 

Among  her 
achievements:  An 
alliance  with  banks  to 
help  provide  low-cost 
financing  for  first-time 
home  buyers 


the  level  of  a  decade  earlier.  Today,  the 
figure  is  down  to  17%  How.''  Freedman  set 
up  the  Mayor's  Challenge  Fund,  which  has 
secured  commitments  from  banks  to  make 
home-repair  loans  at  two  percentage  points 
below  prevailing  rates.  Fhe  banks  also 
agreed  to  extended  mortgage  payment 
terms,  liberal  underwriting  re(|uirements, 
and  minimal  closing  costs  .  in  return,  the 
city  pledged  federal  grant  money  to  guaran- 
tee the  loans.  In  the  first  two  rounds  of 
funding,  more  than  20  banks  committed 
$43  million  to  the  fund,  $2.S  million  more 


LYLE  QUASIM 


When  drug-related  violence  in  Tacoma  surged  in  the  late  '80s,  Quasi m 
started  helping  residents  fight  back.  His  group.  Safe  Streets,  has  set  up 
neighborhood  watches  and  helped  police  identify  drug  dealers 


than  her  goal.  Realizing  the  city  couldn't 
solve  the  problem  alone,  Freedman  enlist- 
ed the  help  of  the  Chamber  of  Commerce 
and  nonprofit  organizations.  Tampa's  hous- 
ing officials  trained  nonprofits  to  take  loan 
applications  and  manage  properties.  Tam- 
pa United  Methodist  Centers  developed 
Bougainvillea  Oaks,  while  the  Tampa  Pres- 
ervation League  is  restoring  homes  in 
Fampa  Heights. 

The  result:  Fampa  has  slashed  its  hous- 
ing bureaucracy.  In  1985,  a  city  staff  of  42 
was  responsible  for  restoring  .37  homes. 
'Fhis  year,  21  staffers  have  overseen  the  re- 
pair or  restoration  of  1,114  units.  'Fhe  de- 
fault rate  is  less  than  1%,  and  only  3.9%  of 
the  loans  are  delinquent  Both  are  below 
the  levels  for  conventional  financing. 

Says  Freedman,  reelected  last  April  by 
a  landslide:  "It's  reinventing  government 
(jovernment  is  the  ultimate  service  organ- 
ization, and  we're  trying  to  get  back  to  de- 
livering service." 

By  Gail  De  George  in  Tampa 

TAKING  BACK  THE  STREETS.  In  May,  as  riots 
swept  Los  Angeles,  cities  with  large  mi- 
nority populations  tensed.  Many,  like  Seat- 
tle, saw  looting.  But  in  Tacoma,  the  most 
crime-ridden  city  in  Washington,  protests 
were  peaceful.  Neighbors  called  neighbors 
to  dispel  rumors.  A  midnight  basketball 
game  went  ahead,  as  did  a  rock  concert 
Not  one  window  was  broken. 

Tacoma's  police  chief  credits  a  commu- 
nity program  called  the  Safe  Streets  Cam- 
paign. Started  in  1989,  .Safe  Streets  has  or- 
ganized residents  to  fight  dmg  dealing  and 
gang  violence.  With  a  staff  of  14  and  a  $1 
million  annual  budget  prov  ided  by  the  state 
and  federal  governments  and  United  Way, 
it  has  helped  organize  some  60,000  people 
in  cits'  blocks  and  apartment  complexes  to 
paint  over  gang  graffiti  and  clean  up  streets. 

All  of  which  makes  Lyle  Quasim  "delir- 
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iously  happy."  As  executive  director  of  Safe 
Streets,  Qiiasim,  49,  is  discovering  a  new 
form  of  commtinity  activism.  A  child  of 
("hicago's  blaci^  ghetto,  he  practiced  the 
politics  of  confrontation  in  the  civil  rights 
and  antiwar  stmggles  of  the  1960s  and  ear- 
ly ]97()s.  But  during  16  years  as  a  mental 
licalth  bureaucrat  in  Washington  State,  he 
learned  the  benefits  of  working  w  ithin  the 
system. 

When  drug-related  vio- 
lence in  Tacoma  surged  in 

1988,  Quasim  and  other 
community  activists  went  to 
the  grass  roots.  Instead  of 
demanding  that  police  crack 
down,  they  helped  neigh- 
borhf)ods  and  community 
groups  mobilize.  "We  don't 
say  it's  the  fault  of  the  po- 
lice or  the  schools  or  parents 
or  business.  Hey,  there's 
enough  blame  to  go 
around,"  says  Quasim.  "We 
ask  people,  'What  are  you 
committed  to  do.''" " 

Tacoma  still  has  a  high 
crime  rate.  Drive-by  shoot- 
ings are  common.  But  since 

1989,  Safe  Streets  has  closed 
^70  street  markets  for  dnigs, 
helped  police  to  identify 
dealers,  and  launched  dmg- 
prevention  programs.  With 
neighborhood  watch  sys- 
tems active,  residential  bur- 
glaries are  down  25%.  "it's 
working  very  well  for  us," 
says  Assistant  Police  Chief 
James  Ilairston. 

Kven  in  the  notorious 
Hilltop  district,  drug-free 
zones  are  now  expanding. 
Some  dealers  simply  open 
up  shop  elsewhere,  but 
"we're  going  to  wear  them 
down,"  says  the  Reverend 
David  Alger,  head  of  a 
group  of  local  churches. 
"  The  longer  we  can  stick 
v\ith  this,  the  more  likely  we'll  emerge  as 
victors." 

By  Don  Jotii's  Yang  in  Tiironiti 

SHRINKING  BUREAUCRATIC  BLOAT.  When 
.Major  (jeneral  John  H.  Stanford  retired  last 
year  after  leading  the  Army's  equipment- 
and-supply  efforts  for  Operation  Desert 
.Storm,  he  decided  to  acquire  some  unusu- 
al on-the-job  training.  Stanford,  ,S4,  took  a 
post  in  Atlanta  as  the  $l  .S(),()()()-a-year  man- 
ager of  surrounding  f  iilton  County,  with 
a  population  of  7,S(),()()().  He  figured  that  if 
he  could  succeed  in  taming  the  bureau- 
cratic bloat  that  had  led  to  a  30%  increase 
In  property  taxes  over  the  previous  five 
ars,  it  w(iM!d  help  him  to  eventually  land 


a  job  as  the  CEO  of  a  large  corporation. 

So  far,  the  game  plan  is  working.  A  30- 
year  military  veteran,  Stanford  quelled  an 
incipient  taxpayer  revolt  shortly  after  he 
arrived  a  year  ago:  He  froze  property  taxes, 
largely  by  ending  automatic  pay  raises  for 
county  workers.  He  will  have  to  loosen  the 
payroll  purse  strings  during  the  coming 
year,  but  Stanford  is  predicting  that  he  will 


ning  and  budgeting  as  major  assets  in  his 
drive  to  give  county  workers  a  long-range 
outlook.  Local  government  agencies  don't 
usually  think  in  terms  of  a  return  on  in- 
vestment for  taxpayers,  Stanford  believes, 
they  mostly  tr\'  to  deal  with  interest  groups 
pressuring  them  to  throw  money  at  prob- 
lems. He  sees  his  role  as  providing  a  vision 
of  where  the  county  ought  to  be  in  5  or  10 
years  and  allocating  budgets 
accordingly. 

Stanford's  contract  runs 
through  1994,  but  head- 
hunters  have  already  come 
kn(K:king.  P'or  the  ex-soldier 
who  spent  four  years  as  spe- 
cial assistant  to  Defense 
Secretary  (Caspar  W.  Wein- 
berger in  the  cady  1980s,  a 
disciplined  approach  to  gov- 
ernment spending  should 
pay  off  soon — just  as  it  is 
for  taxpayers  today. 

By  Chuck  Hawkins 
in  Atlanta 


JOHN  STANFORD 


Retired  Army  General  Stanford  became  manager  of  Fulton 
County,  Ga.,  last  year  and  immediately  froze  property  taxes. 
He  plans  to  avoid  liaising  taxes  through  crime  prevention, 
workfare,  and  tighter  control  of  court  costs 


still  be  able  to  avoid  tax  increases  for  the 
next  two  years.  "We'll  do  that  by  focusing 
on  people,  families,  and  neighborhoods," 
he  says.  His  plan  of  attack:  Increase  spend- 
ing for  crime  prevention,  tighten  controls 
over  the  costs  of  criminal  courts,  and  insti- 
tute a  workfare  regimen  for  recipients  of 
welfare  . 

Keeping  a  lid  on  expenditures  won't  be 
easy,  however.  Suburbanites  in  fast-growing 
north  Fulton  expect  costly  amenities  such 
as  road  improvements  and  new  libraries  for 
their  tax  dollars.  And  the  center  third  of 
the  county,  which  overlaps  with  the  City 
of  Atlanta,  is  beset  by  poverty,  unemploy- 
ment, and  high  crime  levels. 

Stanford  views  his  Army  training  in  plan- 


BRINGING  IN  JOBS.  Marga- 
ret  F.  Gonzales  may  have 
the  toughest  sales  job  in 
government.  Working  out 
of  a  storefront  office  in  a 
strip  mall  in  Los  Angeles' 
largely  Hispanic  Boyle 
Heights  district,  the  direc- 
tor of  the  East  Side  enter- 
prise zone  must  lure  busi- 
ness to  one  of  the  city's 
most  distressed  areas. 

This  summer,  she  helped 
a  salsa  manufacturer,  Senor 
Felix's  Gourmet  Food  Co., 
find  a  building  for  a  new 
factory  that  will  employ  20 
people.  Two  dozen  more 
jobs  will  be  added  by  cloth- 
ing importer  Bila  in  an  ex- 
pansion plan;  Gonzales 
helped  the  Los  Angeles- 
based  company  get  a  $1 
million  loan  from  the  Small 
Business  Administration. 

But  for  every  success,  there  is  failure, 
llnited  Parcel  Service  Inc.  recently  can- 
celed plans  to  build  a  distribution  center. 
P^ven  keeping  businesses  can  be  trying: 
Fed  up  with  govemment  red  tape  and  high 
worker-compensation  costs,  a  local  maker  of 
burlap  bags  is  mulling  over  a  move  to  Ida- 
ho that  would  take  100  jobs  from  the  area. 
"My  job  is  to  find  out  what's  making  them 
unhappy  and  to  see  if  I  can  fix  it,"  says 
Cionzales. 

A  cherubic-looking  woman  in  her  mid- 
4()s,  Cionzales  started  out  as  an  accountant 
v\  ith  a  city-run  job-training  program  before 
taking  over  the  enterprise  zone  in  1990. 
One  in  every  four  warehouses  in  her  terri- 
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MARGARET  GONZALES 


A  new  salsa  factory  that  employs  20  people.  Two  dozen  jobs  created  by  a 
clothing  importer.  Even  such  small  victories  don '/  come  easily  for  Gonzales, 
director  of  the  enterprise  zone  in  Los  Angeles'  depressed  East  Side 


DANIEL 
GREENBAUM 


torv',  home  to  250,000  and  a  state-sanc- 
tioned enterprise  zone  since  1980,  is  either 
abandoned  or  for  sale.  And  with  so  many 
illegal  immigrants  in  the  area,  Gonzales 
says  unemployment  is  even  higher  than 
the  official  rate. 

Her  challenge  is  to  sell  business  on  the 
local  labor  force.  And  she  can  offer  incen- 
tives. They  include  credits  against  other 
city  taxes  of  up  to  $19,000  for  each  em- 
ployee hired,  as  much 
as  $1  million  in  low- 
interest  loans,  and  25% 
cuts  in  electric  bills, 
which  are  absorbed  by 
the  local  utility.  .Since 
January,  she  has  shown 
22  potential  new  busi- 
nesses around,  includ- 
ing a  recycler  of  fluo- 
rescent lamps  looking 
for  a  30,000-s(iuare-foot 
building.  The  recycler 
would  bring  in  50  to  60 
new  jobs. 

With  a  small  budget 
and  tiny  staff,  Gonzales 
relies  on  outside  real 
estate  agents  to  help 
pitch  the  sites.  She 
spends  most  of  her 
time  promoting  the  en- 
terprise zone.  At  the 
Beverly  Hills  Racquet 
(Ihib  recently,  she 
priised  the  attributes  of 


Boyle  Heights  to  a  group  of  accountants 
looking  to  guide  their  well-heeled  clients 
into  new  tax-sheltered  investments. 

It's  often  weeks  before  Gonzales  knows 
if  the  seeds  she  planted  have  reaped  jobs 
for  her  East  L.  A.  constituents.  But  the 
pace  is  nonstop,  it's  never  boring,  and  as 
government  work  goes,  it  sure  beats  por- 
ing over  spreadsheets. 

By  Ronald  Graver  in  Los  Angeles 


Greenbaum, 
Massachusetts ' 
Environmental 
Protection 
commissioner,  began 
a  team  inspection 
system  that  business 

is  embracing.  It 
resolves  conflicting 
rules  and  helps 
businesses  cut 
pollution 


HELPING  BUSINESS  COPE.  In  many  states, 
environmental  inspections  are  about  as  wel- 
come as  a  triple  root  canal.  With  separate 
inspectors  and  rules  for  water,  air,  solid 
waste,  and  worker  safety,  companies  can 
get  caught  in  a  regulatory  cross  fire.  And 
fixing  one  violation  can  cause  another.  For 
example,  installing  a  smokestack  scrubber 
to  clean  the  air  produces  residues  that  vio- 
late solid-waste  laws. 

In  Massachusetts,  a  new  approach  is  put- 
ting an  end  to  regulatory  whiplash  and 
making  state  inspectors  welcome  visitors — 
well,  almost  welcome.  A  new  team  inspec- 
tion system  halts  contradictory  edicts.  And 
instead  of  simply  issuing  citations  for  ex- 
ceeding pollution  thresholds,  the  state  ac- 
tively provides  technical  expertise  to  help 
businesses  find  alternate,  nonpolluting  tech- 
nologies. 

The  carrot-and-stick  approach,  says  Dan- 
iel S.  Greenbaum,  commissioner  of  the 
state  Environmental  Protection  Dept., 
stresses  elimination,  not  just  reduction,  of 
harmful  wastes.  And  by  training  its  air,  wa- 
ter, and  solid-waste  inspectors  to  do  each 
other's  jobs,  the  state  frees  as  much  as  25% 
of  their  time.  That  allows  more  businesses 
to  be  examined,  says  Greenbaum,  40,  once 
a  strategist  for  the  Audubon  Society. 

Businesses  like  the  more  cooperative 
style.  At  Neles-JamesbuPi'  Inc.,  a  Worcester 
valve  manufacturer,  a  team  of  state  inspec- 
tors suggested  a  metal-coating  process 
change  that  sharply  cut  waste -water  out- 
put. "They're  helpful,"  says  Lawrence  L. 
Atupem,  who  oversees  the  company's  haz- 
ardous-waste compliance  efforts.  "They'll 
tell  you:  AVhy  don't  you  do  it  this  way.^'  " 
In  addition  to  business  raves,  the  pro- 
gram also  wins  high  praise  from  environ- 
mentalists. The  pro- 
gram has  been  so 
successful  that  the  fed- 
eral Environmental 
Protection  Agency  re- 
cently relaxed  rules 
that  discourage  team 
\isits  by  inspectors. 
Hillel  Gray,  toxic  policy 
director  at  the  National 
Environmental  Law 
(xnter,  calls  the  Mas- 
sachusetts plan  "a 
model  for  toxic-use  re- 
duction." And  Manik 
Roy,  a  pollution-pre- 
\  ention  specialist  at  the 
Environmental  De- 
fense Eund,  says  the 
state's  approach  to 
eliminating  pollution 
altogether  "is  miles 
ahead  of  any  other 
state  in  the  country." 
By  Gary  MrWilliams 
in  Boston 
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Introducing 

AlSar  EasyReacK"  700  Service 

Now  you  can  have  your  own  permanent  phone 
number  you  hold  onto  for  life* 

So  your  family,  friends,  and  business  associates 
can  always  reach  you.  Now  wherever  you  go  in 
your  day  or  your  life,  virtually  all  your  important 
calls  can  be  forwarded  to  you  automatically 

AT&T  EasyReach  700  Service.  This  new  service 
works  with  any  touch-tone  phone.  And  no  extra 
equipment  is  needed. 

To  get  your  own  permanent  number  or  for  more 
information,  just  call  us  toll  free. 

Then  whenever  they  call,  you'll  always  be  there. 
Call  us  today  1 800  245-8003,  ext.  1830. 


Tsjrn  your 
trvcess  inventory 
into  a  substantial 

tax  break  and 
help  send  needy 
kids  to  college. 

Call  for  your 
free  guide 

to  learn  how  donating  your 
slow  moving  inventory 
can  mean  a  generous 
tax  write  off 
for  your  company. 

Call  708-690-0010 
Peter  Roskam 

Executive  Director 


He  look  for  church  organists 
"with  typing  experience! 


P.O.  Box  3021,  Glen  Ellyn,  IL60I38 
FAX  (708)690-0565 


Excess  inventory  today... 
student  opportiinitv  tomorrow 


Money  Making 
Discovery  For 
Sales  Executives! 

Imagine  finding  a  hidden  universe  with 
thousands  of  emerging  private  fmns  where 
last  year  one  in  seven  expanded  employ- 
ment by  over  25%,  and  the  5,000  fastest 
growing  grew  by  an  average  of  23%  ... 
creating  502,000  new  jobs  and  the  need  for 
almost  every  kind  of  business  product  or 
service  -  everything  from  office  equipment 
to  disability  insurance  to  real  estate. 

A  little  known  sales  tool  that  tracks 
these  companies  is  making  money  for  sales 
executives  who  use  it.  Called  the 
CORPTECH  DIRECTORY,  it's  the  only 
resource  available  that  uncovers  America's 
emerging  sector  of  technology  manufac- 
turers. Think  of  it!  While  most  of  the 
economy  is  hurting,  these  companies  are 
growing.  CorpTech  gives  you  their  names, 
geographic  location,  growth  rales  for  each 
company,  plus  names,  titles,  and  respon- 
sibilities of  their  1 1 1,000  key  execuuves. 

"Great  investment  ...  made  money  by 
quickly  and  easily  identifying  customers  for 
specific  products,"  Mike  Mueller,  Manager, 
iVjitsisbishi. 

?  fact  kit  shows  20  money-making 
ways  iii  -.ales  tool  can  revitalize  your  sell- 
ing effortb  Call  1-800-333-8036  or  mail 
name  and  ?  Jdress  to  CorpTech,  Dept  BSW, 
12  Alfired  Sueet,  Wobum,  MA  01801. 


Share 
Helen 

Keller's 
vision 

Young  adults  who  are  deal-blind 
must  eventually  leave  school  for  the 
real  world.  When  this  dift'icult 
transition  time  comes,  we 
are  there  to  help. 
Find  out  how  vou  can  help,  too. 
Call  516-944-8900  (TTrWoice). 


Helen  Keller  National  Center 

for  Deaf-Blind  Youtfis  and  Adults 

1 1 1  Middle  Neck  Road,  Saiids  Point,     I  lOSO 
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IN  A  SPECIAL  LIMITED  EDITION  OF  999  SETS 


can  you  improve  the  very 
in  top  quality  business 
ners?  BusinessWeek, 
vn  for  their  elegantly 
id,  highly  functional  desk 
pocket  planners,  has  found 
vay.  And  now,  so  have  you. 

yVNERS  WITH  A  PLUS 
prestigious,  super  luxurious 
SIDENTIAL  PLANNER  SET 
5  the  art  of  bookbinding  to  new 
s:  meticulously  bound  in 
le,  premier-grade  navy  blue 
er,  each  Planner  is  beautifully 
inted  with  thick,  hand-tooled 
r  metal  comer  guards,  two 
silk  page  markers,  and  elegant 
moire  sUk  endpapers.  The 
r-edged  pages  give  your 
ner  a  mirror-like  shine. 

matched  Wallet  Planner  is 
"ed  in  the  same  royal  blue 
e  silk,  and  bound  permanently 
its  navy  blue  leather  wallet,  with 
1  for  business  cards,  important 
3  and  cash.  Silver-edged  pages, 
r  metal  comer  guards  (to  prevent 
often-used  planner  from  showing 
•),  a  blue  silk  page  marker,  and  a 
sUver-plated  jotting  pen  with  its 
holder  add  the  finishing  touches 
igance  to  your  Wallet  Planner. 


Your  full  name  is  impnnted  in  silver  on  both  planners  at  no  extra  charge. 

ONLY  999  HAND-CRAFTED  SETS  AVAILABLE 

Don't  let  the  superb  presentation  of  the  Presidential  Set  fool 
you.  Inside,  you'll  find  a  very  practical  13-month  calendar, 
week-at-a-glance  spreads,  and  over  50  pages  of  essential 
business  data  plus  a  32  page  color  atlas.  No  wonder  so  many 
top  executives  snap  up  these  superb  Sets  so  quickly.  It's  first 
come,  first  served,  so  be  sure  you  reserve  your  1993  Set  now. 


k  Planner  size:  IO1/2"  x  8V2"  Wallet  Planner  size:  TVs"  x  3%" 


^PLEASE  SEND  ME 


PRESIDENTIAL  PLANNER  SET(S)  at  $90.00  per  set. 


includes:  Imprinting  of  fuU  name  in  sUver  on  both  Desk  and  Wallet  Planners,  handling  and  pwstage. ) 
I:  N.J.  Residents  please  add  7%  sales  tax. 


3  (Mr/Mrs/Ms). 
)any  


/Country 
0.  


Post  Code . 


Job  Title 


u  NAME  TO  BE 
ER  STAMPED 
3e  print  clearly). 


heck  enclosed  payable  to  'BusinessWeek  Planner* 

ill  my  company  (purchase  order  &  company  letterhead  required) 
hargeto:  [JAMEX  □  DINERS  □  MASTERCARD  □  VISA 

No. 


iture. 
Date 


In  USA,  Credit  Card  holders  may  call 

TOLL  FREE 
800-722-9999 

ask  Operator  18  for  Planner  Dept.  BC4PR3. 
American  Express,  Diners  Club,  VISA,  and 
MasterCard  accepted. 


To  order,  make  your  check  payable  to 
BUSESTESSWEEK  PLANNER  and  send  to: 
Dept.  BC4PR3 

P.O.  Box  8035,  Brick,  N.J.  08723  U.S.A.,  Fax  201 461 9808 

P.O.  Box  13,  Great  Missenden,  Bucks,  HP16  ODQ,  ENGLAND 
Fax  44^94-890757 

Suite  C,  22nd  Floor,  Yiko  Industrial  Building,  10  Ka  Yip  Street 
Chaiwan,  HONG  KONG,  Fax  852  5589246 
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R     E     I     N     V     E  N 

TING 

AMERICA 

C  0 

N  C  L  U  S 

ION 

IF  WE  GOULD  DO 
JUST  10  THINGS 


GROWTH    IS   VITAL   TO   OUR    FREEDOM.   HERE'S   A  BLUEPRINT 


OW/iaf  brings  people  to  America? 
What  causes  them  to  leave  fanris 
and  towns  in  other  lands  for  the 
dangerous,  pulsating  streets  of  this  coun- 
try? What  moves  them  to  lecwe  their  famil- 
lies,  embark  on  uncertain  journeys,  and  la- 
bor among  strangers? 

For  ti0o  centuries,  the  answer  has  been 
the  same:  opportunity.  People  continue  to 
come  to  the  U.  S.from  everywhere  and  ex- 
change their  old  traditions  for  a  new  cul- 
ture, a  new  langitage,  a  new  hope:  that  the 
future  will  be  better  than  the  past.  This  be- 
lief in  opportunity  and  progress  is  the  es- 
sence  of  the  American  Dream  and  the  source 


of  this  country 's  remarkable  optimism. 

Until  710W.  America's  can-do  cockiness 
has  been  replaced  in  recent  yean  l/y  a  collec- 
tive weariness.  In  these  troubled  times,  a 
particular  meanness  of  spirit  abounds, 
bringing  forth  an  intolerance  of  others  not 
seen  on  these  shores  for  decades.  There  is 
no  single  reason  for  this  ugliness,  but  one 
factor  is  of  particular  importance.  From 
the  very  beginning  of  America's  history,  ec- 
onomic growth  has  been  the  crucial  under- 
pinning of  its  freedoms.  It  has  been  eco- 
nomic growth  that  has  opened  tlie  pathways 
to  upward  mobility  for  millions  of  immi- 
grants. It  has  been  economic  growth  that 


has  held  together  a  complex  heterogeneous 
soaety. 

So  it  is  no  accident  timt  the  nirrent  slow- 
motion  fragttmitation  of  American  society  is 
taking  place  during  a  time  of  prvlonged  ec- 
onomic sta^iation.  Strmig  economic  Qvwth 
not  only  enhances  America's  living  stan- 
dards but  also  knits  together  our  diverse 
soaety.  Without  the  opportunity  that  makes 
social  mobility  possible,  there  will  be  no 
American  spirit  to  unify  us,  and  the  na- 
tion mcjy  split  apart.  We  believe  the  follow- 
ing 10  key  recommendations,  distilled from 
the  preceding  pages,  can  rrinvigorate  that 
spirit  and  help  to  reinvent  America. 


BOOST 

BUSINESS 

INVESTMENT 


There  is  nothing — repeat,  nothing — 
more  important  to  the  revival  of  Amer- 
ica's economy  than  sharply  increasing 
investment.  Countries  that  have  high 
rates  of  investments  reach  high  stan- 
dards of  living.  It's  that  simple.  Yet 
the  U.  S.  is  only  putting  a  meager  11%  of  its  national  output 
into  new-business  investment,  half  as  much  as  Japan.  For 
America,  the  best  way  to  boost  investment  in  the  1990s  is 
through  "expensing."  Expensing  allows  business  to  get  a 
tax  deduction  for  new-equipment  purchases  immediately 
instead  of  over  as  many  as  seven  years.  It  pares  the  cost  of  in- 
vestment and  gives  corporations  the  equivalent  of  a  huge 
$360  billion  tax  cut  over  eight  years.  It's  better  than  an  in- 
vestment tax  credit  because  it  favors  buying  long-lived  ma- 
chinery rather  than  short-lived  assets.  The  big  cash  flow  ex- 
pensing generates  in  the  first  year  would  juice  up  the  anemic 
recovery.  But  expensing  would  only  work  in  combination 
with  a  serious  plan  to  cut  the  deficit  to  2%  of  gross  domes- 
tic product  by  2000  by  capping  entitlements,  taxing  gaso- 
line more  heavily,  and  cutting  the  government  work  force 
(more  detail,  page  22). 


If  ever  there  was  proof  that  throwing 
money  at  a  social  problem  doesn't 
work,  it's  the  public-school  mess.  Real 
spending  on  education  has  jumped 
25%  in  the  past  10  years,  yet  test 
scores  have  not  budged  and  remain 
far  below  America's  economic  competitors.  Breaking  up 
bloated  public-school  bureaucracies  and  reallocating  resourc- 
es to  the  classroom  is  a  necessary  first  step  for  any  significant 


RETHINK 
OUR  PUBLIC 
SCHOOLS 


improvement.  "Site-based  management"  is  one  way  to  ac- 
complish this  power  shift.  It  moves  decision-making  author- 
ity from  superintendents  down  to  individual  school  coun- 
cils composed  of  principals,  teachers,  and  parents.  Site-basing 
not  only  saves  money  by  cutting  administration  but  it  also 
gives  new  freedom  to  schools  to  experiment,  specialize,  and 
improve  teaching.  Site-based  management,  combined  with 
choice  for  public  schools,  would  shake  up  the  "educrats." 
A  longer  school  year  and  establishing  some  benchmark  test- 
ing standards  could  lead  to  the  kind  of  education  revolu- 
tion America  has  been  demanding  (page  92). 


BUILD  AN 

APPRENTICE 

SYSTEM 


Worker  training  is  essential  to  boost- 
ing productivity  and  increasing  inter- 
national competitiveness.  Large  U.  S. 
corporations  spend  less  than  half  the 
sum  that  their  Japanese  and  Europe- 
an competitors  invest  in  improving  hu- 
man capital.  Smaller  U.  S.  companies,  which  generate  most 
of  the  nation's  job  growth,  spend  practically  nothing  on  train- 
ing. America  needs  to  turn  its  hodgepodge  of  existing  train- 
ing programs  into  a  single,  countrywide  apprentice-and- 
training  system.  A  national  training  board,  run  by  business, 
labor,  and  education  leaders,  should  be  set  up  to  establish 
world-class  skill  standards.  The  600  grass-roots  Private  Indus- 
try Councils,  which  are  led  by  business,  should  take  on  the 
role  of  coordinating  training  sessions  with  small  and  medium- 
sized  local  companies.  Rather  than  just  pushing  armies  of 
white-collar  employees  to  attend  expensive  business  schools, 
large  corporations  also  should  be  paying  for  blue-collar  work- 
ers to  take  community-college  courses  in  mathematics  and 
the  basics  of  science  (page  82). 
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UPGRADE 
THE INFRA- 
STRUaURE 


Japan,  Germany,  and  Singapore  have 
been  using  investments  in  infrastruc- 
ture as  a  competitive  strategy  for  years. 
It's  time  for  the  U.S.  to  do  the 
same — with  a  distinctly  American 
twist.  America  needs  to  encourage  in- 
frastmcture  entrepreneurs,  private  business  executives  will- 
ing to  own  and  refurbish  overcrowded  and  crumbling  by- 
ways for  a  profit.  The  private  sector  is  also  the  only  source  for 
the  $325  billion  needed  to  build  a  new  fiber-optic  commu- 
nications "highway"  that  will  bring  America  into  the  digi- 
tal Information  Age.  For  its  part,  the  federal  government 
can  start  spending  the  $10  billion  surplus  in  highway  and 
airport  funds  held  hostage  to  the  deficit  (page  196). 


OPEN 

GLOBAL 

MARKETS 


Soaring  exports  have  helped  a  weak 
U.  S.  economy  in  recent  years,  with- 
out a  lot  of  government  help.  In  a 
world  that  has  shifted  from  cold-war 
rivalry  to  global  economic  competi- 
tion, a  little  help  could  go  a  long  way. 
It  wouldn't  have  to  cost  an  extra  nickel,  either.  Support  in 
Washington  for  export  programs  is  fragmented,  haphazard, 
and  focused  on  farm  sales.  Streamlining  the  28  agencies 
dealing  with  export  promotion  and  finance  could  save  mon- 
ey and  make  the  entire  effoa  more  efficient,  especially  for 
small  and  midsize  companies.  The  State  Dept.  should  begin 
collecting  commercial  information  necessary  to  help  U.  S. 
companies  and  open  foreign  markets.  The  North  American 
Free  Trade  Agreement  is  a  solid  first  step  in  expanding 
hemispheric  trading.  Extending  it  beyond  Canada  and  Mex- 
ico to  the  rest  of  Latin  America  is  a  good  idea  (page  110.) 


UPDATE  THE 

FINANCIAL 

SYSTEM 


The  U.  S.  financial  system  as  a  whole 
is  an  innovative  marvel.  But  not  all  of 
the  country's  financial  institutions  are 
equally  healthy.  The  banks,  in  partic- 
ular, suffer  from  skimpy  capital,  risky 
investments,  and  an  archaic  set  of  De- 
pression-era regulations.  It's  time  to  clear  away  the  baish. 
Start  with  interstate  banking.  It's  an  idea  long  overdue. 
Then  eliminate  all  barriers  to  the  entrance  of  banks  into  se- 
curities and  insurance.  That  would  improve  their  profitabil- 
ity. Next,  streamline  the  overiapping  and  befuddled  bank- 
ing regulatory  framework.  Finally,  limit  how  banks  use 
federally  insured  deposits.  Those  deposits  should  be  re- 
stricted to  financing  low-risk  loans.  All  other  banking  activ- 
ides  should  be  financed  from  funds  raised  in  capital  mar- 
kets. To  encourage  patient  capital,  corporations  should  invite 
large  shareholders  onto  their  boards  and  give  them  a  voice  in 
governance.  Corporations  must  also  give  their  own  pension- 
fund  managers  longer-term  investment  horizons  (page  126). 


KEEP 

UNIVERSITIES 
STRONG 


U.  S.  research  universities  and  labs  are 
fine  examples  of  what  works  well  in 
America.  They  need  protecting,  not 
reinventing.  Threats  come  from  a  per- 
ception that  scientific  research  isn't 
delivering  in  terms  of  economic 
growth  and  invention  is  not  leading  to  innovation.  There  is 
much  truth  in  that.  Witness  Japan's  success  in  VCRs  and 
semiconductors,  both  invented  in  U.  S.  labs.  But  cutting 
back  spending  on  the  kind  of  basic  research  that  spawned 
the  computer,  chip,  and  biotech  industries  is  shortsighted. 
There's  a  better  way.  Tight  government  dollars  should  be 


trimmed  from  Big  Science  projects  such  as  the  supercollid- 
er and  parceled  out  in  more  efficient  pieces  to  many  small- 
er programs.  The  supercollider  sliould  be  financed  multi- 
nationally.  Corporations  should  use  "business  pull"  instead 
of  "technology  push"  in  labs,  by  substituting  a  strategic  re- 
search vision  for  the  serendipitous  invention  that  often  takes 
place  in  labs.  Corporate  R&D  needs  tinkering.  University 
research  does  not  (page  164). 


REFORM  THE 

WELFARE 

SYSTEM 


Poverty  not  only  degrades  the  spirit, 
it  erodes  America's  competitiveness. 
Shifting  the  welfare  system  away  from 
maintenance  toward  job  training  is  a 
key  first  step  in  reducing  dependency. 
In  many  cases,  mandatory  public- 
works  jobs  could  provide  skills  and  values  to  welfare  recip- 
ients and  give  their  children  role  models  of  productive  adults. 
With  unwed  teenage  mothers  and  their  children  swelling 
the  welfare  roles,  establishing  paternity  and  pursuing  ab- 
sent parents  for  support  could  inject  an  important  measure 
of  responsibility,  both  financial  and  moral.  Since  welfare, 
poverty,  and  drug  abuse  are  connected,  drug  treatment 
should  be  available  to  any  addict  at  any  time.  Two-thirds 
of  the  $12  billion  the  government  spends  annually  to  com- 
bat drugs  goes  to  law  enforcement,  one-third  to  education 
and  treatment.  The  ratios  should  be  reversed  (page  100). 


OVERHAUL 

HEALTH 

CARE 


Runaway  spending  on  health  care  is 
a  heavy  burden  on  the  economy. 
Managed  competition  can  bring  mar- 
ket forces  to  bear  on  lowering  health- 
care costs.  Under  managed  competi- 
tion, regional  nonprofit  HIPCs — health 
insurance  purchasing  corporations  set  up  by  the  states — 
would  select  a  dozen  or  more  large  networks  that  meet  qual- 
ity standards.  The  networks  would  provide  a  range  of  med- 
ical services  for  a  set  fee.  Small  companies  that  couldn't 
afford  to  offer  employees  health  care  would  pay  a  payroll 
tax  into  a  pool,  which  the  HIPCs  would  use  to  buy  coverage 
for  them  from  the  networks.  Corporations  with  more  than 
100  workers  would  have  to  offer  coverage  to  all  their  work- 
ers and  would  negotiate  directly  with  the  networks  for  the 
lowest  costs.  Managed  competition  allows  buyers  of  health 
care  to  drive  hard  bargains  with  health-care  networks.  It's 
one  way  to  bring  down  costs  (page  106). 


FIX 

CONGRESS 
FAST 


Congress  doesn't  work,  and  any  new 
policies  for  economic  growth  that  pass 
through  it  will  become  corrupted  by 
special  interests.  To  curb  the  money 
power  of  special  interests,  public  fi- 
nancing of  campaign  spending — sim- 
ilar to  the  system  used  in  Presidential  elections — should  be 
extended  to  all  congressional  elections.  Candidates  should  ac- 
cept voluntary  limits  on  campaign  outlays  in  exchange  for 
taxpayers  fooring  most  of  the  bill.  Capitol  Hill  still  won't 
work  unless  the  legislative  process  is  streamlined.  The  37,000 
congressional  aides  and  functionaries  who  serve  the  House 
and  Senate  should  be  pared  by  a  third,  l^he  300  commit- 
tees and  subcommittees  in  the  House  should  be  cut  in  ha!' 
The  Senate  should  change  mies  that  now  pemiit  a  few  !  ■ 
makers  to  delay  or  kill  legislation.  Stronger  leadership 
more  efficient  process  could  turn  Congress  into  ■ 
supposed  to  be — a  national  legislature,  not  a  r      ■  •  ■  i 
the  reelection  of  politicians  (page  206). 
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The  simple  acl  of  leasing  a  Lincoln  Conimenial  can  now  help  saiisfy  both  your  immediate  desires  and  yoi 
long-ierm  hscal  goals.  ■  Wiih  the  Lincoln  Two-Year  Luxury  Lease,  a  modest  expenditure  affords  you  th 


pleasure  of  owning  one  ol  the  worlds  most  rewarding  luxury  sedans.  ■  Within  Lincoln  Continenials  leathj 


appointed  interior,  luxury  refinements  abound.  And  your  comfort  level  is  further  enhanced  by  a 


standard  driver  and  right  front  passenger  air  bag 


i 


Supplemental  Restraint  System;* 


in  addition  to  standard  four-wheel  disc  anti-lock  brakes.  ■  Yet,  perhaps  you  will  admire  Continental  most 
Its  advanced  driving  systems.  ■  Continental's  air  suspension  and  electronic  transmission  are  controlled  b 


'Always  we.ir  vdui  sak-Iy  belt  ' '  Vc  vcur  LiiXdln  dcilt-i  lor  .1  mpy  ol  ihis  limilL'd  vvjrranly  ' '  'CcrMin  bL-ni.-IUs  punidfd  by  Fold  ,\iiio  C  lub  liK  Sec  youi  LiiKoln  dcilcr  lor  del 
L INCOLN-MERC  '.IRY  DIVISION  C^§^  Bin  kic  up— logclhur  wc  can  save  livi-s 


>     411  NEW  RANKINGS  i 


Hi 

^                                                 214  liorsepower  24- valve  M 

5ION  TSi.  T 

HE  SPORTS  SEDAN  DESIGNED 

lYATEAM. 

INSTEAD  OF  A  CORPORATION 

EAGLE  VISION.  NOT  INTENDED 
FOR  THE  GENERAL  PUBLIC 


i 


iter's  Memo  ,  ^ 


B-SCHOOLS:  RANKING 
THE  CLASS  OF  '92 


F 


x>iv.iu«  ys 


our  years  a^o,  Senior 
Writer  John  A.  Byrne 
proposed  that  we  rank 
business  schools  based  on 
the  views  of  the  people  who 
truly  mattered— their  custom- 
ers. For  the  first  time,  recent 
graduates  and  the  major  re- 
cruiters who  hire  them  got  the 
chance  to  tell  it  like  it  is.  And, 
as  The  New  York  Times  wrote, 
"academia  has  not  been  the 
same  since."  Some  deans  feel 
that  many  of  the  revolutionary 
curriculum  changes  have  been 
prodded    along    by  BUSINESS 
week's  rankings.  Many  schools 
are  now  asking  the  views  of  students,  alumni,  and  corporations  before  re- 
vamping programs. 

The  first  survey  led  to  a  more  comprehensive  ranking  in  1990  and  two  edi- 
tions of  Business  Week's  Guide  to  the  Best  Business  Schools,  a  book  published  by 
our  parent,  McGraw-Hill  Inc.  It  also  led  to  a  ranking  of  executive  education  pro- 
grams in  1991  and  the  recently  published  Business  Week's  Guide  to  the  Best  Ex- 
ecutive Education  Programs.  All  the  books  feature  profiles  of  the  l)est  and 
most  innovative  programs. 

This  year's  study  is  the  most  comprehensive  yet.  We  have  data  on  nearly 
10,000  MBAs  from  three  separate  classes,  which  we've  used  to  create  a  highly  re- 
liable gauge  of  gi-aduate  satisfaction.  In  addition,  a  remarkable  78%  of  gi'aduates 
and  .57%  of  recruiters  replied  to  this  year's  poll. 

In  all,  our  Cover  Story,  which  begins  on  page  60,  highlights  the  changes  in 
business  schools— and  is  likely  to  keep  influencing  the  shape  of  American  man- 
agement education  in  the  vears  ahead. 


WE  HAVE  A  WINNER.  On  Oct.  13,  Gary  S.  Becker,  a  monthly  con- 
triljutor  to  our  Economic  Viewpoint  column,  won  the  Nobel  prize 
in  economics  for  applying  economic  theory  in  new  fields,  from 
crime  and  drugs  to  family  and  education  (page  36).  Becker,  a  stal- 
wart of  the  famed  Chicago  School  of  Economics  at  the  University 
of  Chicago,  has  written  his  column  since  198.5.  His  book  Human 
Capital  (1964)  popularized  the  notion  that  individuals  are  "econom- 
ic units"  with  vast  potential— as  long  as  they  receive  the  neces- 
sary investment— a  theory  expanded  on  often  in  these  pages. 

Congi'atulations,  Professor  Becker.  We're  proud  to  be  associat- 
ed with  you.  ^ 


Editor-in-Chief 


'IMITATION  IS  THE  BEST  FORM  OF  FLATTERY,"  SAYS  NORTHWESTERN' S  DON  JACOBS,  "AND  THEY'RE  ALL  COMING  IN  MY  DIRECTION' 


UNI 


Cover  Story 


60  THE  BEST  B-SCHOOLS 

The  appetite  for  change  has 
spread — and  one  school,  Chicago, 
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because  of  it.  BW's  new  ranking  is 
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lr"r.  a  AUCTION 
Change  from  last  week:  0  1% 
Change  from  last  year:  1.8% 

185  


1967=100  (four-week  moving  averog 
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LEADING 

change  from  lost  week:  ~0.1% 
Change  from  last  year:  3.9% 
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The  production  index  was  virtually  unchanged  during  the  week  ended  Ocl  3 
Seasonally  adjusted  output  levels  of  autos,  trucks,  electric  power,  cool,  paper,  and 
lumber  all  declined  Crude-oil  refining  was  up  slightly,  and  steel  ond  paperboard 
output  and  rail-freight  traffic  were  flat  Before  calculation  of  the  four-week  moving 
average,  the  index  dropped  to  182  4,  from  1 85  1  For  September,  the  index  rose  to 
183,  from  August's  level  of  181.8. 

BW  production  index  copyright  1992  by  McGraw-Hill  Inc. 


The  leading  index  declined  slightly  during  the  week  ended  Oct  3  Howevej 
the  latest  week,  lower  bond  yields,  c  drop  in  the  number  of  business  foilures, 
improved  growth  in  real  estate  loans  and  M2  offset  a  sharp  drop  in  the  grt 
rate  of  materials  prices  and  lower  stock  prices.  So,  before  calculation  of  the 
week  moving  average,  the  index  rose  to  215,1  from  214,8.  For  the  mont 
September,  the  index  stood  at  215,4,  up  from  214.2  in  August. 

Leading  index  copyright  1  992  by  Center  for  Internalioral  Business  Cycle  Research 
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PRODUCTION  INDICATORS 


LEADING  INDICATORS 


latest 
week 


Week 
ogo 


%  Change 
yeor  ago 


STEEL  (10/10)  thous.  of  net  tons 


1,614 


1,701  # 


-3.0 


AUTOS  (10/10)  units 


1  15,731 


1  17,204r# 


-2.2 


TRUCKS  (10/10)  units 


85,955 


88,385r# 


1  1.6 


ELECTRIC  POWER  (lO/lO)  millions  of  kilowatt-f 

ours 

53,879 

55,129# 

1,9 

CRUDE-OIL  REFINING  (lo/iO)  thous.  of  bbl./dcy 

13,492 

13,799# 

1,5 

COAL  (10/3)  thous  of  net  tons 

18,470# 

19,197 

-4  3 

PAPERBOARD  (10/3)  thous.  of  tons 

805, 9# 

799.  Ir 

0,7 

PAPER  (10/3)  thous.  of  tons 

761  0# 

763  Or 

-0,1 

LUMBER  (10/3)  millions  of  ft. 

476, 9# 

512  0 

-6  1 

RAIL  FREIGHT  (l  0/3)  billions  of  ton-miles 

21. 4# 

21.3 

-0.9 

Sources;  American  Iron  &  Steel  Institute,  Ward's  Automotive  Reports,  Edison  Electric  Institute, 
American  Petroleum  Institute,  Energy  Dept ,  Americon  Paper  institute,  WWPA',  SFPA",  Association 
of  American  Railroads 

latest 
week 

Week 
ogo 

Year 
ago 

JAPANESE  YEN  (lO/U) 

121 

120 

130 

GERMAN  MARK  (10/14) 

1.46 

1  42 

1.70 

BRITISH  POUND  (lO/U) 

1,71 

1.73 

1.72 

FRENCH  FRANC  (lO/U) 

4  97 

4  83 

5.77 

CANADIAN  DOLLAR  (lO/U) 

1.24 

1.25 

113 

SWISS  FRANC  (lO/U) 

1.30 

1  24 

1 .48 

MEXICAN  PESO  (lo/u) 

3,096 

3,094 

3,062 

Sources:  Major  New  York  bonks  Currencies  exprt 
pound  expressed  in  dollars 

ssed  in  units  per  U  S.  dollar,  exce 

pt  for  British 

Latest 
week 

Week 
ago 

%  Change 
year  ago 

GOLD  (10/14)  $/troyoz. 

343.750 

350.150 

-3.6 

STEEL  SCRAP  (10/13)  #1  heavy,  $/ton 

89.50 

90.50 

-7.7 

FOODSTUFFS  (10/12)index,  1967=100 

198  4 

198,1 

-5.4 

COPPER  (10/10)  c/lb 

105.8 

108,8 

-5  5 

ALUMINUM  (10/10)  c/lb 

55  0 

57  3 

7  4 

WHEAT  (10/10)  #2  hard,  $/bu 

3.56 

3.67 

0  6 

COTTON  (10/10)  strict  low  middling  1-1/16  in,. 

C/lb, 

49.94 

49.31 

-14  7 

Latest 
week 

Week     %  CI 
ago  ye< 

STOCK  PRICES  (io/9)S&P500 

405.88 

415.60 

CORPORATE  BOND  YIELD,  Aaa  (io/9) 

7.92% 

7.93% 

INDUSTRIAL  MATERIALS  PRICES  (io/9) 

97.1 

98  3 

BUSINESS  FAILURES  (io/2) 

349 

375 

REAL  ESTATE  LOANS  (9/30)  billions 

$397.0 

$396.0 

MONEY  SUPPLY,  M2  (9/28)  billions 


$3,419.1  $3,416.1r 


INITIAL  CLAIMS,  UNEMPLOYMENT  (9/26)  thous 


400 


424r 


Sources:  Stondord  &  Poor's,  Moodys,  Journal  of  Commerce  (index:  1980=100),  Dun  & 
street  (failures  of  large  companies).  Federal  Reserve  Board,  Labor  Dept  CIBCR  seasonally  a 
dato  on  business  failures  and  real  estate  loans 


MONTHLY  ECONOMIC  INDICATORS 


Latest 
month 

Month 
ogo 

%Cll 
yeoi 

BUSINESS  WEEK  PRODUCTION  INDEX  (Sepi ) 

183,0 

181, 8r 

BUSINESS  WEEK  LEADING  INDEX  (Sept) 

215  4 

214, 2r 

RETAIL  SALES  (Sept )  billions 

$1611 

$160, 7r 

PRODUCER  PRICE  INDEX  (Sept  )  finished  goods 

123.9 

123.5 

Sources:  BW,  CIBCR,  Census  Bureou,  BLS 

■:M!h/.VVil!Mr/V7T 


ilie 
npr 


FREE  RESERVES  (9/30) 


NONFINANCIAL  COMMERCIAL  PAPER  (9/30) 


136.7 


143.7 


Sources:  Federal  Reserve  Board  (in  billions,  except  for  free  reserves,  which  are  expressed 
two-week  period  in  millions) 


Sources:  London  Wednesday  final  setting,  Chicogo  market.  Commodity  Research  Bureau,  A^etols 
Week,  Kansas  City  market,  Memphis  market 


MONEY  MARKET  RATES 


latest 
week 


Week 
ogo 


FEDERAL  FUNDS  (io/i3) 


3.53% 


3.10% 


idif 


PRIME  (10/14) 


6  00 


6.00 


8.C  ^Ul 


COMMERCIAL  PAPER  3-MONTH  (io/i3) 


3  27 


3.14 


5.3 


CERTIFICATES  OF  DEPOSIT  3-MONTH  (io/i4) 


3  26 


3.1 1 


5.3 


EURODOLLAR  3-MONTH  (lo/io) 


3.10 


3.10 


5.3 


Sources:  Federal  Reserve  Board,  First  Boston 


*^Raw  date  in  the  production  indicators  are  seasonally  odjusted  in  computing  the  BW  index  (chart);  other  components  (estimated  ond  not  listed)  include  machinery  ond  defense  equipm: 
1  -  Western  Wood  Products  Assn.     2  =  Southern  Forest  Products  Assn      3  =  Free  market  value     NA  =  Not  available     r  =  revised     NM  =  Not  meaningful 
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How  Id 
communicate 

widi  people  in 

forerni  LAN& 


^oretically,  e-mail  was  supposed  to  bring 
ler  everyone  in  your  company— indeed, 
)ne  in  your  business  world. 
)ractice,  of  course,  the  task  of  adminis- 
;,  installing  and  servicing  multiple  e-mail 
IS,  often  running  on  incompatible  com- 
;,  sometimes  even  on  separate  LANs,  has 
n  to  be  as  arduous  as  this  sentence, 
with  Pacific  Bell  Connectionf  your  life 
e  a  lot  easier. 

nnection  is  a  family  of  services  that 
;  an  absolutely  transparent  bridge 
:en  different  e-mail  packages  installed 
Cerent  LANs— without  disrupting 
:urrent  environment, 
mection  supports  the  most  popular  e-mail 
ges— including  Novell  MHS-compatible 
cts,  Microsoft  Mail  and  Lotus  cc:Mail. 
Connection  includes  X.400  access,  it 

fic  Bell  Connection. 


lets  you  talk  to  most  public  e-mail  systems.  It 
lets  IBM  PCs  and  clones  talk  to  Macs,  and 
vice  versa.  So,  in  short,  it  lets  human  resources 
talk  to  accounting,  accounting  talk  to  mar- 
keting, and  marketing  talk  to  Peoria. 

And  Connection  does  all  this  with  no  hard- 
ware investment.  We  monitor  and  maintain  it 
24  hours  a  day  We  update  and  upgrade  it  con- 
tinually to  the  current  state  of  the  art.  We  make 
sure  it  fits  seamlessly  into  your  existing  LAN 
operation.  We  back  it  with  the  kind  of  service 
and  support  you'd  expect  from  Pacific  Bell. 
And  we  provide  it  at  a  cost  that  strains  belief 
So  if  you'd  like  to  have  your  belief  strained, 
call  us  at  1-800-540-8020  and  ask  about 
Connection.  Or  stop  by  and  see  us  at  InterOp 
(Booth  5579)  or  Networld  (Booth  4101). 

You'll  find  that  with  Connection,  there's  no 
such  thing  as  a  foreign  LANguage. 

PACIFICglSBELL. 

jnnection.  a  Tclesis^  Service,  is  a  registered  service  nurk  ot  Pacitic  Telesis  Product  names  herein  may  be  trademarks  and/or  regisrered  rrademarks  of  their  respective  companies.  ©1992  Pacific  Bell.  A  Pacific  Telesis  companv. 
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Blue  Shield  of  CalifornS 


Hard  As 


David  Class 


Working  Hard  and  Smart  Makes  David 
One  Of  Class  Termite  and  Pest 
Control's  Most  Valuable  Assets 


S 


11  companies  know  tlie  value  of  a  ti^  itlea. 
Like  DaviJ's  idea  to  set  up  a  termite  and  pest 
identification  center. 

Many  of  Class  Termite's  clients  want  to  know 
all  tkey  can  atout  wkat's  tugging'  tliem.  Witk 
tke  insect  musetun,  customers  can  accvu-ately 
identify  tke  creepy  culprit  from  a  line-up  of 
tke  usual  suspects.  Involvement  in  tke  process 
makes  tke  ckent  as  kappy  as  a  ku^  in  a  rug,  and 
enkances  Class  Termite's  reputation  for  strong 
customer  service. 

As  class  Termite  knows,  a  valuakle  resource  like 
David  deserves  a  quakty  kealtk  plan.  Especially 
in  times  like  tkese,  wken  tke  pressure  to  produce 
more  for  less  seems  greater  every  day. 


"our  termite 
and  pest 
display  helps 
us  identify 
exactly  what 


♦  Ue  Blue  SiveUUMO  IS  aval        m  most  of  California, 
ideas  l%at  Work  is  a  Service  Mark  of  Blue  ShieU  of  California. 


RKS  Every  Bit  As 


Working  Hard  and  Smart, 

Blue  Shield  of  California  Offers 

Health  Plans  for  Companies  of  all  Sizes. 

With  a  50  year  kistory  of  working  as  liard  as  tlie 
people  it  protects,  Blue  Sliield  of  California  offers 
kealtli  plans  for  companies  of  all  sizes  —  even  groups 
witK  as  few  as  two  employees. 

^(^tli  tlie  Blue  SkieU  Preferred  Plan,  employees  gain 
access  to  one  of  tke  state's  largest  provider  networks. 
And  witk  tke  Blue  Skield  HMO!  your  people  receive 
relia  kle  Blue  Skield  coverage  witk  no  deductikles,  and 
kttle  or  no  copayments. 

Botk  plans  —  ky  tkemselves  or  togetker  as  a  Dual  Opt  ion 
program  —  offer  a  wide  range  of  optional  kenefits  and 
kealtk  promotion  programs.  Plus,  we  ckallenge  any 
kealtk  plan  to  keat  our  commitment  to  service. 


TERMITE 

(WORKER ) 


/S^  LLl  TERMES 

GEN: TERM  I T IS 
SIZE:   J/ 4" 

Like  Class  Termite,  Blue  SiveU 
places  great  emphasis  on 
consumer  eJucation. 


FOR  MORE  Information  Call  Your  Broker 
OR  CALL  Blue  Shield  of  California 
AT  1-800-624-51  50,  EXT.  872. 


Blue  Shield  of  California 

ideas  That  V^rk  " 


m 


Blue  Shield 

of  California 


uuMUMprnmn 
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and  con  put  Mrs.  Bechen  into  anything  you  like. 


ScanMan. 

Better,  Faster  Documents. 


Don't  re-type  it-scan  it  directly  into  your  computer! 

ScanMan  "reads"  text  in  virtually  any  typeface, 

MVP 

and  pops  it  into  your  PC  faster  than  any  typist.  ililsL 
-f^^tS  Even  your  word  processing  softvi/are  won't  know 
'^^^  the  difference!  ScanMan  also  transfers  photos 
and  diagrams  into  documents  in  256  super  sharp  levels 
of  gray  M  it  comes  with  powerful  image  editing 
and  retouching  software.  Scon  large 
areas:  Logitech™  AutoStitch  soft- 
ware* automaticolly  and  seamlessly 


stitches  individual  scans  together.  ScanMan  can  l4™>;' 
handle  over  twice  the  area  a  flatbed  can  scan,  but  '-  '^U 
costs  a  third  of  the  price!  For  MS-DOS "  or  Windows.™ 
ScanMan  comes  in  two  highly-awarded  and  easy  to 

use  versions:  Model  256  with  Ocron  Perceive™ 
Personal  OCR  software  ($549  list)  for  Windows 
3.0  &  3.1;  and  Model  32  with  Logitech  CatchWord™ 
OCR  softwore(S359  list)  for  MS-DOS. 
They're  at  your  local  deoler,  [yw 
or  call  1-800-231-771Z 


Edit  them 
as  you  wish. 


Run  ScanMan 
over  text  or  images. 


Produce  better 
documents,  foster. 


fith  SconMon  Model  256  only, 
eicetve  is  o  tmdemaik  o(  Ocion  Corp 
mctks  ore  the  property  of  theit 
iwneis  Oui  thanks  ond  congiolulations  to 
sioll  Woldsctiloger  Bechen, 
'BS  in  8town  City,  Michtgon 
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Only  One  Slen eagles. 
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Some  tough  choices  await  you  when  you  stay  at  Gleneagles.  Do  you  head  for  the  historic 
King's  course  first?  Or  the  beautiful  Queen's? 

Or  do  you  forsake  them  both  m  favour  of  the  excellent  riding,  shooting  and  fishing? 

And  how  do  you  select  from  a  wine  list  containing  such  classics  as  Lafitc,  Petrus,  d'Yquem 
and  Domame  de  la  Romane'e-Contt? 

Perhaps  you  should  just  head  for  the  bar  and  savour  a  fine  single 
malt.  There  are  only  fifty-eight  to  choose  from!  One  thing's  certain.  You 
may  not  know  which  way  to  turn.  But  at  least  you  won't  look  back. 

Ring  Lynne  Paterson  on  0764  622?)  for  more  information  J]|N^J^^(jLgg 
and  a  brochure,  or  write  to  The  Clencagles  Hotel,  Auchterarder,  HOTEL 
Perthshire,  Scotland  PH]  iNF.  one  ot  'Th^lcadin^Hotels  of  thtfWorid* 


THE 


4G-CA 


Philippine  Airlines  Puts  Asia, 

Australia,  Europe,  And  America 


Right  In  The  Palm 

Of  Your  Hand. 


Across  vast  oceans  and  continents  we  fly  to  35  cities  all 
over  the  world.  Touching  each  and  every  one  with  an 
exceptional  warmth  and  hospitality  found  nowhere 
else.  And  bringing  them  all  within  your  reach. 


Philippine 
Airlines 


SHINING  THROU 
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REFORMING  SCHOOLS: 
WHAT  WILL  IT  TAKE? 


Your  article  "Saving  our  schools" 
(Cover  Story,  Sept.  14)  and  your  edi- 
torial ("U.  S.  Schools:  Shaking  up  is  hard 
to  do,"  Sept.  14)  made  good  points,  but  I 
fear  that  your  opinions  are  typical  of  a 
great  many  business  attitudes  that  may 
do  more  harm  than  good.  First,  you 
point  to  the  fact  that  school  administra- 
tive costs  "run  to  as  much  as"  507'^ — a 
very  hard  number  to  swallow — but  you 
fail  to  mention  that  national  averages 
for  administration  are  more  like  157. 
That's  very  competitive  with  the  man- 
agement costs  of  many 
businesses.  Also,  it  is  cor- 
rect and  meaningful  to 
point  out  the  rising  costs 
of  education,  but  isn't  it 
relevant  that  dropout 
rates  are  way  down  and 
many  new  special  educa- 
tion programs  have  been 
mandated? 

When  you  call  for  com- 
petition among  schools, 
you  ignore  the  conclusion 
of  your  own  article,  that 
"corporate-run  schools 
and  vouchers  amount  to 
elaborate  escape  routes 


BusinessWeek 


EDUCATION 


and  mandates  taken  priority  over  class- 
room teachers  and  teaching?  Is  u.SDA 
accounting  more  important  than  math, 
English,  or  geography? 

(3)  While  1  admire  the  various  contri- 
butions by  the  j)rivate  sector,  these  are 
usually  time-limited  and  in  .some  cases 
narrowly  focused.  Most  do  not  address 
the  structural  problems  of  education. 
Once  again,  we  need  to  focus  on  ac- 
countability. 

(4)  Finally,  during  the  1960s,  many 
professional  educators  discouraged  pa- 
rental involvement  in  the  learning  pro- 
cess. This  led  many  parents  to  believe 
that  they  had  no  role  in  public  education 
(other  than  money).  It  has  been  extreme- 
ly difficult  to  turn  this 
around  and  involve  the 
parents.  It  ?nust  be  done. 

Earle  D.  Cummings 
Statesboro,  Ga. 


for  a  lucky 
few."  Some  of  the  children  (mentioned  in 
your  article)  in  Brockton,  Mass.,  sit  40  to 
a  classroom.  They  are  paying  the  price 
for  your  suggestion  that  competition  will 
help  poor  schools  "face  the  conse- 
quences." 

David  H.  Mendelsohn 
Framingham,  Mass. 

Congratulations!  Great  report! 
Let  me  make  several  points: 

(1)  Why  do  we  allow  the  educational 
establishment  to  escape  accountability? 
We  elect  school  board  members  who  in 
turn  hire  professional  educators  to  pro- 
vide this  service  for  the  community. 
When  we  measure  the  results  produced 
by  this  service  and  find  it  deficient,  we 
complain  but  take  no  action. 

(2)  How  have  federal  and  state  pro- 
grams and  mandates  impacted  the  num- 
bers and  types  of  administrators  over 
the  past  30  years?  Have  these  programs 


The  article  was  almost 
excusively  about  the 
problems  of  K-12  public 
education.  Then  at  the 
end,  in  an  attempt  to  as- 
sert that  K-12  public  edu- 
cation is  also  very  expen- 
sive, the  authors  claim 
that  "the  U.  S.  spends 
7.5%'  of  GNP  on  educa- 
tion— second  highest  of  20  coun- 
tries .  . .  ."  This  statement  includes  high- 
er education.  The  correct  one  is  that 
expenditures  for  K-12  public  education 
have  dropped  from  4.27'  of  GNP  20  years 
ago  to  3.67  now,  which  now  ranks  the 
U.  S.  12th  among  16  developed  countries. 

James  M.  Rudolph 
Petoskey,  Mich. 

As  an  educator,  I  beg  the  American 
public  not  to  put  any  more  money 
into  education.  Please  understand  that 
the  only  alternative  to  the  profit  motive 
is  the  loss  motive.  Schools  must  be  run 
for  profit  to  be  excellent  and  inclusive. 
The  current  system  is  elitist,  socialist, 
and  run  for  loss.  This  is  a  systemic  prob- 
lem. If  you  give  schools  more  money, 
they  will  lose  more  money,  but  they  will 
not  educate.  We  must  move  to  privatize 
schools,  so  that  they  will  learn  mass 
marketing,  capitalism,  and  profits. 
While  vouchers  and  choice  seem  like 
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We  the  business  people  of  the  United  States  must 
act  now  to  meet  the  challenges  of  the  future. 
Reinventing  America,  the  fall  1992  bonus  issue  from 
Business  Week,  offers  thoughtful  solutions  and  illuminat- 
ing ideas  to  lead  the  way.  Issue  date:  October  23rd.   ■  •I'i-'i  fil^'Vi  a  L'-Z'A  !^ 

PROFIT  BY  IT 


Broad  Stripes  and  Bright  Ideas  Original  Sculpture  Commissioned  by  Business  Week. 


iini 


1992  McGraw-Hill,  Inc 


■■■■■■■■■■■■■■■■■■■■■■?ff 


13  i  i  [•!  >  !•!  [•!  C  Ttl  E  C  [•!  [•!  [•!  [•!  [•!  C  [•I«T«] 


Houston-based  Enron  Corporation,  a  fuels  eom- 
ny,  had  a  growing  need  for  color  copies  of  docu- 
^nts  like  charts  and  graphs  of  oil  and  gas  fields, 
t  was  concerned  about  the  cost.  Could  tliey  justify 
ving  their  own  color  copier?  So  Pauline  Hossley, 
pervisor  of  a  department  that  creates  three  million 
lages  a  month,  evaluated  the  cost-effectiveness 
d  performance  of  various  color  copiers.  TTiat's 
icrc  Kodak  helped. 


The  winner:  Kodak  ColorEdge  copier. 


The  answer  is  now  in  Enron  s  reproduction 
partment.  It  has  its 

n  high-speed  — - — —  ^ 
)dak  ColorEdge 
3ier-duplicator. 


NewKnIak 
Cstarb^AC 
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m  Kodak  solutions  lower  costs — 
thout  lowering  quality. 

no  problem  achieving  the  minimum  or  staying  in 
the  black:  monthly  volume  consistently  approaches 
5,000  copies,  and  is  growing  steadily  as  users  dis- 
cover the  benefits  of  communicaLing  in  color.  ''It's 
another  service  where  we  can  offer  higher  quality, 
lower  cost  and  faster  turnaround,"  said  Hossley. 


Slide  shows  you  can  hold  in  your  hand. 


Beyond  the  obvious  advan- 
tages of  charts  and  graphs  in 
color,  many  Enron  people  have 
discovered  the  idea  of  color 
hard  copies  of  slide  presenta- 
tions— a  summary  viewers  can 
refer  to  when  they  get  back  to 
their  offices.  To  this  end,  the 
Kodak  copier  accepts  an  entire 
tray  of  slides,  and  the  optional 
finisher  automati- 
cally collates 
sets  of 
copies. 
Color 
can  even 
be  added 
to  black- 
and-white 
originals,  using 
the  copier's  edit- 
ing station.  And  operators 
can  adjust  color  by  select- 
ing a  different  mix  of  pro- 
cess colors.  In  fact,  Enron's 
copier  has  a  special  mix  in  its  memory, 
specifically  to  match  the  company's  blue  logo. 
Kodak  has  other  imaging  solutions,  as  varied  as 
managing  documents  in  a  desert  war  to  organiz- 
ing the  world's  largest  credit  card  operation. 
To  see  how  Kodak  can  improve 
your  profile  in  business  imaging, 
call  1  800  445-6325,  Ext.  950L. 


tree  times  faster  than  any  other  color  copier,  the 
)  of  Kodak's  color  line  was  the  easy  winner  for 
;ed  and  productivitv;  Hossley  calculated  that  she 
aid  cost-justify  it  with  a  volume  of  2,000  copies  a 
3nth,  charging  just  80  cents  a  copy  ITicrc's  been 


The  future  of  document  management  can  be  digital 
ar  ^iical  or  both.  Kodak  is  already  there,  with  superb  copiers 
for  black-and-white,  color  and  accent  color. 

Today's  customers  want  suppliers  who  can  lead  them  to  tomorrow's 
more  integrated  document  imaging  system.  Kodak  delivers— 
with  copiers,  printers  and  systems  that  follow  a  "dual  path"  strategy 


to  put  you  on  the  leading  edge  while  retaining  your  investment 
in  current  technology.  To  see  how  Kodak  can  put  imaging  to  work 
for  your  business,  call  1  800  445-6325,  Ext.  950L 
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224  pagt<,  30  chart!', 
0-07-609334-2.  $24.95 

( Hardcover) 
0-07-009335-0.  $14.95 

( Paperback) 


UNLOCK  YOUR 
EXECUTIVE 
POTENTIAL 

Executive  education  programs  can  open  doors 
to  new  challenges  and  rewards — or  waste  your 
time  and  money.  But  this  unique  guide  to  today's 
vast  range  of  programs  from  the  experts  at  Business 
Week  helps  you  put  a  lock  on  success  with  com- 
plete rankings  of  the  20  "top  tier"  and  10  "second 
tier"  courses  ...  insightful  critiques  of  the  10  most 
innovative  and  creative  programs  ...  hardnosed 
evaluations  of  the  top  20  Executive  MBAs  ...  full 
rundowns  of  entrance  requirements,  costs,  and 
curricula  ...  and  much  more.  Get  your  copy  today. 
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good  alternatives  to  me,  they  still  ret 
the  main  problem  of  the  current  systfi, 
which  is  government  intrusion.  One  d'j 
I  hope  the  public  will  agree  that  the 
to  go  is  privatization,  and  then  we  n' 
be  able  to  have  a  serious  debate  at-i 
ways  of  changing  the  system  in  1 1 
direction. 

Krzysztof  Ostaszewj 
Louis  VI 

I am  amazed  that  no  mention  whatiT 
ever  was  given  the  second-larges 
and.  I  might  add,  most  success 
school  system  in  the  U.  S.,  the  Cathi 
parochial  system.  Presently,  we  in 
Milwaukee  diocese  alone  are  success: 
ly  educating  34.045  elementary  studei 
in  159  schools  and  7,178  high  school  s  is-'- 
dents  in  12  schools.  Over  22'*  of  1  !<^' 
pupils  are  non-Catholic.  Our  avera 
cost  per  pupil  is  Sl,694  in  the  elements 
schools  and  S.3,8.54  in  the  high  schoc 
All  this  at  no  cost  to  the  Americf 
taxpayer. 

.\lso.  your  author's  conclusion  is  unl 
.itvable:  "So  education  should  be  leftpe. ; 
the  professional  educators ..."  Seei 
to  me  that  this  is  the  real  crux  of 
problem — too  many  professional  edu( 
tors  who  know  too  little. 

John  J.  StollenwdrK 
Preside 

Allen-Edmonds  Shoe  Coi  _ 
Port  Washington,  W  - 

From  what  I  have  observed,  the  lali 
of  teachers  who  are  able  to  disciplil 
children  in  schools,  the  lack  of  disciplil' 
from  parents  at  home,  and  the  lack 
discipline  in  all  organizations  where  ch 
dren  are  concerned  is  the  biggest  pre. 
lem  we  face  today.  Without  disciplil  Eiif 
money,  buildings,  equipment,  and  an 
thing  else  will  not  solve  the  problem 
getting  children  to  learn, 

Doris  Demi 
Murfreesboro,  Tenpi: 

While  flitting  from  one  refer'- 
scheme  to  another,  all  of  whic 
to  be  sure,  have  some  good  points,  tlj . 
article  never  gets  to  the  basic  rights  ai  , 
obligations  essential  to  reform:  of  tl  ic  ^ 
student  to  learn;  of  the  parents  to  ove  t : 
see  their  children's  education;  of  tiig,: 
teacher  to  teach:  of  the  public  to  g  fv, 
educable  and  employable  graduates  pr  t - 
pared  for  adult  society;  and  of  paren  ■a 
to  be  helped  to  finance  this  goal.  r 

Parental  choice  is  the  only  reform  s( 
idly  based  on  these  fundamental  prin< 
pies,  and  the  article  dismissed  it  co; 
temptuously. 

Peter  L.  Dann«  b>. ; 
Professor  Emeriti 
Marquette  Universit '  ■■ 
Wauwatosa,  Wi  ^  ; 
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ECTIONS  &  ClARIFICATIONS 

5tory  "Smaller  but  wiser"  (Top 
views,  Oct.  12),  we  should  have 
t  Sears,  Roebuck  &  Co.  started, 
uired,  Allstate  Insurance  Cos. 

aeration  technology"  (Books, 
,  we  should  have  said  typos  in 
ter  Teleinsio7i  (W.  W.  Norton  & 
re  not  in  the  original  book  pub- 
v  Whittle  Communications. 


■ry  involved  in  Appleton  Catholic 
tion  System  (ACES),  a  parochial 
srgarten  to  eighth-grade  system 
ton.  Wis.  From  my  experience  I 
zinced  that  the  quality  of  our 
n\\\  improve  in  proportion  to  the 
Darents'  participation.  The  key  is 
1  way  to  get  parents  involved. 

Anthony  T.  Busch 
Appleton,  Wis. 

story  reminds  me  of  some  earli- 
3W  articles  about  businesses  no 
ble  to  increase  revenues  by  rais- 
es, customers  no  longer  accept- 

quality  products,  etf. 
ps  our  educational  thinking  is 
v'mg  beyond  that  generation  of 
rs  who  defined  themselves  in 
cetplace  by  a  hard-to-understand 
' — pay  excessive  prices,  overlook 
ity  products,  and  put  up  with 
ably  qualified  employees. 

people  still  believe  the  broad 
5  of  public  education  are  too  im- 
to  be  abandoned.  When  public 
show  their  willingness  to  im- 
'  undertaking  new  initiatives  and 
e  business  community  steps  up 
rtner,  it's  also  incumbent  upon 
and  students  to  step  out  of  their 

r. 

Herbert  M.  Effron 
Seattle 

amazed  to  read  Lamar  .41exan- 
statement  "...  we  shouldn't  tell 
just  because  it's  poor,  that  it 
ake  a  decision  about  where  its 
es  to  school."  I  haven't  seen  the 
dministration  express  the  same 
about  poor  families  having  the 
'  make  choices  in  health  care, 
,  or  day  care  for  young  children, 
he  poor  the  opportunity  to  make 
ices  in  these  areas  would  seem 
1  appropriate  policy  for  a  Presi- 
0  supports  "family  values." 

Michael  T.  Carr 
Toledo 


>  the  Editor  should  be  sent  to  Readers 
isiness  Week,  1221  Avenue  of  the  Ameri- 
York,  N.  Y.  10020.  Fox:  (212)  512-4464, 
7960,  Intl.  4998204.  All  letters  must  in- 
address  and  daytime  and  evening  tele- 
nbers.  We  reserve  the  right  to  edit  letters 
and  space. 
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"The  service 
mainly.  It's 
impeccable." 
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Member  in  Seoul,  Korea 


Earl  S  Moore.  Jr  -President  o(  Asia  Pacilic  Markeiing 

We're  pleased  that  a  good  and  growingjiumber  of  our  guests 
come  back  to  stay  with  us- 

Why?  As  Mr.  Moore  of  Asia  Pacific  Marketing,  explains, 
it's  the  "impeccable  service"  they  appreciate  most. 
"Discrete  and  unobtrusive."  in  Mr.  Moore's  words. 

While  the  reasons  vary  from  one  return  guest  to  the  next, 
they  all  share  an  uncompromising  taste  for  excellence. 

And  at  Lotte  they  find  excellence  in  service  and  facilities. 

Shouldn't  the  Lotte  be  your  hotel  in  Seoul? 


For  Retervatlom:  New  York:  (201)  944-1117.  Toll  Free  800-22  LOTTE,  LA  (310)  540-7010,  Toll  Free  800-24  LOTTE,  London  (071)  323-3712/4 
Hotel  Lone:  C  PO,  Bo«  3500  Seoul.  Tel;  (02)  771-1000,  Telex  LOTTEHO  K23533/4,  Fax:  (02)  752-3758.  Cable  HOTELCfTTE 
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formaldehyde. 
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If  you  total  it  all  up, 
Day  Runner  personal 
organizers  offer 

people  a  GREATER  COM- 
BINATION OF  STYLES, 
SIZES,  AND  TYPES  OF 
REFILLS  THAN  ANY 
OTHER    SOLD    IN  RETAIL 

STORES.  Making  them 

THE  BEST  PLACE  TO  KEEP 
TRACK  OF  ALL  YOUR 
THOUGHTS,  PLANS,  BIG 
IDEAS,     AND     GAS  RE- 

CEiPTS.  Because,  let's 

FACE  IT,  your  BRAIN  HAS 
BETTER  THINGS  TO  DO. 


(Day  Runner.) 


The  Human 
hrain  in  burgundy 
calpkin. 


PERSONAL  ORGAN  IZERS 

Al  office proiuct,  department,  ami .ipecuzlty  .4ore.<.  SOO  6J5- 5 CanaJa,  800  668-^ j7\  ©1992.  Day  Runner.  Inc. 
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3E:  HOW  JACK  WELCH  REVIVED  AN  AMERICAN  INSTITUTION 

Slater 

ne  Irwin  •  295pp  •  $24.95 

JACK  WEICH 
9UGHT  GE  TO  LIFE 

not  only  would  he  be  ge's  youngest 
chairman  ever,  but  he  seemed  too  rough 
around  the  edges  for  the  buttoned-down 
atmosphere   at  ge's   Fairfield  (Conn.) 
complex.  Two  factors  helped:  his  techni- 
cal background  (a  PhD  in  chemical  engi- 
neering) and  his  appreciation  for  the  rise 
of  global  competition. 

Welch  also  knew  how  to  make  busi- 
nesses grow.  As  a  technician,  young 
Welch  and  his  team  found  that  adding 
polystyrene  to  a  hard-to-form  polymer 
would  make  a  plastic  that  was  easily 
shaped  and  commercially  viable.  That 
product,  Noryl,  was  a  breakthrough  in 
using  plastic  to  replace  metals  in  auto- 
motive and  industrial  applications.  Plas- 
tics, a  $40  million-a-year  unit  in  1968,  is  a 
$5  billion  one  today. 

Such  entrepreneurial  fire  stood  Welch 
in  good  stead  as  he  moved  up  the  ladder, 
boosting  the  performance  of  the  medical- 
technology  unit  and  switching  GE's  fi- 
nance arm  from  its  dependence  on  equip- 
ment financing   toward   more  sophis- 
ticated and  profitable  services. 

Also,  Welch  was  always  tough,  having 
grown   up  working-class   in  Peabody, 
Mass.,  where  he  roughhoused  with 
friends  in  a  rock  formation  they  called 
The  Pit.  Welch  recalls  that  fights  were 

laps  no  other  chief  executive 
:icer  is  more  celebrated — some 
3uld  add  feared — than  John 
A^elch  Jr.  The  name  of  the  Gen- 
ctric  Co.  chairman  routinely 
its  of  the  best,  the  toughest,  the 
bosses  in  Corporate  America. 
)ver  a  decade.  Jack  Welch  has 
ned  the  GE  bureaucracy,  with 
or  systems  and  planning,  into  a 
impetitive,  even  nimble,  $60  bil- 
ir  growth  machine.  While  the 
s  of  attendant  layoffs  haven't 
>y  to  watch,  sales  and  profits 
idily  doubled  in  those  10  years, 
then,  is  Jack  Welch?  And  how 
0  it?  Those  are  questions  that 
Time  writer  Robert  Slater  an- 
The  New  GE:  How  Jack  Welch 
an  American  histitution. 
m  just  a  lively  rehash.  The  New 

GK  benefits  from  four  interviews  with 
Welch  on  why  he  ignored  the  old  wis- 
dom that  if  it  ain't  broke,  don't  fix  it. 

Back  in  the  1970s,  what  Welch  saw  as 
Reginald  Jones's  would-be  successor 
was  a  shiny,  prosperous-looking  facade 
hiding  some  rather  rusty  pipes.  Under 
Jones,  GE  had  become  a  sprawling,  diver- 
sified company  with  annual  profits  sur- 
passing $1  billion.  But  many  of  ge's 
businesses  were  either  growing  too 
slowly  or  not  at  all,  and  the  company 
was  saddled  with  a  plodding  culture  that 
thwarted  fresh  thinking.  Welch's  pro- 
posed remedy  was  a  streamlining  of  GE 
into  a  dozen  or  so  high-growth  units. 
Later,  levels  of  management  would  be 
chopped,  "speed  bumps"  between  func- 
tions flattened. 

For  all  Welch's  vision.  Slater  notes,  he 
was  an  improbable  choice  for  CEO.  At  45, 

V^edidrit 
start  the  PC 

price  war. 

Price  isn't  everything.) 
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DMR  understands  that  business  drives  technology. 

That's  why  we  are  known  for  effecting  the  kind  of 
sensible  evolution  to  flexible,  practical  and  viable 
systems  that  make  businesses  hum.  It's  why  we  haj 
become  one  of  the  foremost  international  providersl 
of  information  technology  services  to  business  and| 
public  enterprise.  We  focus  on  strategy,  architectui 
productivity  and  the  benefits  associated  with  aligni^ 
information  technology  with  business  needs.  We 
deliver  innovative  solutions  that  emphasize  standarc 
based  and  open  technology  environments.  We  stre^ 
knowledge,  skills  and  technology  transfer  for  the 
world.  DMR:  the  seasoned,  practical  partners  in  EraM 
IT  evolution...  the  experts  with  the  down-to-earth 
solutions. 


When  know-how  counts 
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■  of  life."  A  former 
c  told  Slater:  "You 
say  hello  to  Jack 
t  it  being  confron- 
1.  If  you  don't  want 
up  to  Jack  toe-to- 
lly-to-belly, and  ar- 
ur  point,  he  doesn't 
ny  use  for  you." 
h  expresses  little 
at  all  the  upheaval 
ated.  In  fact,  he 
ts  to  Slater  that  he 
ive  moved  too  cau- 
'.  For  example, 
wanted  to  get  GK 
od  and  pharmaceu- 
but  couldn't  find 
deals.  Even  so, 
3  GE  stands  apart 
)ther  corporate  behemoths,  ge's 
980s  life  crisis — spurred  by 
-may  have  spared  it  the  ignomi- 
at  have  befallen  IBM  and  General 

some  of  Wt^lch's  ideas  have 
1  less  than  1,000-kilowatt.  He 
ed  badly  with  nis  purchase  of  the 
,  Peabody  &  Co.  investment  firm 
1  the  buy  may  yet  prove  astute), 
ending  NBC  Inc.  into  the  GE  cul- 


elch  expresses  f 
little  regret  over  the  If 
upheaval  at  GE—and 
suggests  he  may  have  ^| 
moved  too  cautiously 


ture  has  been  anything  but  smooth. 
From  the  start,  in  1985,  Welch  treated 
the  network  like  any  other  GE  division. 
NBC  might  throw  off  lots  of  cash,  but 
why,  the  bean-counters  in  Connecticut 
wondered,  did  an  NBC  finance  drone  get 
paid  twice  what  the  post  might  pay  in 
Jet  Engines,  and  why  couldn't  NBC  News 
even  come  up  with  a  budget  plan? 

No,  Welch  could  never  be  accused  of 
being  sentimental.  Asked  by  Slater 


about  the  1984  sale  of 
ge's  venerable  house- 
wares unit — a  move  la- 
mented by  old  GE  hands — 
Welch  replied  bluntly:  "In 
the  21st  century,  would 
you  rather  be  in  toasters 
or  CT-scanners?" 

He  may  well  be  around 
to  see  if  he  was  right.  At 
56,  Welch  is  still  a  decade 
shy  of  retirement.  Much 
of  his  time  these  days  is 
spent  planning  a  cultural 
revolution  to  spur  creativ- 
ity among  GE  workers 
that  could  prove  even 
longer-lasting  than  the 
one  Slater  documents. 
This  transformation 
probably  won't  be  easy  to  watch,  either. 
Already,  one  of  Welch's  favorite  ways  to 
prod  workers  is  to  engage  them  in  one- 
on-one,  no-holds-barred  dialogue  at  the 
company's  training  center  in  Crotonville, 
N.  Y.  The  name  of  the  forum  in  which 
such  professional  combat  takes  place? 
The  Pit. 

BY  TIM  SMART 

Smart  i.^  chief  of  BUSINESS  WEEK'S  Con- 
necticut bureau. 
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486N  Specifications  •  32-bit  Intel  SX,  DX  anil  I)X2  procossors  at 
25,  -.tS,  50  and  66  MHz.  •  4  Mf?  RAM,  expandable  to  4H  MB  •  Local 
bus  integrated  Ultra  VGA  •  Video  with  graphics  accelerators  • 
85-430  MB  hard  drive  •  3.5"  floppy  drive  •  Three  16-bit  expansion 
slots  •  R(  )M-based  internal  diagno.stic  and  .system  guide  • 
Integrated  Fla.sh  BK)S  and  boot-ROM  •  Multilevel  hardware 
security  •  C'hip-upgradable 

•SutwestPd  I'  S  lisl  prices  fur  HP  48fi ^i.^'iN  aiid  HI'  4K(i  :i:!N  Mmlel  1  V<  s  Monitiir  not  indudcd  tPrcs.v  1  for  HP  FirM,  reference  [Kjcunierl  1D«.!1(I,  fi31l,  K)13  Micro-'infl  i: 
iirMicnjsiifl  ('orxjorBtlDn  Windiiws :!  1  is  a  pnHluct  of  Microsoft  Corporation  The  Int/'l  Inside  lo|{o  is  a  U  .S  trademark  of  Intel  Corporation    C  IHH2  Hewlett  Packard  Company  PPG-656 
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^'s  new  low-priced  PCs  don't  surrender  features. 


cheap  PCs  don't  stand  a 
e.  Hewlett-Packard  has  intro- 
486  models  starting  at  under 
).*  With  prices  of  our  entire  line 
486  and  386  PCs  down  as  much 
)  in  the  last  9  months. 

ir  low  prices  have  not  come  at 
pense  of  quality,  performance 
features  you  want. 

eam  through  those  high- 
■ed  Microsoft*  Windows  and 
jrojects,  our  revolutionary 
)us  technology  and  fast  graphics 
■rators  really  fly.  And,  with 


true  multivendor  compatibility, 
HP  PCs  fit  easily  into  your  computer 
environment. 

We've  also  made  big  advances  on  the 
networking  ft'ont.  Many  models  come 
with  preinstalled  network  interface 
cards  and  boot-ROMs.  And,  of  course, 
HP  PCs  are  fully  tested  and  certified 
with  all  the  major  NOSes. 

Our  security  features  are  so  conveni- 
ent people  actually  use  them.  And  our 
486  desktop  PCs  are  chip-upgradable. 
So  you  can  count  on  always  having 
the  latest  and  greatest. 


All  this  for  as  little  as  $1,200!  And 
for  a  few  hundred  dollars  more,  we'll 
throw  in  a  hard  drive  with  pre- 
installed DOS  5.0,  Windows  3.1 
and  a  mouse. 

To  be  a  winner  in  the  price  wars, 
call  1-800-752-0900,  Ext.  7094  for 

your  nearest  HP  PC  dealer.  Or  call 
1-800-333-1917  fi-om  your  fax  hand- 
set for  immediate  details.^  Then 
start  calling  the  shots. 


HEWLETT 
PACKARD 
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AN  ECONOMIC  BATTLE  PLAN 
THAT  DOESN'T  REQUIRE  A  WAR 


BY  ROBERT  KUHNER 


For  a  real 

turnaround,  we  need 
a  full  program 
of  substantial 
public  investment, 
like  the  one 
FDR  used 
so  boldly 

— and  successfully 


■ieri  kuttner  is  co-editor  of  the 
,er;c-  m  prospect  and  author 
'mf  end  of  [aissez-faire 


Last  month  in  this  space,  I  invoked  World 
War  II,  which  ended  a  decade-long  De- 
pression and  ushei'ed  in  a  generation  of 
high  growth.  The  war  was  simultaneously  a 
demand  stimulus,  a  supply-side  I'ecapitaliza- 
tion  of  industry,  a  technology  policy,  and  a 
retraining-and-reemployment  investment— as 
well  as  a  military  victory.  But  are  such  bene- 
fits attainable  without  a  war? 

Many  economists  now  agree  that  despite 
the  deficit,  this  recession  justifies  temporary 
fiscal  stimulus.  This  emerging  consensus  repre- 
sents progress  over  the  deficit-reduction-«6er- 
Alles  view,  but  fiscal  stimulus  is  only  half  the 
story.  We  had  plenty  of  fiscal  stimulus— tax 
cuts,  high  deficits— throughout  the  1980s.  But 
big  tax  cuts  and  the  deficits  they  created 
tailed  to  boost  private  savings  and  invest- 
ment. Instead,  they  financed  private  consump- 
tion. The  Reagan  program  also  drastically  re- 
duced pul)lic  investment.  Conse(iuently,  the 
economy  is  suffering  from  a  severe  shortage  of 
public  and  private  investment.  And  in  a  stag- 
nant, structurally  weak  economy,  private  in- 
vestment is  not  about  to  lead  a  recovery. 

Thus,  the  key  cjuestion  for  a  stimulus  pack- 
age is  not  just  the  size  or  timing  of  new  pub- 
lic borrowing,  but  rather  what  that  borrowing 
buys.  Fiscal  stimulus  should  not  be  used  to 
boost  demand  but  to  increase  investment. 
Hei-e's  my  fiscal-e(iuivalent-of-war  program: 

■  Capital  budgeting.  If  pul)lic  investment  is 
to  lead  gi'owth,  the  federal  Ixidget  must  distin- 
guish current  outlay  from  long-term  capital 
outlay.  As  a  rule,  current  spending  should  be 
equal  to  current  revenue  over  the  business 
cycle.  Capital  outlay  can  legitimately  rely  on 
long-term  borrowing,  just  as  businesses,  local 
governments,  and  households  bori'ow  to  ac- 
(juire  long-lived  assets. 

■  Public  works.  Basic  public-infrastructure 
spending  declined  from  2.3%  of  gross  national 
pi-oduct  in  im)  to  0.7%  in  1990.  That's  e(iual 
to  a  cui'rent  amiual  shortfall  of  about  $90  bil- 
lion. Fedei'al  borrowing  should  be  used  to  sup- 
l)ort  emergency  public-works  spending  of  that 
order  of  magnitude.  For  the  long  term,  we 
need  a  permanent  program  of  standliy  public- 
works  spending.  Local  and  state  governments 
could  preapi)rove  projects,  for  which  funds 
woulfl  be  released  during  recessions. 

■  R&D  spending.  For  half  a  centur.\'.  mili- 
tary outlays  have  helped  drive  advanced  tech- 
nology, ci'eating  commercial  benefits  in  indus- 
tries ranging  from  aii'craft  to  semiconductors. 
As  military  spending  dwindles,  we  need  a  ci- 
vilian equivalent:  industrial  use  of  national  la- 
boi-atories,  research  consortiums  modeled  on 
Sematech  Inc.,  enlargement  of  the  embryonic 
programs  of  industrial  diffusion  at  the  Com- 


mei'ce  Dept.,  and  targeted  R&D  and  inv 
nient  tax  credits. 

■  Capital  projects.  Many  infrastructure 
jects  make  good  policy  sense  on  their  ov 
and  promote  innovation  that  can  increase 
ductivity  and  competitiveness.  These  ind 
an  optic-fiber  telephone  grid,  a  high-speed 
network,  renewable-energy  developm.ent, 
upgrading  water  and  sewer  systems. 

■  A  new  Reconstruction  Finance  Corp.  I 
ing  the  Depression  and  World  War  II 
RFC  used  government  borrowing  to  help  re 
italize  industry  and  the  banking  syst 
Today,  the  Federal  Deposit  Insurance  C 
and  Resolution  Ti'ust  Corp.  are  purnpin! 
hundreds  of  billions  of  dollars— but  as 
dation  agencies.  It  would  be  more  sensibl 
set  up  a  new  agency  with  a  new  mission:| 
capitalizing  and  restructuring  banks  and 
mot  ing  economic  development,  rather 
the  present  course  of  constricting  bank  ca 
shooting  the  wounded,  and  sponsoring 
sales  that  further  depress  asset  values. 

■  Lew  interest  rates.  Unfortunately,  incr© 
public  l)orrowing  and  restored  growth 
gest  to  the  Federal  Reserve  the  scent  of  i 
nent  inflation.  The  Fed  typically  reacts! 
tightening  money  and  short-circuiting  recov 
But  the  economy  desperately  needs  low  in 
est  rates,  and  there  are  better  ways  to  fi 
inflation  than  starving  the  economy  of  ere 

During  World  War  II,  President  Roose' 
had  an  understanding  with  Fed  Chairman  I\ 
riner  S.  Eccles  that  long-term  rates  woulc 
kept  to  2%%.  During  the  war,  inflation 
kept  in  check  through  a  variety  of  controls 
milder  peacetime  alternative  would  be  an 
comes  policy  that  holds  pay  increases  to 
rate  of  productivity  growth,  along  with  cr 
guidance  that  discourages  speculative  use, 
capital.  Just  as  the  World  War  II  recov 
was  financed  partly  hy  war  Ixinds,  public 
vestment  today  could  be  financed  l\v  inflat 
indexed  recovery  bonds  that  pay  a  real  ret 
of  8%.  This  could  help  do  away  with  the  "it 
tion  i)remium"  that  money  markets  are 
rently  charging  in  order  to  lend  long.  A  1 
interest,  low-inflation  compact  could  ! 
include  deficit-reducing  surtaxes  to  be  t 
gered  when  high  growth  rates  return. 

Conservative  economics  invariably  rej( 
the  pul)lic-investment  cure  on  the  ground; 
allocative  inefficiency:  Bureaucrats  can't  i 
cate  capital  more  wisely  than  the  marketpl 
That  argument  might  make  sense  during 
l^eriofl  of  high  growth  and  full  employmi 
But  in  a  chronic  slump,  imperfectly  alloca 
investment  is  better  than  none.  It's  a  sh 
that  it  takes  a  depression  or  a  war  befor 
pul)lic-investment  strategy  seems  mainstres 
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"If  our  copiers  are  working, 
our  people  are  working." 


le  performance  of  your 
igh-volume  copying  systems  is 
to  the  productivity  of  your 
lization. 

rhat  s  why  we're  proud  to 
The  Corporate  Line  of  highly 
uctive  high-volume  copying 
ms— copiers  uniquely 
ed  for  the  demands  of  companies  like  yours, 
rhe  Corporate  Line,  featuring  the  NP  9800  and  our 
NP  6060,  was  designed  for  durability  day  in  and  day 
These  copiers  take  productivity  beyond  delivering  more 


THE  CORPORATE  LINE 


copies  per  minute.  With  fast  first  copy 
speeds  so  your  people  spend  less  time 
completing  short  runs.  Sophisticated 
document  handling  and  finishing  capa- 
bilities for  complete  stapled  sets  at 
the  touch  of  a  button.  And  innovations 
like  the  largest  paper  capacities  in  the 
industry  so  your  people  spend  less  time 
at  the  copier,  and  more  time  working. 

The  Corporate  Line,  from  Canon.  For  ten  years, 
Americas  |1  copier  company.  And  now  the  new  power  in 
high-volume  copying.  Call  1-800-OK-CANON. 


^anon  U.S.A.,  inc. 


Canon 


What  if  finance  cuts  your  furniture  budget? 


PREMISE  exeaitive 
work  station 


Buying  new  office  furniture  on  a  down- 
sized budget  can  leave  you  with  the  uncomfortable 
feeling  that  somethings,  well . . .  missing. 

Like  real  quality.  Durability.  Simplicity. 
And  the  extra  conveniences  that  make  people  more 
productive.  These  days,  who  can  afford  them? 

Actually,  almost  anyone  can. 

Because  Haworths  new  PREMISE™  of- 
fice furniture  gives  you  the  extras  built  in.  Without 
the  expense  added  on. 

Which  makes  life  beautifully  simple. 

You  can  see  PRP^MISFl  quality  in  the 
details.  Like  flush-fitting  work  surfaces.  Precisely 
aligned  drawers.  Interlocking  panel  trim.  And  the 
long  list  of  standard  features  includes  desk  height 
power  access  and  lay-in  rahic  miiiinti;. 


What  else  comes  standard?  Haworth  s 
10-year  warranty.  And  since  PREMISE  includes 
both  systems  and  freestanding  furniture,  vou  can't 
outgrow  it.  Its  simple  design  adapts  easily  to  your 
changing  needs  for  open  plan  and  private  offices. 

But  that's  only  half  the  story.  Find  out 
more  about  the  extra  value  built  into  PREMISE. 

The  new  office  furniture  that  lets  you 
cut  costs  without  cutting  corners. 

Call  Laura  Cramer  at  1-800-344-2000. 


HAWORTH  WORKS  FOR  BUSINESS. 
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BY  GENE  KORETZ 


NEW  HOME  SALES 
ARE  STRONGER 
THAN  THEY  lOOK 


AllhouKh  .siny;le-family  housing  starts 
posted  a  healthy  8.5%  gain  in  Au- 
gust, many  experts  believe  the  sharp 
6.1%  decline  in  new-home  sales  in  the 
same  month  suggests  that  i'oui'th-(iuarter 
starts  will  still  be  relatively  weak.  But 
economist  Mark  Lasky  of  DRl/McGraw- 
Hill  points  out  that  over  the  past  year, 
monthly  new-home  sales  have  been  con- 
sistently revised  upward. 

From  October,  1991,  to  May,  1992, 
preliminary  reports  of  new-home  sales 
showed  an  average  monthly  decline  of 
1.7%.,  for  a  cumulative  drop  of  13%.  But 
the  final  numl)ers,  after  three  revisions, 
indicate  that  new-home  sales  actually 
rose  14%  over  the  eight-month  period. 

The  reason  for  the  downward  bias  in 
the  preliminary  reports,  says  Lasky,  is 
that  sales  of  homes  not  yet  started 
ai-en't  counted  l)y  the  government  until 
a  permit  is  issued— and  such  sales  have 
been  rising  as  a  percent  of  total  sales.  In 
other  words,  a  sale  of  a  home  to  lie 
built  doesn't  immediately  wind  up  in  the 
government's  data  if  the  Ixiilder  waits 
until  the  deal  is  signed  and  sealed  before 
ajiplying  for  a  l)uilding  permit.  And  in 
today's  recessionary  climate,  more  and 
more  builders  are  doing  just  that. 

Until  the  Census  Bureau  makes  an 
adjustment  for  this  new,  cautious  build- 
ing environment,  says  Lasky,  prelimi- 
nary reports  of  new-home  sales  will  tend 
to  understate  the  true  level  of  sales. 
And  that  suggests  that  fourth-quarter 
housing  starts  may  prove  to  be  a  lot 
stronger  than  recent  weak  sales  num- 
bers im|)lv. 


IS  INDUSTRY  TAKING 
A  PAUSE 

THAT  DEPRESSES? 


es  rose  sharply  early  in  the  year,  began 
to  trend  down  in  July  and  August,  then 
moved  to  new  highs  in  mid-September, 
leading  some  economists  to  speculate 
that  the  economy  might  finally  be  pick- 
ing up  steam.  But  in  recent  weeks,  they 
have  been  dropping  at  a  heady  rate.  By 
the  end  of  the  first  week  in  October, 
both  the  Journal  of  Commerce's  industri- 
al-price index  (chart)  and  the  Commodity 
Research  Bureau's  spot-price  index  of 
13  industrial  raw  materials  were  at  six- 
month  lows. 

Carson  attril>utes  the  runups  in  Sep- 


The  consensus  among  economic  ob- 
servers is  that  business  activity  is 
continuing  to  gain  ground,  albeit  at  a 
sluggish  pace.  But  economist  Joseph  Car- 
son of  Dean  Witter  Reynolds  Inc.  thinks 
the  situation  may  be  more  precarious 
than  observers  appreciate.  "While  con- 
sumption is  at  least  holding  up,"  he  says, 
"there  are  ominous  signs  that  the  in- 
-lusti'ial  sector  is  slowing  sharply." 

The  most  glaring  warning  signal  is 
the  behavior  of  industrial  commodity 
prices,  one  of  the  most  sensitive  leading 
indicators  of  liusiness  activity.  Such  pric- 


MATERIALS  PRICES 
ARE  HEADING  SOUTH 
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tember  to  the  initial  influence  of  Hurri- 
cane Andrew  and  some  other  "tempo- 
rary factors,"  such  as  a  lead  strike  in 
Peru.  As  evidence  that  the  latest  down- 
draft  in  materials  prices  is  more  mean- 
ingful, he  points  to  a  two-week  decline  in 
railroad-car  loadings  of  industrial  waste 
and  scrap  in  late  Septeml)er— the  first 
time  in  a  year  that  this  series  has  sh(iwn 
any  weakness.  And  he  notes  that  after 
factory  orders  and  shipments  posted 
hefty  declines  in  August,  both  the  man- 
ufacturing workweek  and  overtime  hours 
contracted  sharply  in  September. 

As  Carson  sees  it,  manufacturers  are 
being  Ixiffeted  by  a  sharp  slowdown  in 
export  orders  caused  by  recessionary 
conditions  overseas,  the  currency  tur- 
moil in  Europe,  and  concerns  about  the 
Presidential  election.  "Uncertainty  is  the 
enemy  of  business,"  he  says,  "and  right 
now,  all  of  these  developments  are  mak- 
ing managers  especially  cautious." 

The  positive  aspect  of  this  situation, 
says  Carson,  is  that  it  could  turn  around 
quickly.  "Once  the  election  is  over— as- 
suming the  monetary  crisis  is  resolved- 
business  and  consumer  confidence  could 
well  rebound."  The  risk,  he  notes,  is 
that  so  many  companies  will  put  their 
production  and  investment  plans  on  hold 
that  the  cumulative  effect  will  l)e  to  tip 
the  economy  back  into  recession. 


THE  FED  MAY  BE 
FACING  A 

NO-WIN  SITUATION 


Damned  if  you  do,  and  damned  i; 
don't.  When  the  Federal  Res 
frustrated  expectations  and  faile 
push  interest  rates  down  again  in 
October,  both  the  stock  and  bond 
kets  reacted  negatively.  After  which 
Chairman  Alan  Greenspan  went  oi 
his  way  to  announce  that  further 
ease  before  the  election  was  still  a 
tinct  possibility. 

The  problem,  however,  is  that  a 
move  now  might  well  roil  the  mai 
even  more.  In  the  whole  postwar  i)fcfe 
reports  portfolio  strategist  Gret 
Smith  of  Prudential  Securities  Inr.l 
Fed  has  never  eased  in  the  monti! 
fore  an  election.  Thus,  breaking  i 
precedent  might  not  only  spark  ( 
cism  that  the  Fed  was  bowing  to  p 
cal  pressures,  but  could  also  lead 
markets  to  conclude  that  the  ecor 
was  indeed  in  worse  condition  than  | 
erally  believed. 

In  such  a  situation,  says  Smith, 
stock  market  could  weaken  further, 
the  bond  market  might  react  to  th< 
pectation  that  the  next  Administn 
will  resort  to  fiscal  stimulus,  regan 
of  who  wins  the  election. 


CONSUMER  SPENDING 
HEADS  FOR 
THE  HIGH  END 


ousing  starts  and  motor-veh 
sales  are  both  stronger  than  Ir 
seem,  claims  economist  Edward 
Hyman  of  International  Strategy 
vestment  Group  Inc.  The  reason:  "fe' 
pie  have  been  buying  more  expend 
homes  and  cars."  Dividing  real  resi(t 
tial-construction  outlays  by  houii 
starts,  Hyman  calculates  that  the  i 
value  of  the  average  start  has  risei" 
about  65%  since  it  began  a  sharp 
trend  in  late  1983.  Similarly,  divic 
real  consumer  spending  on  motor  v- 
cles  l)y  unit  sales  indicates  that  the  at 
age  new  vehicle  is  now  worth  30%^  nt 
in  real  terms  than  it  was  a  decade  ;i 
To  be  sure,  the  average  real  value| 
both  housing  starts  and  motor  vehis 
(cars  and  light  trucks)  fell  in  199(1  ';: 
are  now  appreciably  below  their  pra 
cession  peaks.  But  Hyman  points? 
that  their  downward  corrections  ent 
in  1991,  and  that  the  real  values  of  U 
housing  starts  and  vehicles  have  beej. 
an  upward  trend  for  about  a  year. 
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n  100  countries, 
business  turns  to  Unisys 
to  help  the  wheels  of 
business  turn. 


Tie  people  believe  business 
!  world  go  round.  But  who 
ness  go  round? 
r  thousands  of  companies 
■nments  around  the  world, 
r  is  Unisys. 

e  hundred  forty  airlines  rely 
5  information  systems  for 
departure  control,  and  flight 

er  80%  of  the  world's  largest 
luding  nine  of  America's  top 
very  one  of  Japan's  top  ten, 
Dur  systems  for  branch  auto- 
leck  processing,  funds  trans- 
ore. 

r  the  United  States  alone. 


our  systems  help  connect  85%  of  all 
phone  calls.  Telecommunications  com- 
panies across  the  globe  turn  to  us  for 
revenue-generating  enhanced  services. 

And  in  the  business  of  govern- 
ment, over  1,600  government  agencies 
worldwide  depend  on  Unisys  compu- 
ters for  domestic  and  international 
operations. 

There  is  a  term  for  all  this: 
mission  critical.  Solutions  without 
which  a  business  cannot  do  business. 
Sixty  thousand  customers  in  100  coun- 

UNISYS 

We  make  it  happen. 


tries  recognize  Unisys  as  a  leader  at 
delivering  mission-critical  solutions. 
And  as  a  pioneer  at  delivering  them  on 
open  information  networi^s. 

Our  customers  choose  us  not 
only  for  the  strength  of  our  technology, 
but  also  for  our  ability  to  apply  it 
through  a  careful  understanding  of 
their  industries.  And  whatever  their 
industries,  they  know  us  for  the  depth 
of  our  commitment  to  providing  the 
services  behind  the  systems. 

Now  it's  your  turn.  Call  us  at 
1-800-448-1424,  ext.  180.  Ask  how  the 
advanced  solutions  and  dedicated  peo- 
ple of  Unisys  can  help  your  business 
shift  into  a  higher  gear. 
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BY  JAMES  C.  COOPER  AND  KATHLEEN  MADIGAN 


fES  MIGHT  STAY  DOWN 
MATTER  WHO  WINS 


irest-rate  forecastiiii^  is  serious  lousiness.  Wall 
■eeters  know  all  too  well  that  one  bad  play  can 
;t  a  bundle,  even  in  relatively  calm  times.  Right 
iie  stakes  are  particularly  high  amid  uncertainties 
nding  the  U.  S.  Presidential  election  and  the  break- 
of  the  European  currency  agreements.  On  Main 
decisions  by  individual  investors,  home  buyers,  and 
retirees  hang  in  the  balance, 
road  terms,  the  bottom  line  is  that  pressure  on 
;t  rates  remains  downward.  That's  true  for  both 
erm  and  long-term  rates.  And  it's  likely  to  remain 
I  to  1993— regardless  of  who  wins  the  election.  The 
s:  The  economy  is  sluggish  and  likely  to  stay  that 
nd  the  inflation  outlook  is  the  best  in  decades. 

The  data  keep  driving  those 
points  home.  Retail  sales  rose 
0.3%  in  September,  but  the  slim 
gain  followed  no  gi"owth  in  Au- 
gust. Building-materials  and  fur- 
niture stores  posted  strong  sales, 
but  that  partly  reflected  rebuild- 
ing efforts  after  Hurricane  An- 
drew rather  than  fundamental 
strength. 

Receipts  at  department  and 
clothing  stores  also  rose  last 


ilL  SALES  GAIN 
ME  GROUND 
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,  indicating  that  consumers  are  still  lending  at  least 
ate  support  to  the  economy  (chart).  But  with  no 
:'  improvement  in  the  labor  markets,  shoppers  will 
d-pressed  in  the  fourth  quarter  to  maintain  their 
luarter  pace  of  spending. 

or  inflation,  producer  prices  in  September  showed 
t  of  upward  pressure  in  either  finished-goods  pro- 
n  or  at  earlier  stages  of  processing.  The  producer 
ndex  rose  0.3%  last  month,  and  excluding  food  and 
^  the  core  rate  was  up  only  0.2%.  The  yearly  core 
jntinues  to  slide  lower,  a  sign  of  the  abatement  of 
pressures  in  the  industrial  sector  (chart). 

ITICS  Three  myths  make  the  outlook  for  rates  a 
r  lot  hazier  than  it  should  be:  One  says 

^'NG  that  short-term  interest  rates  are  disturb- 
ingly  low.  Another  laments  that  a  victory 
i  Democrats  on  Nov.  3  will  cause  long-term  interest 
to  surge.  And  according  to  a  third,  the  Federal 
ve's  actions  are  in  some  way  politically  motivated. 
)egin  with,  the  Fed  is  likely  to  ease  monetary  poli- 
least  once  more  in  the  coming  weeks— or  perhaps 
Politics  will  not  play  a  role.  As  has  been  true  in  the 
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past,  the  combination  of  a  weak  economy,  laggard  growth 
of  the  M2  money  supply,  and  moderating  inflation  will  pro- 
vide the  justification  for  further  easing. 

Wall  Street  expects  the  Fed  to  cut  the  discount  rate- 
banks'  cost  of  borrowing  from  the  Fed— from  3%  to  2.5%. 
And  it  foresees  a  drop  in  the  federal  funds  rate— the  cost 
of  interbank  borrowing— from  3%  to  2.75%. 

For  the  Fed,  the  best  scenario 
would  be  a  coordinated  cut  with 
Germany  and  Japan  that  would 
minimize  any  aftershocks  in  the 
foreign-exchange  markets.  A  uni- 
lateral rate  cut  by  the  U.  S. 
would  pull  the  already  weak  dol- 
lar down  further  and  place  addi- 
tional stress  on  European  cur- 
rencies. Such  concerns  may 
explain  why  the  central  bank  has 
not  already  moved  in  the  face  of 
new  evidence  that  the  economy  remains  weak. 

On  Oct.  10,  Fed  Chairman  Alan  Greenspan  refuted  the 
notion  that  Fed  policy  was  on  hold  because  a  rate  cut 
close  to  the  election  might  appear  politically  motivated. 
Besides,  if  past  policy  had  a  Republican  bias,  the  Fed 
would  have  cut  interest  rates  a  lot  more  aggressively 
during  the  past  year  to  pump  up  the  economy.  Ironically, 
overly  cautious  easing  stemming  from  the  Fed's  commit- 
ment to  squeeze  the  life  out  of  inflation  may  well  end  up 
contributing  to  a  ('.OP  loss. 

A  CLINTON  So,  what  if  Bill  Clinton  wins?  Another 
WIN  MAY  myth  is  that  the  bond  market  will  tank, 
NOT  MAKE  sending  long-term  interest  rates  skyward 
RATES  SOAR  ^,-,^1  reflecting  investors'  worries  that  Clin- 
ton's economic  policies  will  widen  the  deficit  and  rekindle 
concern  over  inflation. 

Although  Clinton  has  put  forth  a  program  to  cut  the 
deficit  in  half  in  four  years,  most  analysts  doubt  that 
revenues  will  be  sufficient  to  cover  the  proposed  increas- 
es in  spending.  So  the  fears  of  fixed-income  investors 
are  not  completely  groundless. 

However,  with  less  than  three  weeks  left  in  the  Presi- 
dential campaign  and  the  polls  still  indicating  a  Clinton 
win,  the  bond  market  has  already  begun  to  "price  in" 
his  victory.  In  addition,  the  fiscal  1993  deficit,  generally 
projected  to  be  some  $375  billion,  combined  with  rising 
awareness  of  the  deficit  problem,  will  severely  limit  what 
either  candidate  could  do  with  fiscal  policy.  That  means 
the  inflation  outlook  is  not  likely  to  deteriorate  in  any  big 
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way.  That  will  help  to  keep  the  lid  on  long-term  rates. 

Moreover,  a  Clinton  Administration  will  have  to  deal 
with  an  inflation-fighting  Fed.  The  result:  The  central 
hank  would  probably  be  quicker  to  tighten  policy  under 
Clinton  than  under  Bush  should  inflation  fears  begin  to  re- 
surface. Although  that  might  lift  short-term  rates,  long 
rates  may  well  continue  to  adjust  slowly  downward,  be- 
cause inflation  fimdamentals  are  likely  to  remain  extreme- 
ly favorable  through  most,  if  not  all,  of  1993. 

The  final  interest-rate  myth  is 
that  short-term  rates  are  abnor- 
mally low,  and  that  the  Fed  is 
running  out  of  rate  cuts.  Ti-ue, 
the  federal  funds  rate  is  the  low- 
est in  30  years.  But  the  last  time 
that  inflation  was  3%  or  less  for 
two  years  running— a  good  bet 
for  1992  and  1993-was  also  30 
years  ago.  Adjusted  for  inflation, 
the  funds  rate  is  currently  about 
zero,  l)ut  it  has  been  negative 
several  times  in  the  past.  So,  the  already  low  level  of 
rates  will  not  deter  the  Fed  from  another  I'ate  cut  when  it 
feels  the  time  is  right. 

To  be  sure,  monetary  policy  is  less  effective  than  in  the 
past.  In  Greenspan's  word,  the  economy  faces  a  "head- 
wind" of  structural  problems,  such  as  heavy  debt  and 
overvalued  real  estate,  that  continue  to  hold  l)ack  the 
central  bank's  efforts  to  put  the  economy  in  the  pink. 

LENDERS'  The  convalescence  is  likely  to  remain  pain- 
GAINS  ARE  fully  slow  as  long  as  long-term  interest 
DEBTORS'  rates  and  the  prime  rate  are  so  historical- 
PAINS  ]y  j^igi^  relative  to  the  federal  funds  rate 

(charts).  The  Fed's  steep  cut  in  short-term  rates  during 
the  past  two  years  has  not  lirought  down  these  rates  as 
much  as  they  normally  would  have  fallen. 

The  rate  on  30-year  Treasury  bonds,  near  7.5%  on  Oct. 
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13,  is  unusually  high  because  of  uncertainties  over  the 
eral  deficit.  The  prime  rate,  currently  6%,  is  abnorn: 
high  because  banks  are  under  less  pressure  to  compett 
loans,  while  they  are  under  more  pressure  to  lift 
quality  of  their  assets  and  their  profitability. 

The  dilemma  for  the  economy  is  that  high  lending  r 
are  shoring  up  the  l^anking  system,  but  they  are  retan 
the  much-needed  balance-sheet  cleanup  in  the  house] 
sector,  which  requires  lower  long-term  rates. 

Right  now,  banks  view  risk-free  Ti'easury  bonds 
notes  as  more  attractive  than  risky  loans  to  businesse 
households.  In  August,  the  share  of  government  secur 
in  bank  portfolios  increased  to  a  record  high  of  21 
while  the  share  of  loans  continued  to  fall 

If  the  Fed  cuts  the  discount 
rate,  as  it  is  expected  to  do, 
banks  will  lower  their  prime 
rates,  probably  to  5.5%.  But  even 
that  level  is  high  compared  with 
banks'  cost  of  funds.  During  the 
1980s,  the  ratio  of  the  prime  rate 
to  the  federal  funds  rate  aver- 
aged about  1.2.  That  means  the 
prime  should  be  closer  to  4% 
than  to  6%. 

The  point  here  is  that  long 
rates  and  the  prime  rate  are  higher  than  exceptionally 
inflation  and  historic  yield  spreads  can  justify.  Sin 
put:  At  3%  inflation,  long-term  interest  rates  of 
don't  make  sen.se. 

In  the  final  analysis,  one  of  two  things  has  to  hapi 
Either  prices  will  accelerate  enough  to  justify  the 
market's  high  level  of  inflation  expectations,  keeping 
rates  high.  Or  investors  will  accept  that  a  sluggish  e( 
omy,  beset  by  weak  pricing  power  and  slack  labor  n 
kets,  caimot  generate  inflation,  and  rates  will  drift  lo\ 
Heading  into  1993,  the  latter  seems  like  the  best  bet- 
gardless  of  what  happens  on  Nov.  3 


JAN  '90 


AS  Of  ml 

DATA:  FEDERAL  RESERVE,  BW 


]uentl] 


bn 


THE  WEEK  AHEAD 


HOUSING  STARTS 


Tuesday,  Oct.  20,  8:30  (un. 
Housing  starts  probably  fell  slightly  in 
September,  to  an  annual  rate  of  1.21 
million,  from  a  1.24  million  pace  in  Au- 
gust, project  economists  surveyed  by 
MMS  International,  a  division  of  McGraw- 
Hill  Inc.  That's  suggested  by  the  de- 
cline in  building  permits  in  August  and 
the  drop  in  constioiction  payrolls  in  Sep- 
tember. However,  the  weakness  is  likely 
to  be  concentrated  in  the  South,  where 
Hun'icane  Andi-ew  halted  most  new  con- 
struction in  Florida  and  Louisiana.  The 
1 1 -building  from  that  storm  should  boost 
•  ho  housing  data  in  the  fourth  quarter. 
Mortgage  rates  rose  a  bit  in  Septem- 
!H;r  from  their  below-8%  levels  in  Au- 


gust. And  that  uptick  in  rates  may  have 
persuaded  house  hunters  to  buy  last 
month  rather  than  risk  highei-  moilgage 
costs  later  on. 

INITIAL  UNEMPLOYMENT  CLAIMS 

Thtirsdai/,  Oct.  22,  8:30  a.ni. 
New  filings  for  state  unemployment  ben- 
efits likely  rose  to  an  annual  rate  of 
425,000  in  the  week  ended  Oct.  10,  from 
400,000  at  the  end  of  September.  After 
falling  below  the  400,000  mark  for  a  few 
weeks  in  August,  claims  have  moved 
back  to  a  worrisome  level  that  shows 
this  economy  is  not  gTowing  fast  enough 
to  expand  payi'olls.  Plus,  emergency  fil- 
ings, which  are  not  included  in  the  usu- 
al jobless  data,  remain  high,  indicating 
even  more  slack  in  the  labor  markets. 


FEDERAL  BUDGET 


Thursday,  Oct.  22,  2:15  p.m. 
The  U.  S.  Ti-easury  will  probably  re 
a  budget  in  near  balance  for  Sept 
ber,  the  last  month  in  fiscal  1992 
September,  1991,  the  government 
$6.9  i)illi()n  in  the  red.  But  even  a  si 
sui'plus  or  deficit  last  month  means 
the  1992  budget  gap  will  fall  just  si 
of  $300  billion-still  a  record,  but 
less  than  the  $390  billion  projecte( 
January  and  February.  The  deficit 
end  up  lower  than  expected  becaus 
smaller  government  outlays  for  Res 
tion  Ti-u.st  Corp.,  which  is  handling 
thrift-industry  bailout,  and  because 
porate  tax  payments  Ijegan  to  rebo 
during  the  past  few  months. 
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Over  the  last  year^ 
we  outperformed  the  Dow 

Dymorethan 


To  find  out  how 


Dean  Witter's  stock 
selection  expertise.  Once 
again,  hard  work  pays  off. 

Witter  s  Recommended  List  of  Stocks  has  histor- 
outperformed  the  leading  stock  averages.  But 
ently  there  is  a  development  even  we  find  excep- 
l.  For  instance,  from  June  28,  1991  to  June  30  of 
ear,  the  Dean  Witter  Recommended  List  bettered 
)ow  Jones  Industrial  Average™  by  95.8%. 
<w  While  this  is  exceptional  performance,  we  are 
ompletely  surprised.  Not  when  an  independent 
mting  firm  tracking  our  performance  for  14  years 
rms  we've  outperformed  the  major  indexes.  As 
ne  30,  1992,  the  Recommended  List  posted  an 
al  historical  average  price  appreciation  of  16.6%, 
)ared  to  a  10.2%  for  the  Dow  and  11.2%  and  10.7% 
landard  &  Poor's  400  and  500** 

*  Of  course,  past  performance  doesn't  guaran- 
rie  same  success  with  future  recommendations, 
till,  we  believe  our  results  are  impressive. 

*  This  does  not  mean  we  take  our  record  for 
ed.  We  are  confident,  yet  diligent.  Consider  that 


each  stock  selected  must  pass  the  rigorous  inspection 
of  our  Stock  Selection  Committee.  They  check  every 
element  of  a  stock,  such  as  management,  historical  earn- 
ings performance,  future  trends  and  potential  prob- 
lem areas.  And  they  must  be  persuaded  that  each  stock 
shows  a  12-month  potential  total  return  of  15%  or  more. 

*  To  receive  a  free  copy  of  our  latest  Recom- 
mended List  of  Stocks,  please  fill  out  the  coupon  below. 


or  cai 


1-800-THE-DEAN 


And  discover  what  our  14-year  track  record 
can  do  for  you. 

DEAN  WITTER 

We  Measure  Success  One  Investor  At  A  Time. 


r 


□  Please  send  me  more  information,  including  Dean  Witter's  latest 
Recommended  List. 


City  

Home  Phone  L. 


.ZIP_ 


Dean  Witter  Clients  please  give  your 
Account  Executive's  name  and  office:. 


3usmess  I  hone 


Phone L 


L 


Dean  Witter  Reynolds  Inc. 
P.O.  Box  20477  •  Rochester,  NY  14602-0477 


BW1026 


*Peifi>mmnce  figures  o/  the  Ret  (mi  mended  List  are  adculaled  by  the  accounting  firm  Pnce  Waierhouse  and  reflect 
share  pnce  appreciaiwn  or  depreciation  only,  excluding  dividends  and  brokerage  commissiom.  The  audited  reptm 
is  available  upon  request  from  any  local  Dean  Witter  office. 

Performance  is  calcidaled  based  on  buying  the  entire  list  of  recommeruied  stocks,  and  mdividuals  who  purchase 
only  a  portion  of  the  stocks  on  the  list  or  who  time  their  purchases  differendy  than  Dean  Witter's  recommendut«ms 
will  experience  higher  or  lower  returns  than  the  list  iwerall. 

Dow  Jones  Industrial  Ai^erage  and  the  Standard  &  Poor\  400  Industncds  and  Standard  &  Poor's  500 
Composite  are  unmanaged  indexes.  Neither  Dot*'  Jones  nor  Standard  6^  Poor's  sponsors  or  endorses  the  Dean 
Witter  Recimimended  List  in  any  fashion.    ©  N92  Dean  Witter  Reynolds  Inc    Member  SIPC. 


jople  continue 
buy,  but  they 
cut  back... They 
are  more  careful' 

EDWIN  L.  ARTZT 

Procter  &  Gamble 

There's  not 
enough  good 
new  things 
to  buy' 

DAVID  D.  GLASS 

Wal-Mart  Stores 
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COLD  COMFORT 
IN  HOT  SPRINGS 

CORPORATE  AMERICA'S  ELITE  SEE  A  GIDOMY  '93 


'  'Ho  w 's  b  us  i  n  ess  ? ' ' 

"Flat, "  says  Bob. 

"Patchy, "  says  Lari-y. 

"Reasonable,  but  not  good,  " 
says  Kay. 

"Improving,  but  it's  a  struggle,' 
says  Ed.  "You've  got  to  scratch 
for  every  case. " 

20   EXECUTIVES 

CAN'T  SHAKE 
THE  BLUES 


Such  talk  would  be  gloomy  enough 
if  you  heard  it  from  neighbors. 
It's  worse  when  you  know  that 
these  guys'  surnames  are  Stempel,  Bos- 
sidy,  Whitmore,  and  Artzt — the  chief  ex- 
ecutives of  General  Motors,  Allied-Sig- 
nal, Eastman  Kodak,  and  Procter  & 
Gamble.  And  it's  bleaker  still  when  you 
learn  that  they're  expressing  the  prevail- 


ing sentiment  at  an  Oct.  8-10  meetiil'^** 
Hot  Springs,  Va.,  of  the  Business 
cil,  an  elite  group  of  the  top  execui*™ 
from  the  nation's  largest  corporatic) 

Since  1  last  saw  these  CEOs  in  i 
their  outlook  has  dimmed,  despite  i| 
est-rate  cuts  aimed  at  stimulating) 
U.  S.  economy.  Now,  they  believe  th 
only  one  hope:  "Any  recovery  will 
to  be  driven  by  the  consumer,"  dec  '™ 
John  F.  Welch  Jr.,  chairman  of  Gei  '"'■^^ 
Electric  Co.  But  consumers  won't  ^')'^^ 
their  wallets  until  they  feel  better  ali''''t'sll ' 
the  economy.  Says  Ford  Motor  Co.lS*W 
Harold  A.  Poling:  "Consumer  confidi 
is  so  low  because  of  jobs.  People  k 
people  who  don't  have  jobs,  and  ji;f)  'J 
wonder  if  they'll  be  next."  If* 

That  said,  logic  dictated  my  c|'t4 
among  such  powerful  CEOs  fronlsp?. 
many  industries:  Look  specif icallyF  he. 
one  that  was  adding  jobs.  Lots  of  tPM.  I 

Easier  said  than  done.  Before  loijfCra 
felt  like  filmmaker  Michael  Moor' for  a; 
search  of  GM's  ex-chairman  Roger  SlfemON. 
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The  personal- 
computer 
business...  is 
still  growing' 


JOHN  SCULLEY 

Apple  Computer  , 


'Consumer 
confidence  is  so 
low  because 
of  jobs' 


HAROLD  A.  POLING 

Ford  Motor 


EOS  who  are  predicting  growth  for 

)mpanies  had  no  big  hiring  plans. 

nterviewing  some  20  chief  execu- 

'hose  companies'  1991  revenues  to- 

^540  billion,  and  hearing  about  the 

f  others,  I  found  exactly  one  who 

bill.  And  he  had  a  more  complex 

.is  of  the  problem.  He  blamed  the 

of  exciting  new  products,  as  much 

worries,  for  consumers'  unwilling- 
start  spending. 

ny  hunt  began,  Robert 

idall  was  holding  forth, 

ided  by  reporters,  in  the 

lall  of  the  Homestead, 

awling  red-brick  resort. 

ery  discouraged  by  the 

;  for  the  economy.  It's 

eak,"  AMR  Corp.'s  head 

aying.  With  American 

5  Inc.  running  in  the  red 

990,  there  was  no  use 
Crandall  if  he  was 

"or  a  growth  spree. 

ION.  Not  much  point 
GM's   Stempel,  either. 

^gest  of  the  Big  Three 

ers  plans  to  shed  74,000 

ees  by  mid-1996.  Still, 

[  ran  into  him  coming 

he  stairs  to  breakfast,  I 

ask.  "We  don't  see  any 

turnaround,"  Stempel 

'But  '93  will  be  better 

2."  He  figures  sales  for 

t-ended  model  year  to  be 

lillion  vehicles,  and  he 
1993  sales  will  top  13 

—"but  well  below  the 

?rm]  trend  line." 

''ord,  Poling's  view  is 
more  upbeat.  He  plans 

t  closures.  But  Ford  will 


continue  its  "ongoing"  work-force  reduc- 
tions, mostly  via  attrition.  What  would 
make  Ford  add  workers?  "We  need  to  see 
sales  getting  back  to  14.5  million  to  15 
million  for  the  industry  to  start  hiring," 
Poling  says.  "We'd  need  3.5'/?  GNP  growth 
to  get  that,  and  I  don't  see  that  happening 
in  the  near  future." 

The  oil  business  is  up  a  little.  Will  oil 
barons  hire?  Not  at  Chevron  Corp.,  says 
Chairman  Kenneth  T.  Derr.  He  cites  a 


NEXT  YEAR  IN  WILLIAMSBURG 


Ah,  The  Homestead. 
Set  amid  Virginia's 
Allegheny  mountains,  en- 
dowed with  19  well-moni- 
cured  tennis  courts  and 
three  championship  golf 
courses,  well-worn  enough 
to  be  homey  and  definitely 
not  nouveau  riche,  this  re- 
sort has  played  semiannual 
host  to  the  Business  Council 
for  28  years. 

True,  The  Homestead  is 
hard  to  get  to.  The  nearest 
big  airports,  in  Lewisburg, 
W.  Va.,  and  Roanoke,  Va., 
are  an  hour  or  two  away 
by  car.  And  Hot  Springs's 
own  Ingalls  Field  is  treach- 
erously close  to  the  moun- 
tains and  often  fogged  in. 
But  United  Technologies 
Corp.  took  care  of  all  that 
10  years  ago,  when  it  be- 


gan providing  its  Sikorsky 
helicopters  to  whisk  in 
CEOs — and  maybe  soft- 
sell  one  or  two  'copters 
along  the  way. 

No  more.  Last  spring,  a 
cost-conscious  UTC  decided 
to  discontinue  the  service, 
which  was  an  ineffective 
sales  tool  anyway.  Next 
spring,  the  Business  Council 
is  moving  to  Virginia's  his- 
toric Williamsburg  Inn.  It's 
a  mite  shorter  on  tennis 
courts  (with  10)  and  golf 
courses  (two),  but  the  New- 
port News  airport  is  just  25 
minutes  away  by  car.  And 
Williamsburg  is  a  lot  easier 
for  the  government  officials 
who  come  to  speak,  too, 
now  that  ethics  rules  keep 
them  from  accepting  rides 
on  corporate  planes. 


big  cost-cutting  campaign  that  includes 
corporate  staff  reductions.  Texaco  Inc. 
chief  James  W.  Kinnear,  caught  coming 
back  from  golf,  says  his  work  force  is 
dropping  by  attrition.  At  Halliburton 
Co.,  CEO  Thomas  H.  Cruikshank  says: 
"The  outlook  is  really  murky.  I'm  not 
letting  them  hire  because  I  don't  know." 

Cruikshank  sees  an  omen  at  his 
Brown  &  Root  Inc.  engineering-and-con- 
struction  unit,  often  a  leading  indicator. 

Although  business  is  up,  "engi- 
neering is  falling,"  he  says. 
"That  doesn't  bode  well."  Like- 
wise, Bechtel  Group  Inc.'s 
chief,  Riley  P.  Bechtel,  paints  a 
mixed  picture:  "There  are  a  lot 
of  good  opportunities  in  the 
U.  S.,  but  financing  is  much 
more  difficult."  Company  reve- 
nues will  grow  in  1993,  but 
"we  see  employment  Ijeing  sta- 
ble," says  Bechtel. 

No  luck  with  other  compa- 
nies where  business  is  edging 
up,  either.  At  Kodak,  Cummins 
Engine,  and  Dow  Chemical, 
employment  will  be  flat.  TRW 
Inc.'s  Joseph  T.  Gorman  is 
hopeful:  "We'll  have  increases 
in  both  sales  and  earnings  in 
1993" — but  he  makes  no  near- 
term  hiring  pledges.  Allied-Sig- 
nal's Bossidy  plans  "major 
growth  initiatives  next  year," 
but  to  cut  costs,  Allied  will  end 
1993  with  fewer  workers. 

Surely  big,  diversified  GE  is 
a  good  bet  for  job-hunters.  But 
Welch  describes  growth  in  vir- 
tually every  GE  business  as 
"modest"  except  defense, 
which  is  shrinking.  As  for  GE's 
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V.  \"'\\  be  cutbacks  in  de- 

fense, and  it'll  be  steady  elsewhere." 

High-tech?  Apple  Computer  Inc. 
Chairman  John  Sculley  says:  "The  per- 
sonal-computer business  worldwide  is 
still  growing  at  15f<  to  20%-  a  year  [in 
units], .  . .  We're  planning  to  grow  in 
1993."  Yet  there  will  be  no  new  hires  at 
Apple,  which  just  announced  layoffs. 

Finally,  at  a  cocktail  party,  I  found  an 
optimist:  Motorola  Inc.'s  George  M. 
Fisher,  who  predicts  annual  double-digit 
growth  for  Motorola  in  the  1990s — but 
not  double-digit  job  growth.  "We're  pro- 
ducing almost  two  times  as  much  as  five 
years  ago  with  the  same  number  of  peo- 
ple," he  says.  "Our  goal  is  to  double  in 
sales  every  five  years,  but  we  won't 
grow  people  in  proportion  to  sales." 
'UNNATURAL.'  Friday  night,  I  arranged  a 
morning  meeting  with  P&g's  Artzt.  Con- 
sumers still  buy  detergent,  diapers,  and 
coffee  during  a  recession.  But  he's  cau- 
tious, too.  "People  continue  to  buy,  but 
they  cut  back,"  he  notes.  "They  throw 
more  clothes  into  a  washload,  and  they 
are  more  careful  about  how  many  cups 
of  coffee  they  prepare."  Of  the  36  prod- 
uct categories  P&G  tracks,  sales  were 
flat  or  down  in  15  of  them  in  the  past  six 
months.  "It's  unnatural  to  have  that 
many  basic  consumer  categories  down," 
he  says,  predicting  "very  sluggish  for- 
ward movement."  Does  that  mean  new 
jobs?  F&G  will  add  just  a  few  in  1993. 

The  meeting  was  nearly  over  when  I 
spotted  David  D.  Glass,  head  of  Wal- 
Mart  Stores  Inc.  He  figures  that  year-to- 
date  sales  at  Wal-Mart,  on  a  comparable- 
store  basis,  are  up  127^.  The  upshot? 
During  1993,  Glass  plans  to  open  150  to 
160  new  Wal-Marts,  plus  about  50  Sam's 
Clubs.  That's  about  the  same  number  of 
openings  as  in  '92.  It  should  translate 
into  40,000  new  jobs. 

Pay  dirt!  Yet  Glass's  outlook  doesn't 
spark  much  hope  for  a  zippy  recovery. 
"Consumers  are  not  buying  because 
there's  not  enough  good  new  things  to 
buy — there  are  no  new  clothes,  no  VCRs, 
no  microwave  ovens,"  he  says.  "In  hard 
times,  you  need  such  tremendous  prod- 
ucts to  carry  the  business." 

If  there's  a  silver  lining,  it's  that  most 
of  these  e.xecutives  haven't  cut  research 
funds  or  capital  spending.  And  amid  the 
gloom,  Motorola's  Fisher  found  another 
reason  for  hope:  "We  don't  need  a  barn- 
burner recovery.  This  may  be  a  healthy 
recovery — a  controllable  one,  so  that  we 
maintain  the  productivity  improvements 
we've  made.  Often  in  fast  recoveries, 
you  throw  money  at  it  just  to  keep  up." 

Fair  enough.  But  that's  small  comfort 
when  so  many  Americans  are  searching 
for  a  job — and  others  aren't  spending 
i'or  fear  of  losing  theirs. 

Si/  Judith  H.  Dobrzi/nski  in  Hot  Springs.  Va. 
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WHISPERS  OF  A  TAX  REVOLUTION 
GET  lOUDER 
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Lawmakers  of  all  stripes  are  calling  for  new  ways  to  raise  revenue 


For  nearly  a  decade,  economists 
have  argued  that  the  best  cure  for 
the  nation's  chronic  inability  to 
save  and  invest  would  be  to  scrap  the 
existing  tax  system,  which  punishes  the 
thrift  it  ought  to  boost.  But  except  for  a 
brief  flurry  of  interest  during  the  1986 
tax-reform  debate,  politicians  have 
shunned  a  wholesale  shift  of  the  tax  sys- 
tem from  income  to  consumption. 

That's  changing.  Frustrated  with  a 
hopelessly  complex  and  outdated  income 
tax  code,  lawmakers  of  all  stripes  have 
begun  calling  for  a  dramatic  shift  to- 
ward a  consumption  tax.  Significantly, 
the  move  has  quietly  won  the  backing  of 
broad  segments  of  business.  "I  don't  see 
another  strategic  direction  we  can  go," 
says  Barry  K.  Rogstad,  president  of  the 
American  Business  Conference,  an  asso- 
ciation of  midsize  companies.  "There 


adopted  in  coming  years.  Two  mem 
of  his  committee,  David  L.  Boren 
Okla.)  and  John  C.  Danforth  (R-Mo.; 
designing  a  consumption  tax  that 
hope  to  introduce  next  year. 

iThe  issue  probably  won't  surfai 
the  Presidential  race,  but  adviser 
Bush  and  Clinton  are  quietly  mu 
over  the  idea.  Key  Bush  aides,  inclu 
Council  of  Economic  Advisers  mei 
David  K.  Bradford,  have  backed  a 
sumption  tax  for  years.  And  some 
ton  advisers  believe  their  candidal 
goal  of  boosting  both  public  and  pri| 
investment  can  best  be  achieved  thn 
a  consumption-based  tax  system 
should  be  redesigning  the  mechan)|*i  C 
we  use  to  raise  revenues  in  a  way 
would  encourage  savings  and  discou 
consumption,"  says  Progressive  Pi 
Institute  Vice-President  Robert  J. 
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ain't  any  more  rabbits  we  can  pull  out  of 
the  hat."  Adds  former  Congressional 
Budget  Office  Director  Rudolph  G.  Pen- 
ner:  "I'm  amazed  at  the  interest  this  is 
generating." 

AISLE-STRADDLING.  Senators  Sam  Nunn 
(D-Ga.)  and  Pete  V.  Domenici  (R-N.  M.) 
recently  proposed  dumping  the  current 
income-tax  system  in  favor  of  a  new  tax 
code  intended  to  encourage  savings  and 
investment,  both  of  which  trended  down 
in  the  1980s  and  haven't  fully  recovered 
(charts).  Lloyd  Bentsen  (D-Tex.),  influen- 
tial chairman  of  the  Senate  Finance 
Committee,  has  suggested  that  a  con- 
sumption tax  of  some  sort  could  well  be 


piro,  a  member  of  Clinton's  ecom 
brain  trust. 

But  for  all  the  growing  intereslllai  pro 
switch  to  a  consumption  tax  won't  c 
quickly.  For  one  thing,  supporters 
agree  about  both  the  purposes  andfimerns 
design  of  any  new  system.  Some  warl'fcjTQ 
supplement  the  income  tax,  others  tCTxi 
place  it.  Some  see  consumption  taxe; 
a  way  to  cut  income-tax  burdens,  otl 
want  to  use  extra  revenues  to  h 
spending  or  cut  the  deficit.  And  iJfes. 
important,  "consumption  tax"  is  a  tJesiate; 
that  describes  at  least  three  very  diiitieini 
ent  ways  to  collect  revenues  (talsHiji 
While  the  approaches  share  a  singl^;S(.p(,p 
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most 
would 


ey  would  have  far  different  ef- 
n  the  economy. 

e  who  are  looking  for  a  total 
rev  of  the  system  are  attracted  to 
umed-income  tax.  It  comes  in 
'lavors,  but  the  goal  is  to  tax  all 
except  what  is  saved  or  invested, 
there's  a  European-style  value- 
ax  and  its  cousin,  a  national  sales 
third  approach  is  a  broad-based 
tax,  which  would  not  only  raise 
3  but — if  set  high  enough — might 
t  energy  consumption, 
/alue-added  tax  is  prob- 
Drporate  America's  fa- 
Because  just  about  all 
U.  S.  trading  partners 
VAT,  exporters  are  ea- 
the  U.  S.  to  fall  in  line, 
nations  rebate  their 
I  foreign  buyers,  sharp- 
ring  the  aftertax  price, 
companies 
3  that  with 
and  payroll 
Says  Massa- 
s  Institute  of 
logy  economist 
C.  Thurow: 

country  that 

collect  most  of 

through  a  VAT  is 
tupid." 

DMPLEX?  The 

arrangement 
he  tax, 
s  levied  on 
act  at  each 
as  it  moves 
iw  material  to 
i  good,  to  sup 
t  income  taxes, 
could  be  used  to 
deficit,  to  finance 
3me-tax  reduction, 
i  to  help  pay  for  na- 
lealth  care, 
boost  to  U.  S.  export 
plus.  The  downside 

t   VAT  is 

lentally  re- 
'e,  because 
or  spend  a 
share  of  their 

on  day-to-day 
lis  than  the  rich 
t  problem  can  be 
ed,  either  by  ex- 
y  food,  medicine, 
ler  necessities  or  by 
ig  cash  payments  to 
3me  people.  But  ei- 
lution  would  add  complexity, 
alternative  to  a  European-style 

a  national  sales  tax,  similar  to 
,'s.  The  money  could  be  collected 
states,  nearly  all  of  which  already 
leir  own  sales  taxes,  and  passed 
Washington. 

s-popular  alternative  is  a  national 


energy  tax.  Because  it  takes  energy  to 
produce  all  goods  and  services,  a  levy  on 
energy  use  amounts  to  a  broad-based 
consumption  tax.  The  good  news  is  that 
such  a  tax  could  reduce  America's  pig- 
gish energy  consumption.  The  bad  news 
is  that  it  would  raise  America's  relative- 
ly low  energy  bill,  one  of  the  biggest 
advantages  U.  S.  business  has  over  its 
foreign  competitors. 

Lawmakers  are  pondering  two  ap- 
proaches. One,  a  so-called  BTU  tax,  would 
be  levied  on  all  energy  use.  The  other,  a 


THREE  WAYS  TO  TAX 


kind  of  global- 
warming  fee,  would  tax 
the  carbon  content  of  fuels, 
thus  hitting  coal  and  oil  harder  than 
natural  gas,  nuclear  fuels,  and  renew- 
ables.  One  supporter  of  that  idea:  Demo- 
cratic Vice-Presidential  candidate  Al 
Gore,  who  would  use  the  proceeds  to  cut 
income  taxes. 

The  most  radical  approach  is  the  con- 
sumed-income  tax,  sometimes  called  a 
cash-flow  tax.  Unlike  the  alternatives,  it 
could  fully  replace  the  income  tax.  While 


it  would  be  based  on  the  familiar  income 
tax,  it  would  be  far  simpler. 

The  tax  can  be  computed  several  dif- 
ferent ways,  but  typically  works  like 
this:  The  taxable  income  of  a  business  is 
computed  by  starting  with  gross  profits 
and  subtracting  capital  investment,  in- 
ventories, and  the  cost  of  services  pur- 
chased. Equipment  would  be  fully  depre- 
ciated in  one  year — but  interest 
payments  and  dividends  to  shareholders 
would  not  be  deductible.  Profits  would 
be  taxed  only  at  the  corporate  level, 
whether  distributed  as  divi- 
dends or  retained  to  provide 
future  capital  gains.  This  ap- 
proach "eliminates  the  argu- 
ment that  taxes  are  the  rea- 
son we  are  not  investing 
enough,"  says  Stanford  Uni- 
versity economist  John  B. 
Shoven.  "It  really  is  the  long- 
run  solution." 

TOUGH  QUESTIONS.  Taxation 
of  individuals  would  work 
much  the  same  way.  Taxes 
would  be  paid  on  gross  in- 
come less  whatever  is  saved 
or  invested.  The  system  is  of- 
ten thought  of  as  a  "flat  tax" 
but  can  easily  be  adapted  to  a 
progressive  rate  structure.  It 
could  also  exempt  the  first 
$15,000  or  $20,000  of  spending 
to  help  ease  the  burden  on  the 
working  poor.  And  best  of  all, 
even  with  multiple  rates,  a 
consumed-income  tax  would 
make  Apr.  1.5  much  simpler 
for  taxpayers. 

The  consumed-income  levy 
is  the  approach  favored  in 
principle  by  Nunn  and  Dome- 
nici.  But  before  it  can  become 
a  concrete  proposal,  support- 
ers must  answer  a  lot  of  ques- 
tions. Is  the  purchase  of  a 
house  counted  as  consumption 
or  investment?  What  about 
the  elderly,  who  save  very  lit- 
tle and  could  be  hit  hard  by 
the  tax? 

Moving  to  a  consumption 
tax  would  be  far  more  dra- 
matic than  the  1986  income  tax  reform. 
But  given  the  public's  distrust  of  politi- 
cians and  what  is  sure  to  be  massive 
resistance  from  every  group  whose  ox 
might  be  gored,  rewriting  the  tax  sys- 
tem would  require  an  enormous  effort, 
no  matter  who's  in  the  White  House. 
With  the  budget  deficit  rising,  invest- 
ment stagnant,  and  the  current  tax  code 
looking  more  and  more  antiquated,  how- 
ever, don't  be  surprised  if  a  consumption 
tax  becomes  the  focus  of  the  economic 
policy  debate  of  the  mid-1990s. 

By  Howard  Gleckman,  with  Paul 
Magnusson  and  Peter  Hong,  in 
Washington 
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Commentary/by  Deidre  A.  Depke 

TALK-SHOW  CAMPAIGNING  HELPS  CANDIDATES  CONNECT 


It  wasn't  really  until 
Oct.  11,  at  the  first 
Presidential  debate 
near  St.  Louis  and  just  a 
bit  more  than  three  weeks 
before  the  election,  that 
television's  boys  on  the 
campaijjn  bus  (and  a  token 
girl,  of  course)  got  their 
prime-time  shot  at  the 
Presidential  candidates. 

It  had  been  a  long  wait. 
Since  the  campaign's  start 
in  wintry  New  Hampshire. 
1992's  contenders  have 
spent  precious  little  time 
schmoozing  with  Dan 
Rather  on  the  c'BS  Eve- 
ning News  or  with  Tim 
Russert  of  NBC  on  Sunday 
morning's  Meet  the  Press. 
Instead,  they've  booked 
themselves  onto  Good 
Morning  America — or 
even  MTV — and  chewed  the 
fat  with  Arsenio  Hall, 
Larry  King,  and  Phil  Don- 
ahue. Bill  Clinton  and  Ross 
Perot  made  nearly  80  ap- 
pearances on  the  network 
morning  shows  during  the 
first  six  months  of  1992, 
one  study  says.  And  when 
George  Bush  wanted  a  little  post-de- 
bate TV  time,  he  startled  Today  show 
viewers  by  popping  in  on  Barbara 
Bush's  Oct.  18  White  House  interview 
with  Katie  Couric. 

It's  a  world  of  difference  from  four 
years  ago.  In  1988,  Michael  Dukakis 
turned  down  an  invitation  to 
do  Donahue,  says  a  study  by 
Columbia  University's  Free- 
dom Forum  Media  Studies 
Center.  Many  critics  charge 
that  this  year's  race  might 
have  been  better  off  had 
1992's  candidates  done  the  same.  But 
the  fact  is,  the  surprising  popularity  of 
nontraditional  media  among  the  con- 
tenders has  made  this  the  most  infor- 
mative, personal,  and,  if  you  will,  "in- 
teractive" race  in  recent  memory. 
OFFBEAT.  PVjr  evidence,  just  take  a  look 
at  .MTV's  influence.  Through  its  offbeat 
coverage  of  the  race,  the  cable  channel 
has  successfully  involved  a  whole  new 
generation  of  voters  in  Presidential 
politics.  MTV  claims  that  more  than 
7.''>0,000  people  have  registered  to  vote 


through  the  "Rock  the  Vote"  cam- 
paign, which  it  promotes  heavily.  In 
August  alone,  MTV  got  more  than 
120,000  phone  calls  during  a  two-hour 
period  from  viewers  who  wanted  infor- 
mation on  how  to  register.  Even  better, 
a  September  poll  for  MTV  found  that 
767f  of  Americans  aged  18  to 
29  say  they  are  "very  likely" 
to  vote  in  November.  The 
turnout  by  younger  voters  is 
typically  around  30%  to  40%. 

The  mainstream  talk  shows, 
particularly  those  with  live  au- 
diences and  telephone  call-in  periods, 
have  given  candidates  a  new,  direct 
link  with  the  electorate.  Surely,  it  is 
some  sort  of  triumph  for  raw  democra- 
cy when  a  sitting  President  takes  ques- 
tions from  callers,  as  Bush  did  during 
one  appearance  on  Larry  King  Live. 

Critics  disagree,  arguing  that  the 
candidates  have  embraced  the  talk- 
show  circuit  out  of  fear.  Clinton,  Perot, 
and  Bush  don't  want  to  field  "tough" 
questions  from  the  traditional  press, 
they  say.  The  candidates  are  looking 


for  "softballs"  lobbed 
by  uninformed  talk-s 
hosts. 

SOFTBALLS?  Maybe. 
Clinton's  90-minute  q 
tion-and-answer  sess' 
with  250  teenagers  on 
last  June  was  no  c; 
walk.  He  took  queries 
AIDS,  abortion,  and  he: 
care.  Nor  is  it  easy  to  fi 
curveballs  from  ad 
during  live  call-in  sessi 
Indeed,  the  Freedom 
rum   study   found  t 
"talk  show  listeners 
viewers  frequently  p 
concise,  issue-driven 
ries  to  Presidential  ca; 
dates."  During  an  app^ 
ance  on  the  Today  sb 
Clinton  was  asked  for 
cific  details  of  his  plan] 
give  tax  relief  to  singL 
come  families.  And  durloi 
one  of  his  Larry  King 
pearances,    Perot  w 
asked  by  a  caller  whet 
he  had  ever  belonged  t  li 
club  that  excluded  Je  I 
and  blacks.  oi 
Information  that  flc  »i 
to  voters  from  talk-sh|k 
campaigning  can't  replace  what's 
up  by  dogged  political  reporters — wlitatl 
in  any  case  show  no  signs  of  leav:  \m, 
the  candidates  alone.  But  you  ca  and  n 
blame  the  pols  for  exploiting  the  n  ie'sii 
media,  which  give  them  options  tl  stand 
weren't  available  four  years  ago,  mi  13,jiisi 
less  in   1952  when  Richard  Nixo  pti 
"Checkers"  speech  first  showed  hov  jwaftc 
candidate  might  appeal  directly  to  \  rod,  1 
ers  via  TV.  Some  56  million  home!  istoj 
%l7o  of  America — now  are  wired   mi's  go 
cable.  They  get  an  average  of  60  ch  lei'^ 
nels,  many  offering  campaign  cov  ler  kf 
age.  And  1992's  candidates  have  mit 
wide  use  of  800  phone  numbers  iC 
personal-computer  bulletin  boards,  jjiioiije, 
To  stay  in  the  game,  the  major  rJlyijj; 
works  have  worked  hard  to  impnftsr^), 
their  campaign  coverage,  with  soijufup 
demonstrable  success.  But  at  that  Cfeortaa 
11  debate,  did  journalism's  big  g\.\  [jf, 
show  that  Larry  King  has  a  monopfliafj 
on  Softball  questions?  Not  unless  ytiptthi 
idea  of  firing  hardballs  is  giving  'W^h 
Clinton  two  full  minutes  to  define  ifej  jj, 
word  "family."  .fclir 
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NEAR  MISS: 
THE  ANDERSON 
(IND.)  PLANT 
ISN'T  HOME  FREE 


i  GM  AND  THE  UAW  AVOID 
lEAD-ON  COLLISION? 


strikes  have  boosted  communication,  but  the  road  is  far  from  clear 


)m  the  outside,  it  looks  as  if  rela- 
ons  between  General  Motors 
orp.  and  the  United  Auto  Work- 
le  skidded  from  bad  to  worse.  In 
months,  the  union  mounted  a  se- 
local  strikes  that  chewed  up  mil- 
f  dollars  in  production  time  for 
ubled  auto  giant.  With  GM  strug- 

0  downsize,  the  two  sides  look  to 
iing  for  a  painful  showdown  next 
len  the  UAW's  contract  expires, 
now,  Stephen  P.  Yokich,  the  UAW 
nd  who  manages  GM  relations, 
e's  in  a  conciliatory  mood.  "We 
tand  GM's  problems,"  he  said  on 

just  five  days  after  he  and  the 
iant  averted  a  potentially  devas- 
walkout  at  a  crucial  parts  plant  in 
on,  Ind.  "The  way  out  of  this 
5  to  work  together." 
t's  going  on  here?  Essentially,  GM 
3  UAW  have  begun  early  bargain- 
er key  contract  issues,  such  as 

1  union  work  to  outside  suppliers, 
felt  ignored  last  December,  when 
lounced  its  plan  to  cut  54,000  UAW 
'  1995.  He  felt  left  out  again  last 
r,  when  newly  appointed  GM  Pres- 
ohn  F.  Smith  and  J.  Ignacio  Lopez 
lortua,  GM's  vice-president  for  pur- 
^,  began  to  talk  about  further 

GM's  uncompetitive  parts  units. 
:et  their  attention,  Yokich  autho- 
;trikes  in  Lordstown,  Ohio,  and 
g,  Mich.  The  strategy  helped,  giv- 
kich  more  clout  in  almost  weekly 
gs  with  Smith  and  personnel  Vice- 


President  Gerald  A.  Knechtel — in  stark 
contrast  with  his  freeze-out  before. 

But  GM's  labor  troubles  are  far  from 
over.  Smith  remains  under  tremendous 
pressure  from  outside  directors  and 
Wall  Street  to  accelerate  GM's  shrinkage. 
In  fact,  GM  has  been  considering  several 
drastic  options,  including  selling  parts 
units  and  even  declaring  bankruptcy, 
say  sources  close  to  the  company.  The 
uncertainty  rose  on  Oct.  13,  when  GM 
Chairman  Robert  C.  Stempel  was  hospi- 
talized for  high  blood  pressure. 
HARD  PRESSED.  Meanwhile,  Yokich  and 
his  lieutenants  must  find  a  way  to  help 
GM  move  toward  profitability  without 
alienating  UAW  workers.  Yokich  is 
"walking  a  thin  line  between  an  angry 
membership  and  paralyzing  GM  altogeth- 
er," says  Harley  Shaiken,  professor  of 
labor  studies  at  the  University  of  Cali- 
fornia at  San  Diego. 

Despite  Yokich's  new  tone,  GM  and  the 
UAW  will  be  hard  pressed  to  solve  their 


THE  UAW'S  STEVE  YOKICH  IS 
'WALKING  A  THIN  LINE 
BETWEEN  AN  ANGRY 
MEMBERSHIP  AND  PARALYZING 
GM  ALTOGETHER' 


problems  amicably.  In  the  current  labor 
pact,  GM  agreed  to  set  aside  up  to  $4 
billion  to  pay  laid-off  workers'  salaries. 
In  return,  the  UAW  eased  up  on  demands 
for  guaranteed  job  levels.  GM  officials 
say  the  union  wants  a  smaller  safety  net 
next  time.  But  a  larger  sum  could  be 
needed  if  GM  cuts  more  jobs. 

One  solution  may  be  for  the  union  to 
help  boost  productivity  in  exchange  for 
GM  bringing  parts  manufacturing  in- 
house.  Yokich  says  Lopez'  much  dis- 
cussed efforts  to  make  GM  suppliers 
more  competitive  may  have  this  result. 
At  Anderson,  for  example,  a  walkout 
was  averted  when  the  company  agreed 
to  bring  back  243  jobs  in  return  for 
changes  in  union  work  rules. 

Yet  it's  hard  to  see  how  such  a  pro- 
cess could  save  the  tens  of  thousands  of 
parts  jobs  that  analysts  say  are  not  cost- 
competitive.  Yokich  may  keep  the  heat 
on  by  threatening  more  local  strikes. 
Next  in  line:  a  Rochester  (N.  Y.)  plant 
that  makes  parts  for  GM  engines. 

More  walkouts  are  almost  certain  if 
GM  adopts  some  of  the  cost-cutting  ideas 
being  tossed  around — some  of  which 
seem  to  be  coming  from  its  board.  Led 
by  John  G.  Smale,  a  former  Procter  & 
Gamble  Co.  CEO,  and  other  outside  direc- 
tors, the  board  in  April  ousted  Lloyd  E. 
Reuss,  then  president,  and  replaced  him 
with  Smith.  They  upped  the  ante  again 
at  an  Oct.  5  meeting  by  renewing  de- 
mands for  quicker  action,  say  sources 
familiar  with  board  deliberations. 
ALBATROSS?  Such  pressure  could  lead  to 
desperate  measures.  To  appease  direc- 
tors, the  company  for  months  has  looked 
into  selling  such  inefficient  parts  opera- 
tions as  Inland  Fisher  Guide  Div.,  ac- 
cording to  sources  close  to  the  company. 
But  a  sale  would  be  difficult.  The  UAW's 
average  wage  and  benefit  cost  of  $34  an 
hour  is  more  than  twice  what  indepen- 
dent rivals  pay  out.  "If  they  sell  any 
plants,  the  contract  goes  with  it,  so  no- 
body in  their  right  mind  would  want  it," 
says  an  analyst  at  a  major  stockholder. 

Even  more  desperate  is  the  notion  of 
filing  for  Chapter  11  protection.  This  ru- 
mor has  floated  around  Wall  Street  for 
nearly  a  month,  and  UAW  officials  say 
GM  executives  have  confirmed  that  the 
option  has  been  considered.  But  Scott 
Sprinzen,  vice-president  for  corporate  fi- 
nance at  Standard  &  Poor's  Corp.,  calls 
the  idea  "ludicrous" — primarily  because 
GM  has  $7  billion  in  the  bank. 

Before  he  fell  ill  on  Oct.  13,  Stempel 
issued  a  statement  saying  that  "there  is 
no  disagreement  between  management 
and  the  outside  GM  directors  on  bargain- 
ing with  the  unions."  But  the  company  is 
clearly  intent  on  lowering  its  costs.  And 
that's  likely  to  be  hard  to  do  without 
more  labor  strife,  no  matter  how  agree- 
able Yokich  sounds  these  days. 

By  David  Woodruff  in  Detroit 
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ECONOMICS  I 


AN  ECONOMIST 

FOR  THE  COMMON  MAN 


Nobel  winner  Becker  has  applied  economic  principles  to  people's  lives 


Gary  S.  Becker,  who  on  Oct.  13 
was  awarded  the  Nobel  Memori- 
al Prize  in  Economic  Science,  is 
especially  fond  of  18th  and  19th  century 
Japanese  woodblock  prints.  He  likes  the 
way  the  prints,  called  ukiyo-e,  depict 
"people  in  ordinary  life." 

That's  fitting.  Becker,  more  than  any 
other  economist,  has  turned  the  spot- 
light of  economic  reasoning  onto  the  de- 
cisions that  individuals  and  families 
make  in  their  personal  lives.  He  starts 
with  a  basic  economic  approach  that 
says  people  make  rational  choices  to 
benefit  themselves,  and  that  those 
choices  are  strongly  affected  by  the  eco- 
nomic incentives  they  face.  Then,  he  ap- 
plies the  model  to  families,  marriage, 


neering,  are  now  mainstream  economic 
gospel.  Back  in  the  1950s,  when  he  pub- 
lished his  doctoral  dissertation  at  the 
University  of  Chicago,  The  Economics 
of  Discrimination,  he  was  nearly  alone 
in  using  classic  economic  concepts  to 
study  racial  discrimination  in  labor  mar- 
kets. Now,  it's  a  staple  of  the  profession. 
A  decade  later,  in  his  book  Humayi  Cap- 
ital, Becker  was  one  of  the  few  arguing 
that  an  individual's  investment  in  educa- 
tion and  training  was  similiar  to  a  com- 
pany's investment  in  new  machinery.  To- 
day, it's  widely  acknowledged  that  the 
U.  S.  needs  to  invest  more  in  its  human 
capital.  Becker  also  has  lectured  on  free 
markets  in  both  Eastern  Europe  and  the 
former  Soviet  Union. 


IS 
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mists  viewed  him  as  brilliant,  but  w^ 
When  he  gave  papers  at  confen 
suggesting  that  parents  would 
fewer  children  as  the  cost  of  n 
them  increased,  just  as  people  buy 
cars  when  the  price  goes  up,  "then 
laughing"  in  the  audience,  he  re 
And  his  work  on  the  incentive  effec 
different  rewards  and  punishmer 
criminal  behavior  raised  more  th 
few  hackles.  (The  idea  itself  sten 
from  a  debate  he  had  with  himself 
the  costs  and  benefits  of  parking 
ly  as  he  rushed  to  give  an  exam  a 
lumbia  University.)  "I  had  fun 
against    the  Establishment," 
Becker.  "That  gave  me  some  pleas 
PRIZE  NO.  3.  It  still  does.  In  his  ^ 
work,  Becker  is  once  again  pushin 
frontiers.  These  days,  he  is  focusir 
habits  and  addictions,  such  as  smo 
drinking,  and  drug  use.  Predict 
Becker  treats  addiction  within  the 
nal  choice  model.  While  many  peopBwM' 
sume  that  smoking  is  an  irrational  \ 
for  instance,  Becker,  along  with 
thors  Kevin  M.  Murphy  of  the  Uni 
ty  of  Chicago  and  Michael  Grossm; 


BECKER'S  WAY 

Here  are  Gary  Becker's  solutions  to  some 
major  problems: 


DRUGS 


Should  be  gradually  legalized: 

This  might  increase  drug  use. 
But  legalizing  drugs  would  re- 
duce crime  and  free  police  for 
more  serious  activities' 


ENTITLEMENTS 


Set  income  requirements  for  medicare  and 
Social  Security: 

'Concentrate  Social  Security  on 
the  poor,  and  let  the  other  peo- 
ple fend  for  themselves' 
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PARENTAL  LEAVE 


No  government-mandated  child-leave  ■  '*i 
policy:  f»«0( 

'Having  a  cliild  is  a  choice  and 
working  is  a  choice.  We 
shouldn't  be  subsidizing  workii 
mothers.  I'd  rather  make  sure 
the  child's  interest  is  protected 


ICai 


SCHOOL  VOUCHERS 


The  government  should  provide  vouchei 
to  the  poor  that  can  be  used  at  either  p, 
vote  or  public  schools: 

'Rich  and  middle-income  peopL 
should  spend  their  own  re- 
sources' DATA: 


education,  and  other  topics  of  day-to-day 
existence.  No  wonder  Becker,  a  regular 
BUSINESS  WEEK  columnist  since  1985,  is  a 
professor  in  both  economics  and  sociolo- 
gy at  the  University  of  Chicago. 
NOBEL  DEEDS.  Few  economists  have 
matched  Becker's  impact.  "No  other 
economist  has  so  broadened  the  range  of 
economic  analysis,"  says  Milton  Fried- 
man, a  Nobel  Laureate  and  a  former 
colleague.  Adds  Lawrence  H.  Summers, 
chief  economist  at  the  World  Bank:  "He 
has  profoundly  influenced  the  future  of 
economics  by  demonstrating  the 
breadth,  range,  and  power  of  economic 
reasoning  in  a  context  that  seemed  un- 
imaginable a  generation  ago." 

Becker's  contributions,  once  so  pio- 


In  America,  Becker  has  become  some- 
thing of  a  guiding  spirit  to  economists 
and  policymakers  who  want  to  use  eco- 
nomic incentives  to  address  some  of  the 
nation's  most  intractable  problems.  For 
example,  the  school-choice  movement  at- 
tempts to  use  competition  and  consumer 
choice,  the  keystone  of  any  market,  to 
help  save  the  nation's  troubled  .schools. 
"I  believe  there  is  a  connection  between 
my  public  policy  views  and  economics, 
and  it's  that  people  respond  to  incen- 
tives," says  Becker.  "If  we  make  it  too 
easy  to  commit  a  crime,  we'll  get  more 
crime.  If  there's  no-fault  divorce,  di- 
vorced women  will  end  up  in  a  lousy 
situation." 

Early  in  Becker's  career,  most  econo- 


the  City  University  of  New  York, 
found  that  a  W/r-  increase  in  ciga 
prices  reduces  consumption  by  4%  ii 
short  term  and  7.5%  in  the  long  ten 
other  words,  addicts  respond  to  prk 
centives  just  like  any  other  consum 

Among  Nobel  prizes  to  Ameri 
Becker's  is  the  third  in  a  row  to  a 
versify  of  Chicago  economist,  a  str: 
symbol  of  just  how  powerful  the  la 
faire  Chicago  school  has  become.  Ai 
Becker's  ideas  spread  to  sociology 
mography,  and  other  social  scie: 
Becker  himself  could  rank  as  the 
influential  economist  of  his  generat 

By  Christopher  Farrell,  with  Michi 
Mandel  in  New  York  and  Julia  Flyn 
Chicago 
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SMACKS 
OUBLE 

inits  win  the  Baldrige  award 


[arch,  1990,  when  American  Tele- 
ne  &  Telegraph  Co.  launched  its 
T  Universal  Card,  applicants  f()r 
-interest  credit  card  overwhelmed 
)ne  lines.  Into  the  breach  stepped 
5al  Card  Services  President  Paul 
m  and  his  14-year-old  son,  who 
staff  the  phones  on  the  grave- 
hift  so  that  trained  operators 
frab  some  rest  and  be  fresh  for 
>ier  daytime  hours. 
)ct.  14,  Kahn  &  Son's  sleepless 
paid  off:  Universal  Card  became 
two  AT&T  units  to  win  the  Mal- 
aldrige  National  Quality  Awards. 

two-year-old  Jacksonville  (Fla.) 
ion  shared  honors  with  AT&T 
mission  Systems,  which  makes 
ding  and  -receiving  gear  and 
lack  to  Alexander  Graham  Bell's 
s  the  first  time  one  company  won 
ards — and  in  the  same  year.  Says 
'I  feel  like  my  team  has  just  won 
irld  Series." 

ID  ROCKS.  AT&T's  two  units — one 
[lion  service  company,  the  other  a 
ed  manufacturer — took  different 
to  quality.  Rallying  the  troops  to 
ond  the  call  of  duty  helped  at 
5al  Card.  Transmission  Systems, 
•istown,  N.  J.,  scuttled  the  rah-rah 
:h  in  favor  of  a  low-key  focus  on 
fi-solving.  Patricia  A.  Crowe,  a 
ear  veteran  line  worker  in  Trans- 
1  Systems'  North  Andover  (Mass.) 
ays  she  now  comes  up  with  ideas 
movements  on  her  days  off.  Notes 
Executive  William  B.  Marx  Jr., 
rersees  Transmission  Systems: 
I  you  get  people  [organized] 

facts  as  opposed  to  emotions,  it's 
g  what  they  can  do." 
ffect,  AT&T  studied  to  pass  the 
:e  test.  This  year,  about  857^  of  its 
is  units  will  apply  for  AT&T's  own 
1  quality  award,  which  is  based 

Baldrige.  The  idea  is  to  wring 
ements  even  out  of  units  that 
0  hope  of  winning.  Other  compa- 
re likewise  begun  applying  the 
:e  criteria,  including  this  year's 
vinners:  Texas  Instruments'  De- 
Systems  &  Electronics  Group  in 

Ritz-Carlton  Hotel  in  Atlanta, 
anite  Rock,  a  Watson ville  (Calif.) 

supplier.  By  getting  American 
;s  to  focus  on  quality,  the  Bal- 
Lward  seems  to  be  achieving  ex- 
'hat  it  aims  to. 

By  Peter  Coy  in  New  York 


STRATEGIES  I 


EVANS  AND  RYPINSKI:  BOOSTING  MORALE,  LAUNCHING  NEW  LINES,  AND  LOOKING  OVERSEAS 


GIVING  ARMOR  ALL 
SOME  OF  THAT  OLD  GLOSS 


The  company  founder  is  back,  with  a  trunkful  of  product  ideas 


Twenty  years  ago,  Alan  F.  Rypinski 
worked  out  of  his  motor  home, 
hawking  a  new  car-care  product  at 
state  fairs  and  shopping  malls.  The 
creamy  white  liquid  was  called  Armor 
All  Protectant,  and  Rypinski  promised  it 
would  renew  the  vinyl  and  plastic  sur- 
faces in  cars.  Armor  All  spawned  hun- 
dreds of  imitators,  but  none  could  touch 
the  original:  It  eventually  grew  to  ac- 
count for  of  the  $500  million  market 
for  car-appearance  products — cleaners, 
waxes,  and  polishes.  It  also  made  Ry- 
pinski a  wealthy  man.  He  sold  out  to 
McKesson  Corp."  for  $50  million  in  1979 
and  left  the  company  in  1984. 

Now,  Rypinski  is  back.  On  Oct.  16, 
Armor  All  Products  Corp.,  based  in 
Aliso  Viejo,  Calif.,  announced  that  its  53- 
year-old  founder  was  returning  as  chair- 
man emeritus.  "He  has  a  huge  vision  for 
Armor  All,  and  it's 
close  to  my  vision  for 
Armor  All,"  says  Ken- 
neth M.  Evans,  presi- 
dent and  CEO.  "He'll  be 
able  to  work  outside  the 
system  as  the  entrepre- 
neurial arm  that  leads 
us  into  new  markets." 
LOST  TOUCH.  He'll  also 
supply  a  boost  to  com- 
pany morale.  For  a 
while.  Armor  All  pros- 
pered. After  Rypinski 
left,  the  company  past- 


ed its  name  on  detergents  and  car  polish- 
es. And,  in  1988,  it  bought  Borden  Inc.'s 
car-care  division,  with  its  Rain  Dance  car 
wax  brand.  Sales  soared  to  a  peak  of 
$165  million  in  fiscal  1990. 

Then  Armor  All  hit  a  wall.  "Armor  All 
was  not  adroit  enough  to  recognize  the 
change  in  retailing  topography,  the  shift 
of  its  markets  into  the  Kmarts,  the  Wal- 
Marts,  the  Price  Clubs,"  says  McKesson 
Chairman  Alan  Seelenfreund,  an  Armor 
All  director.  Worse,  its  systems  to  keep 
track  of  cash  and  inventories  had  spun 
out  of  control.  The  full  extent  of  the 
damage  didn't  show  up  until  the  end  of 
the  next  fiscal  year:  Revenues  dropped 
197f ,  to  $134  million,  as  earnings  plunged 
64%,  to  $6.8  million.  And  because  Armor 
All  had  flooded  retailers  with  cut-price 
merchandise,  operating  margins  sank  to 
an  all-time  low  of  \07<  (chart). 

The  comeback  started 
18  months  ago,  when 
Evans,  51,  was  brought 
in  from  Eastman  Kodak 
Co.  "Armor  All's  big 
strength  is  its  big  weak- 
ness," he  says.  Its  pat- 
ented silicone-based 
product,  which  keeps  vi- 
nyl, rubber,  and  plastic 
from  drying  out  and 
cracking,  has  an  amaz- 
ing 76%  share  of  the 
tire-  and  dashboard-care 
market,  according  to  In- 
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restructuring,  the  MANAGEMENT  - 

\  iiu: 

Federated  Department  Stores  didn't  set„.p, 

io.?(lii 
Feilc: 

for  ALTERATIONS,  they  complete'^l^ 

rsofii 

REDESIGNED   the  BALANCE  SHEI 


Durino;  IWO,  in  the  midst  of  a  retailing; 
rn,  department  stores  were  collapsing; 
^r  another.  But  when  Federated  ran 
uble,  management  fought  hack.  And 
an  unprecedented  turnaround. 
\rmed  with  a  roster  of  some  of  the  most 
3US  names  in  retaihuii;:  Bloomint^dale's, 
n  and  Straus,  The  Bon  Marche,  Bur- 
ordan  Marsh,  I>a/arus,  Rich's,  (iold- 
and  Stern's,  Federated's  management 
;structuring.  llieir  goah  to  emerge  from 
)tcy  and  return  to  the  capital  markets. 
)ne  of  the  first  steps  was  to  turn  to 
1  Brothers,  for  sixty  years  Federated's 
I  counselor  and  business  ally. 

LAPPING  THE  BEST  ROUTE 
TOlVLARIvET 

Fogether  with  Lehman  Brothers,  Fed- 
i  management  conceixed  and  imple- 
a  plan  w  ith  two  objecti\es:  to  improve 
ig  performance  while  simultaneously 
ig  the  capital  structure. 
"Y^derated  successfully  negotiated  a 
financial,  legal,  and  business  issues  in 
)  restore  revenues  while  con\incing 
s  of  its  long-term  \  iability  In  February 


of  1^^^)2,  Federated  successfullv  emerged 
from  ( ihapter  1 1. 

Within  se\eral  weeks,  Lehman  Broth- 
ers ad\  ised  Federated  that  the  combination  of 
the  company's  new  capital  structure  and  cur- 
rent market  conditions  indicated  the  time  was 
right  for  a  return  to  the  eiiiutv  market.  Feder- 
ated chose  Lehman  Brothers  to  lead  manage  an 
offering  of  o\er  40  million  shares,  w  hich  gener- 
ated more  than  $500  million  in  new  ecjuitv  cap- 
ital. 'Fhe  largest  retail-  restructuring  in  history 
had  been  completed  in  record  time. 

customt)esk;ned 
solitioxs. 

Crucial  to  the  plan's  success  was  a  team 
that  combined  industrx  expertise  w  ith  market 
intelligence  and  distribution  strength. 

At  Lehman  Brothers,  we  ser\e  our  cli- 
ents bv  draw  ing  upon  the  skills  of  indi\  iduals 
from  exery  area  of  our  firm,  a  practice  w  hich 
ensures  that  our  clients  get  the  best  solution 
rather  than  the  solution  with  which  one  indi- 
\  idual  is  best  acquainted. 

If  vour  company  has  a  problem  or 
opportunity  that  could  use  that  kind  of 
approach,  we'd  like  to  be  inxohed. 


Lehman  Brothers 
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i  Resources   Inc.,   a  Chicago 

markeL  researcher.  "With  saturation  like 
that,  the  real  trick  is  to  bring  more  peo- 
ple into  the  category,"  Evans  says. 

That's  why  Armor  All  is  now  looking 
overseas.  A  year  ago,  Evans  signed  a 
deal  with  S.  C.  Johnson  &  Son  Inc.  to 
market  the  company's  products  through- 
out much  of  the  rest  of  the  world.  To 
win  over  more  women.  Armor  All  in 
March  introduced  Armor  All  Tire  Foam, 
a  "spray  on,  drip  off"  version  of  its  pro- 


tectant. It  now  enjoys  the  second-best 
sales  in  the  line.  In  November,  Armor 
All  will  start  launching  new  easy-to-use 
Rain  Dance  car  waxes.  So  far  this  fiscal 
year,  sales  are  up  227^,  and  analysts  pre- 
dict that  the  company  will  top  $170  mil- 
lion, with  its  best  earnings  in  four  years. 

The  next  move  is  Rypinski's.  When  he 
founded  the  company,  he  envisioned  Ar- 
mor All  as  a  life  extender  for  rubber, 
plastic,  and  vinyl  materials,  no  matter 
where  they  were  used.  Now,  he'll  have 


the  chance  to  pursue  his  original  v;; 
Those  household  uses,  says  Rypii 
"have  been  on  the  label  all  these  y* 
and  now  we're  going  to  do  somet 
about  it  in  a  major  way."  Evans  s  • 
"In  three  to  five  years,  we  think  we 
get  25%  of  our  sales  from  new  prodi 
up  from  7%  now."  Rypinski  will  dev 
the  new  products,  the  ones  that 
thinks  will  finally  take  Armor  All  oi 
the  garage  and  into  the  home. 

Bi/  Larry  Armstrong  in  Aliso 


DEALS  I 


MAYBELLINE 

HAS  HEADS  TURHING 


Wasserella  wants  to  sell  20%  of  the  revamped  cosmetics  maker 


At  first  glance,  it  looks  as  if  no- 
body on  Wall  Street  is  in  the 
market  for  nail  polish  and  lip- 
stick. After  all,  it  was  only  last  July  that 
glitzy  Revlon  Group  had  to  yank  a  $400 
million  initial  public  offering — even  after 
lowering  its  offering  price  from  $19  to 
$14  a  share.  To  boot,  the  broad  market 
for  IPOs  keeps  slowing  down.  Nonethe- 
less, on  Oct.  9,  No.  2  cosmetics  maker 
Maybelline  Inc.  filed  a  registration  state- 
ment with  the  Securities  &  Exchange 
Commission,  saying  it  plans  to  sell  some 
million  in  stock,  or  207  of  the  com- 
pany, to  the  public. 

Maybelline's  management  fig- 
ures the  fresh  face  they've  put  on 
their  company  will  make  this  offer- 
ing a  hit.  In  the  two  years  since  it 
paid  $800  million  to  Schering-Plough 
Corp.  for  Maybelline,  owners  Was- 
serstein,  Perella  &  Co.  have  cut  some 
140  products  out  of  the  company's 
lineujj  of  560,  updated  the  brand's  im- 
age by  replacing  former  Woudef 
Woman  star  Lynda  Carter  with  model 
Christy  Turlington,  and  launched  a  new 
slogan:  "Maybe  she's  born  with  it,  may- 
be it's  Maybelline."  The  company  also 
brought  out  niche  products,  such  as 
Shades  of  You,  makeup  for  dark-skinned 
women. 

SECOND  EMBARRASSMENT?  The  make- 
Over  seems  to  have  worked.  For  the 
first  six  months  of  1992,  the  Memphis 
(Tenn.)-based  Maybelline  posted  an  in- 
crease in  operating  income  of  38.57,  to 
$16.2  million.  Net  .sales  for  the  period 
were  $149.6  million,  up  sharply  from  the 
$117.8  million  collected  in  1991's  first 
half.  "This  offering  should  sell  even  bet- 
ter than  Maybelline's  Great  Lash  mas- 
cara," predicts  Robert  B.  McKeon,  presi- 
dent of  Veritas  Capital  Inc.  and  the 
former  Wasserstein  banker  who  once 


served  as  the  makeup  maker's  chairman. 

Bruce  Wasserstein  hopes  that  optimis- 
tic prediction  is  on  target.  The  invest- 
ment firm's  chief  executive  and  Maybel- 
line chairman  has  a  lot  riding  on  the 
deal.  Wasserstein  launched  his  mergers 
and  acquisitions  firm  in  1988,  just  as  the 
M&A  business  fell  off  a  cliff.  Later  that 
year,  he  entered  the  leveraged  buyout 
business — right  as  that  market  peaked. 
If  Wasserstein  can  successfully  take 
Maybelline  public,  it  would  be  the  first 


Sales  were  revived  with  a 
new  model,  a  snazzier 
slogan,  and  niche  products 


time  any  of  the  four  companies  in 
fledgling  LBO  limited  partnership 
earned  a  public  listing. 

Besides,  Wasserstein  hopes  to  use 
Maybelline  deal  to  break  into  the  eq 
underwriting  business,  by  acting  as 
co-manager  on  the  offering.  That  w 
be  the  firm's  first  equity  underwrii 
"This  deal  is  a  franchise-maker  or  i 
chise-breaker  for  Wasserstein,"  sa; 
Wall  Street  competitor. 

To  make  sure  the  offering  is  a 
chise-maker,  Wasserstein  has  lined 
Merrill  Lynch  &  Co.  as  the  lead  uri 
writer.  Merrill  also  served  as  the  ur 
writer  on  Revlon's  failed  IPO.  "I  c 
think  Merrill  would  want  a  second 
barrassment,"  says  Allan  Mottus,  a 
metics  industry  consultant. 

Wasserstein  can't  afford  an  eir 
rassment,  either.  Indeed,  Maybe 
may  be  the  only  bright  spot  in  Wai 
stein  Perella's  merchant  banking  po: 
lio.  Already,  by  refinancing  its 
debt,  Wasserstein  was  able  to  ex 
$60  million  from  Maybelline,  which 
paid  out  as  a  dividend  to  investorl 
Wasserstein's  merchant  banking  fu: 
BATTERED  BRITS.  That  leaves  the 
witli  such  headaches  as  Gateway  p; 
British  supermarket  chain  that  ol 
Herman's  Sporting  Goods  Inc.  in 
U.  S.  Wasserstein  has  some  $350  mi' 
of  its  LBO  fund  invested  in  the  comp; 
which  has  been  bruised  by  the  s, 
British  economy,  a  crushing  debt 
den,  and  large  capital  needs.  Gate' 
recently  renegotiated  with  its  ban! 
get  some  breathing  room.  The 
also  owns  the  recession-battered 
ish  cosmetics  firm  Yardley  of  Lo 
as  well  as  Collins  &  Aikman  G: 
Inc.,  a  Santa  Monica  (Calif.)-b: 
conglomerate  that  sells  a  rangi 
goods  from  pantyhose  to 
parts. 

The  exact  timing  and  prio 
Maybelline's  offering,  which  wouL 
used  to  pay  down  debt,  still  hasn't 
set.  But  with  so  much  riding  on  the  c 
there's  a  good  chance  the  price  will 
just  what's  needed  to  make  Wall  St 
an  ardent  fan  once  more  of  the  cosi 
ics  biz. 

By  Leah  Nathans  Spiro  in  New 
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SMinn  While  virtually  any  car  will  get  you  to 
■■■■H  and  from  work,  few  will  actually  move 
ike  the  1993  Toyota  Camry  LE  V6. 
It  starts  the  moment  you  turn  the  ignition.  You  feel 
owerful  (yet  amazingly  quiet)  185-hp,  24-valve  V6 
le  spring  to  life.  As  you  quickly  gather  momentum, 
-speed  electronically  controlled  automatic  overdrive 
mission  (ECT)  shifts  smoothly  Almost  imperceptibly 
adrenaline  begins  to  rise.  The  variable-assist  power 
and-pinion  steering  sends  a  message  to  your  brain: 
ire  in  control.  And  loving  it.  You  settle  into  a  rhythm 


ot  straightaways  and  turns.  1  he  Lamry  s  4-wheel 
independent  suspension  responds  to  each.  Beautifully 

Then,  all  too  soon,  your  ride  to  work  has  ended.  You 
take  comfort  in  just  one  thought:  there's  still  the  trip  home. 
Call  1-800-GO-TOYOTA  for  a  brochure  and  location  of 
your  nearest  dealer. 


WIAT  OTHERS  CALL  A  COMMUTE, 
YOUXL  CONSIDER  A  JOYRIDE. 


WOULD  YOU  PAY  $49.95 
F0R5£Jir? 


Madomia's  illustrated  fantasy  book  could  be  too  hot  for  Time  Warner 


R 


^Hjiper  Ice-T  and 
Murphy  Brown 
iboth  became 
political  footballs  in 
this  election  year.  But 
of  all  people,  Madonna 
has  been  ignored  in 
the  noisy  debate  over 
family  values — not 
rating  even  a  perfunc- 
tory cluck  from  Dan 
Quayle. 

This  one-woman 
publicity  machine  may 
soon  change  all  that — 
and  put  Time  Warner 
Inc.'s  standards  of 
taste  on  trial  again. 
The  giant  media  con- 
glomerate is  still  re- 
covering from  a  bitter 
controversy  last  summer  over  Ice-T's 
song,  Cop  Killer.  Now,  its  Warner 
Books  unit  is  set  on  Oct.  21  to  unveil 
Sex,  a  r28-page  book  that  records  Ma- 
donna's fantasies  in  words  and  pictures. 
Some  observers  say  the  charged  political 
climate  guarantees  that  this  latest  stunt 
will  be  her  most  controversial  yet.  The 
book's  words  are  provocative  enough: 
"Sex  with  the  young  can  be  fun  if  you're 
in  the  right  mood,"  reads  one  passage. 
But  the  photos  are  the  pop-cultural 
equivalent  of  nitroglycerin:  Madonna  ap- 
pears in  a  series  of  remarkably  graphic 
poses  with  men,  women — even  a  dog. 
SALIVATING.  Publishing  executives,  nat- 
urally, are  talking  of  little  else  these 
days.  Warner  has  tantalized  the  public 
by  keeping  the  book's  contents  under 
wraps.  It  has  allowed  customers  to  order 
advance  copies  of  Sex  at  bookstores. 
And  the  pojjular  press  has  done  the  rest. 
"This  is  orchestrated  as  well  as  anything 
I've  seen  in  my  career  in  jjublishing," 
says  Stuart  Applebaum,  a  senior  vice- 
president  at  Bantam  Doubleday  Dell. 

Even  if  politicians  choose  not  to  make 
an  issue  of  Sex,  Applebaum  predicts  it 
will  sell  like  crazy.  Warner  Books  has 
ordered  a  run  of  750,000  copies  for  the 
U.  S.,  Canada,  and  Europe.  And  Nanscy 
Neiman,  the  book's  editor,  expects  to 
sell  all  of  them:  "This  won't  be  Scarlett, 
but  it  will  be  the  book  of  the  year,"  she 
says.  Warner  last  year  sold  2  million 
hardcover  copies  of  Scarlett,  the  sequel 
to  Go)ie  with  the  Wind. 


Still,  bookstores  and 
Madonna's  publisher 
will  be  navigating 
treacherous  shoals. 
The  book's  contents 
are  so  hot  and  heavy 
that  Sex  will  be 
wrapped  in  a  mylar 
cover  so  that  browsers 
can't  leaf  through  it. 
Two  big  chains,  Wal- 
denbooks  Inc.  and 
Barnes  &  Noble  Book- 
stores Inc.,  say  they 
won't  sell  it  to  anyone 
under  18.  And  many 
bookstores  plan  to  dis- 
play the  book  only  be- 
hind the  cash  register. 
What's  more,  Sex 
costs  a  hefty  $49.95. 
"How  many  people  will  spend  that  much 
money,  sight  unseen,  to  look  at  Madonna 
in  various  poses?"  asks  Peter  Osnos, 
publisher  of  Times  Books,  a  Random 
House  Inc.  imprint. 

Indeed,  the  price  tag  makes  several 
booksellers  leery.  Don  Rieck,  manager 
of  the  Doubleday  Bookshop  in  New 
York,  says  he  has  received  fewer  than 
50  orders  for  Sex  so  far.  And  Joyce  Mes- 
kis,  owner  of  the  Tattered  Cover  in  Den- 


ver, doesn't  expect  a  blockbufi 
With  Sex  following  on  the  heels  oj| 
Cop  Killer  brouhaha,  the  risk  to 
Warner  is  more  than  just  underwh] 
ing  sales.  The  company  initially  ref 
to  pull  Ice-T's  inflammatory  song,i 
spite  protests  from  angry  police  offi>r 
and  others.  Ice-T  eventually  yankedih 
song  himself.  Another  cause  celcbv, 
just  what  Time  Warner  doesn't  rw 
say  media  analysts.  And  one  invi.i.t 
worries  that  the  furor  could  even  hv-^i 
hurt  the  stock.  "The  difficult  positiot| 
Time  Warner  is  to  stay  on  the  cutS 
edge  while  recognizing  the  real  concgi 
of  its  investors,"  says  Christopher 
on,  an  analyst  at  Paine  Webber  Inc 
ROMP.  Neiman  says  Time  Warner' 
cent  flare-ups  had  no  bearing  on  hei 
cision  to  back  the  book.  "We  made 
decision  long  before  Ice-T  became 
troversial,"  she  says.  She  adds  that  1 
Warner  managers  have  supported 
project  all  along.  Warner  is  releasiik 
new  Madonna  album,  Erotica,  to  (jt 
cide  with  publication.  The  book  will  ^ 
contain  a  CD  featuring  the  album's  i 
track.  Erotica  is  part  of  Madonna's! 
million  multimedia  deal  with  Ii 
Warner;  the  book  deal  is  separate.  1' 
Time  Warner  won't  say,  but  rival  j 
lishers  claim  it  paid  Madonna  a  $5 
lion  advance  for  Sex.  One  exec  estim 
Warner  must  sell  400,000  copies  to  b: 
even.  So  the  company  had  better  1| 
that  Madonna's  sexy  romp  finds  a 
audience.   But  in  this  feverish  a. 
sphere,  Madonna  would  help  her  co 
rate  patron  most  by  being  just 
hot — not  a  hot  button. 

Bi/  Mark  Landler  in  New  York, 
Sdndra  !).  AtchiHoii  in  Dearer 
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RTRAITOFA  QUITTER 


I 


m  embarrassed  to  tell  you  how  many  times  I've  tried  to  go  cold  turkey  to  quit  smoking.  Cravings  for 
cotine  always  made  me  start  smoking  again.  1  couldn't  seem  to  get  past  the  first  weeks. 


riL  NOV^  I  NEVER  THOUGHT  I 
DULD  REALLY  QULT  SMOKLNG 


Then  my  doctor  suggested  Habitrol™  Hahitrol  is  a  skin  patch,  available  only  by  prescription  to  help  relieve 
cotine  cravings.  When  used  as  part  ot  a  comprehensive  behavioral  smoking  cessation  program,  it's  been 
inically  proven  to  increase  the  chances  of  quitting  in  the  critical  first  three  months.  That's  when  nicotine 
thdrawal  symptoms  force  many  people  back  to  smoking. 

As  part  of  my  smoking  cessation  program,  I  attended  a  support  group  my  doctor  recommended.  He  also 
ve  me  a  free  support  kit  with  tips  on  getting  through  the  rough  times.  And  an  audio  tape  for  relaxation 
id  motivation. 

Since  Hahitrol  contains  nicotine,  do  NOT  smoke  or  use  other  nicotine  containing  products  while  receiving 
abitrol  treatment.  It  you're  pregnant  or  nursing,  or  have  heart  disease,  be  sure  to  first  find  out  from  your  doctor 
I  the  ways  you  can  stop  smoking.  It  you're  taking  a  prescription  medicine  or  are  under  a  doctor's  care,  talk 
th  your  doctor  about  the  potential  risks  of  Hahitrol.  Hahitrol  shouldn't  he  used  for  more  than  three  months. 

If  you're  really  determined  to  quit,  ask  your  doctor  it  Hahitrol  as  part  of  a  comprehensive  smoking  cessation 
ogam  is  right  for  you.  Or  call  1-800-YES-U-CAN,  for  a  brochure  today. 

If  you're  tired  ot  quitting  and  tailing,  Hahitrol  can  help  you  with  the  nicotine  craving  and  this  can  help  you  in 
lur  program  to  quit  smoking.  After  that,  it's  up  to  you. 

^  YOmE  GOT  THE  WILL,  NOW  YOU  CAN  HAVE  THE  POWER.  Habitrol 

EL  (nicotine 

transdermal 

See  next  page  for  additional  important  information.  System) 


maceuticals 

>-GEIGY  Corporalion 
ifsey  07901 
EIGY  Corporalion 


Svfstemic  delivety  o)  21 , 14.  or  7  mg/ilay  over  24  hours 

mEf  SUMMARY.  FOR  FUU  PRESCRIBING  INFORMATION  SEE  PACKAGE 
INSERT. 

INOICATIONS  AND  USAGE 

Haljiliol  liiMlmenI  is  indicated  as  an  aid  lo  smoking  cessalion  lor  Ihe  reliel  ol  mco- 
line  wiltidid*al  symploms  Habilrol  IrealmenI  should  be  used  as  a  pari  ol  a  com- 
prehensivi:  behavioral  smoking  cessalion  program 

Ihe  use  ol  Habilrol  systems  lor  longer  lhan  3  monlhs  has  nol  been  sludied 
CONTRAINDICATIONS 

Use  ol  Habilrol  systems  is  conlraindicaled  in  patienis  wilh  hypersensilrvily  or  aller- 
gy 10  nicoline  or  lo  any  ol  Ihe  componenis  ol  Ihe  Iherapeulic  system 
WARNINGS 

Nnoline  liom  any  source  can  be  loxic  and  addiclive  Smoking  causes  lung  cancer 
heart  disease  emphysema,  and  may  adversely  aBecl  Ihe  lelus  and  Ihe  pregnani  woman 
For  any  smoker  Willi  or  wilhoul  concomilani  disease  oi  piegnancy  Ihe  risk  ol  nicoline 
replacement  m  a  smoking  cessalion  program  should  be  weighed  againsi  Ihe  hazard  ol 
conlinued  smoking  while  using  Habilrol  systems,  and  Ihe  likelihood  ol  achieving  ces- 
sation ol  smoking  without  nicoline  replacemenl 
Pregnancy  Warning 

Tobdico  smoke  which  has  been  shown  lo  be  harmlui  lo  Ihe  lelus  conlains 
nicoline  hydrogen  cyanide,  and  carbon  monoxide  Nicotine  has  been  shown  m 
animal  studies  lo  cause  lelal  harm  It  is  Iherelore  presumed  that  Habilrol  Ireal- 
menI can  cause  telal  harm  when  administered  lo  a  pregnani  woman  The  ellecl 
ol  nicotine  delivery  by  Habilrol  systems  has  nol  been  examined  in  pregnancy 
(see  PRECAUTIONS  Other  Eltecis)  Therelore  pregnani  smokers  should  be 
encouraged  lo  attempt  cessation  using  educational  and  behavioral  mlervcn- 
lions  belore  using  pharmacological  approaches  II  Habilrol  therapy  is  used 
during  pregnancy  or  rl  Ihe  palieni  becomes  pregnani  while  using  Habiliol 
IrealmenI  Ihe  patient  should  be  apprised  ol  Ihe  potential  hazard  lo  Ihe  lelus 
Safety  Note  Concerning  Children 

The  amounts  ol  nnoline  thai  are  loleialed  by  adull  smokers  can  produce  symploms 
ol  poisoning  and  could  prove  lalal  it  Habilrol  systems  are  applied  or  ingested  by 
children  or  pels  Used  21  mg/day  systems  contain  about  60°'o  (32  mgi  ol  their  ini- 
tial drug  conleni  Therelore  patients  should  be  cautioned  lo  keep  bolh  used  and 
unused  Habilrol  systems  oul  ol  Ihe  reach  ol  children  and  pels 
PRECAUTIONS 
General 

the  palieni  should  be  urged  lo  slop  smoking  completely  when  inilialing  Habilrol 
Iherapy  (see  DOSAGE  AND  ADMINISTRATION)  Palienis  should  be  inlormed  thai  il 
Ihey  continue  lo  smoke  while  using  Habilrol  systems  Ihey  may  experience  adverse 
etiecis  due  lo  peak  nicotine  levels  higher  lhan  those  experienced  Irom  smoking 
alone  ll  there  is  a  clinically  signilicani  increase  in  cardiovascular  or  other  eltecis 
attributable  lo  nicoline,  Ihe  Habilrol  dose  should  be  reduced  or  Habilrol  IrealmenI 
discontinued  (see  WARNINGS)  Physicians  should  anticipate  lhal  concomilani 
medications  may  need  dosage  adiuslmeni  (see  Drug  Inleraclionsl 

The  use  ol  Habilrol  systems  beyond  3  monlhs  by  palienis  who  slop  smoking 
should  be  discouraged  because  the  chronic  consumplion  ol  nicotine  by  any  route 
can  be  harmlui  and  addicting 

Allergic  Heactions:  In  a  6-week  open-label  dermal  irrilalion  and  sensilizalion 
study  ol  Habilrol  systems  22  ol  220  patients  exhibited  delinite  erythema  al  24 
hours  alter  application  Upon  rechallenge  3  palienis  exhibited  mild-lo-moderate 
ccniaci  altergy  Palienis  wilh  conlaci  sensitization  should  be  cautioned  lhal  a  seri- 
ous reaction  could  occur  Irom  exposure  lo  other  nicolme-conlaining  products  or 
smoking  In  Ihe  elticacy  trials  erythema  lollowing  system  removal  was  typically 
seen  in  about  1 7\  ol  palienis  some  edema  in  "fo  and  dropouts  due  lo  skrn  reac  - 
lions  occurred  m  6%  ol  palienis 

Palienis  should  be  instructed  lo  promptly  discontinue  Ihe  Habilrol  IrealmenI 
and  conlaci  Iheir  physicians  it  Ihey  experience  severe  or  persislenl  local  skin  reac- 
tions al  Ihe  site  ol  application  (e  g  severe  erythema  pruritus  or  edema)  or  a  gen  - 
eialized  skin  reaction  (e  g  urticaria  hives  or  generalized  rash) 
SWii  Disease:  Habilrol  systems  are  usually  well  tolerated  by  palienis  with  normal 
skin  bul  may  be  irniaiing  lor  patients  with  some  skin  disorders  (atopic  or  eczema- 
lousdeimalilisl 

Cardiovascular  or  Peripheral  Vascular  Diseases:  The  risks  ol  nicotine 
replacemenl  m  palienis  wilh  certain  cardiovascular  and  peripheral  vascular  dis- 
eases should  be  weighed  againsi  Ihe  benelils  ol  including  nicotine  replacemenl  in 
a  smoking  cessation  program  lor  Ihem  Specilically  patients  wilh  coronary  heart 
disease  (history  ol  myocardial  inlarclion  and/or  angina  pectoris),  serious  cardiac 
arrhythmias  or  vasospastic  diseases  (Buerger's  disease  Prinzmelal  s  variani  angi- 
na) should  be  carelully  screened  and  evaluated  belore  nicotine  replacemenl  is  pre- 
scribed 

Tachycardia  occurring  in  association  with  Ihe  use  ol  Habilrol  IrealmenI  was 
reported  occasionally  II  serious  cardiovascular  symploms  occur  with  Habilrol 
IrealmenI  il  should  be  discontinued 

Habilrol  IrealmenI  should  generally  nol  be  used  in  patients  during  Ihe  immedi  - 
ate  post  mynraidial  inlarclion  period  palienis  with  serious  arrylhmias,  and 
1..!' -  '  A"  ,'V'i»' 0!  worsening  angina  pectoris 
Renal  or  Hepatic  Instttticieacy:  The  pharmacokinetics  ol  nicoline  have  nol 
been  'luili-ij  !■■  iriK  elderly  or  in  pahenls  wilh  renal  or  hepatic  impairment 
However  given  lhal  nicoline  is  extensively  metabolized  and  lhal  its  total  system 
clearance  is  dependeni  on  liver  blood  How  some  mlluence  ol  hepalic  impairment 
on  drug  kinetics  (reduced  clearance)  should  be  aniicipaled  Only  severe  renal 
impairmeni  would  be  expected  lo  allecl  Ihe  clearance  ol  nicoline  or  ils  metabolites 
Irom  Ihe  circulation  (See  CLINICAL  PHARMACOLOGY  Pharmacokinetics! 
tndocrine  Diseases:  Habilrol  IrealmenI  should  be  used  with  caution  in 
palipnis  with  hyperlhyroidism  pheochromncyloma  or  insulin-dependeni  dia- 
br'ii-s  ',ini  f  nicoline  causes  Ihe  release  ol  catecholamines  by  Ihe  adrenal  medul- 
1.1 

Peptic  Ulcer  Disease:  Nicoline  delays  healing  m  peplic  ulcer  disease  Iherelore, 
Habilrol  liealmenl  should  be  used  with  caulion  in  patients  wilh  active  peplic  ulcers 
and  only  when  Ihe  benelils  ol  including  nicotine  replacemenl  m  a  smoking  cessa- 
tion program  outweigh  Ihe  risks 

Accelerated  Hfperteiaion:  Nicoline  conslilules  a  risk  laclor  lor  development 
ol  malignanl  hypf5lcnsion  in  palienis  with  accelerated  hypertension  Iherelore 
Habilrol  IrealmenI  should  be  used  wilh  caution  in  these  patients  and  only  when  Ihe 
benelils  ol  including  nicoline  replacemenl  in  a  smoking  cessation  program  out- 
weigh Ihe  risks 
Information  for  Patients 

A  patient  insliuclion  sheet  is  included  in  Ihe  package  ol  Habilrol  systems  dis- 
(iprisert  lo  Ihe  palieni  II  contains  important  inlormalion  and  insliuclions  on  how  lo 
use  and  dispose  ol  Habilrol  systems  properly  Palienis  should  be  encouraged  lo 
ask  gueslions  ol  Ihe  physician  and  pharmacist 

Palienis  must  be  advised  lo  keep  bolh  used  and  unused  systems  oul  ol  Ihe  reach  ol 
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Smoking  cessation  wilh  or  wilhoul  nicotine  replacemenl  may  alter  Ihe  pharma- 
cokinelics  ol  certain  concomilani  medications 
May  Require  a  Decrease  in 

Dose  at  Cessation  ol  Smohinq     Possible  Mechanism 

Aceldn!ii!i.ipi  Hi  ,.,.i;ii  li!"  Deinduclion  ol  hepatic 

imipramine  oxazepani  enzymes  on  smoking 

pentazocine,  propranolol  cessation 
theophylline 


Insulin 


Increase  ol  subcutaneous 
insulin  absorption  with 
smoking  cessation 


Adrenergic  aniagonisis 

(e  g ,  prazosin,  labelalol) 


Decrease  in  circulaling 
catecholamines  with 
smoking  cessation 
May  Require  an  Increase  In 

Dose  at  Cessation  of  Smoking      Possible  Mechanism 

AdrcfiPigic  agoinsis  Decrease  in  circulating 

(eg  isoproterenol.  catecholamines  with 

phenytephrine)  smoking  cessation 

Carcinogenesis,  Mutagenesis,  Impairment  of  Fertility 

Nicoline  ilsell  does  nol  appear  lo  be  a  carcinogen  in  laboratory  animals  However 
nicoline  and  ils  metabolites  increased  Ihe  incidence  ol  tumors  m  Ihe  cheek  pouch  - 
es  ol  hamsters  and  loreslomach  ol  F344  rals,  respectively  when  given  in  combina- 
tion with  lumor-inilialors  One  study  which  could  nol  be  replicated  suggested  lhal 
colinine,  Ihe  primary  metabolite  ol  nicotine,  may  cause  lymphorelicular  sarcoma  m 
Ihe  large  inlesline  in  rals 

Nicoline  and  cohnine  were  nol  mulagenic  in  Ihe  Ames  Salmonella 
lesl  Nicoline  induced  reparable  DNA  damage  in  an  f  coli  lesl  system  Nicotine 
was  shown  lo  be  genoloxic  in  a  lesl  system  using  Chinese  hamster  ovary  cells  In 
rals  and  rabbits,  implanlalion  can  be  delayed  or  inhibited  by  reduction  in  DNA  syn- 
thesis lhal  appears  lo  be  caused  by  nicotine  Sludies  have  shown  a  decrease  in  litter 
size  in  rals  treated  with  nicoline  during  geslalion 
Pregnancy  Category  D  (see  WARNINGS) 

Ihe  harmlui  eltecis  ol  cigarelle  smoking  on  maternal  and  telal  health  are  clearly 
established  These  include  low  birth  weight  an  increased  risk  ol  spontaneous 
aborlion  and  increased  perinalal  mortality  The  specilic  eltecis  ol  Habilrol  Ireal- 
menI on  lelal  development  are  unknown  Therelore  pregnani  smokers  should  be 
encouraged  lo  attempt  cessation  using  educational  and  behavioral  inlervenlions 
belore  using  pharmacological  approaches 

Spontaneous  abortion  during  nicoline  replacemenl  Iherapy  has  been  reported 
as  wilh  smoking  nicoline  as  a  conlribuling  laclor  cannot  be  excluded 

Habilrol  IrealmenI  should  be  used  during  pregnancy  only  il  Ihe  likelihood  ol 
smoking  cessation  luslilies  Ihe  polenlial  risk  ol  use  ol  nicotine  replacement  by  Ihe 
palieni  who  may  continue  lo  smoke 
Teratogenicity 

Animal  Studies:  Nicoline  was  shown  lo  produce  skeletal  abnoimalilies  in  Ihe  olt- 
spiirig  ol  mil  e  when  given  doses  loxic  lo  Ihe  dams  (25  mg/kg/day  IP  or  SC) 
Humap  Studies:  H\(.o[mi  leralogenicily  has  nol  been  sludied  in  humans  except 
as  a  component  ol  cigarelle  smoke  (each  cigarelle  smoked  delivers  about  1  mg  ol 
nicoline)  II  has  nol  been  possible  lo  conclude  whether  cigarette  smoking  is  leialo- 
geniL  lo  humans 
Other  Effects 

Anirnal  Studies:  A  nicoline  bolus  (up  lo  2  mg/kg)  lo  pregnant  ihesus  mon- 
keys caused  acidosis  hypercardia  and  hypotension  (lelal  and  maternal  con- 
cenlialions  were  about  20  limes  Ihose  achieved  alter  smoking  1  cigarette  in  5 
minutes)  Fetal  breathing  movemenis  were  reduced  in  Ihe  telal  lamb  alter 
intravenous  inieclion  ol  0  25  mg/kg  nicotine  lo  Ihe  ewe  (equivalenl  lo  smok- 
ing 1  cigarelle  every  20  seconds  lor  5  minutes)  Uterine  blood  How  was 
reduced  aboul  30%  alter  inlusion  ol  0  t  mg/kg/min  nicoline  lor  20  minutes  lo 
piegnani  rhesus  monkeys  (eguivaleni  lo  smoking  aboul  6  cigarelles  every 
minute  lor  20  minutes) 

Human  foperie/ice;  Cigarelle  smoking  during  pregnancy  is  associated  with  an 
increased  risk  ol  spontaneous  abortion,  low-birlh-weighl  inlanis  and  perinalal  moi- 
lality  Nicoline  and  carbon  monoxide  are  considered  Itie  most  likely  mediators  ol 
these  oulcomes  The  eltecis  ol  cigarelle  smoking  on  telal  cardiovascular  parameters 
have  been  sludied  near  term  Cigarelles  increased  lelal  aortic  blood  How  and  heart 
rale,  and  decreased  uterine  blood  How  and  telal  breathing  movemenis  Habilrol 
IrealmenI  has  nol  been  sludied  in  piegnani  humans 
Labor  and  Delivery 

Habilrol  systems  are  nol  recommended  lo  be  lelt  on  during  labor  and  delivery  The 
ellecis  ol  nicoline  on  Ihe  mother  or  Ihe  telus  durrng  labor  are  unknown 
Nursing  Mothers 

Caution  should  be  exercised  when  Habilrol  Iherapy  is  administered  lo 
nursing  women  The  salely  ol  Habilrol  IrealmenI  in  nursing  inlanis  has  nol 
been  examined  Nicoline  passes  Ireely  inio  breast  milk  Ihe  milk-lo-plasma 
ratio  averages  2  9  Nicoline  is  absorbed  orally  An  inlani  has  Ihe  ability  lo 
clear  nicotine  by  hepatic  hrsl-pass  clearance  however  Ihe  elliciency  ol 
removal  is  probably  lowest  al  bnlh  The  mcoline  concenlralions  in  milk  can 
be  expected  lo  be  lower  wilh  Habilrol  IrealmenI  when  used  as  directed  lhan 
with  cigarelle  smoking,  as  maternal  plasma  nicoline  concenlralions  are 
generally  reduced  wilh  nicotine  replacemenl  The  risk  ol  exposure  ol  Ihe 
inlani  lo  nicoline  Irom  Habilrol  systems  should  be  weighed  againsi  Ihe 
risks  associated  with  Ihe  mlanl  s  exposure  lo  nicoline  Irom  conlinued 
smoking  by  Ihe  mother  (passive  smoke  exposure  and  conlaminalion  ol 
breasi  milk  with  other  componenis  ol  lobacco  smoke)  and  Irom  Habilrol 
systems  alone  or  in  combination  with  continued  smoking 
Pediatric  Use 

Habilrol  systems  are  nol  recommended  lor  use  in  children  because  Ihe  sately  and 
eltecliveness  ol  Habilrol  IrealmenI  in  children  and  adolescents  who  smoke  have  nol 
been  evaluated 
Geriatric  Use 

Forty-eighl  palienis  over  Ihe  age  ol  60  participated  m  clinical  trials  ol  Habilrol  Iher  - 
apy  Habilrol  Iherapy  appeared  lo  be  as  elleclive  m  this  age  group  as  in  younger 
smokers 

ADVERSE  REACTIONS 

Assessment  ol  adverse  events  in  Ihe  792  palienis  who  participated  in  conlrolled 
clinical  trials  is  complicated  by  Ihe  occurrence  ol  Gl  and  CNS  ellecis  ol  nicotine 
withdrawal  as  well  as  nicoline  excess  The  actual  incidences  ol  bolh  are  conlound  - 
ed  by  concurreni  smoking  by  many  ol  Ihe  palienis  In  Ihe  trials  when  reporting 
adverse  events  Ihe  mvesligalors  did  nol  allempi  lo  idenlily  Ihe  cause  ol  Ihe  symp- 
tom 

Topical  Adverse  Events 

The  most  common  adverse  eveni  associated  wilh  topical  nicoline  is  a  short-lived 
erythema,  pruritus,  or  burning  al  Ihe  application  site,  which  was  seen  al  least  once 
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Erythema  generally  resolved  wilhin  24  hours  Culaneous  hypersensitivity  | 
sensilizalion)  occurred  in  2%  ol  palienis  on  Habilrol  IrealmenI  (see  PREC/ 
TION';.  All."|..  R'  , II  lions) 
Probably  Causally  Related 

The  Idmaii',  i  iii  I V  t  venis  were  reported  more  Ireguenlly  in  HabiKol-lrealed 
lhan  in  placebo-Healed  palienis  or  exhibited  a  dose  response  in  clinical  Irials 
Digeslive  system  -  Diarrhea'  dyspepsia' 
Moulh/Toolh  disorders  -  Dry  mouth 
Musculoskelelal  system  -  Arthralgia',  myalgia' 
Nervous  system  -  Abnormal  dreamst  somnolencet 
Frequencies  lor  21  mg/day  system 
'Reported  in  3%  lo  9%  ol  palienis 
tReporled  in  t%  lo  3%  ol  palienis 
Unn.,i'K»-l  in ■  1%ol palienis 

Causal  Relationship  Unknown 

Advei  j'  i  vnii-,  itpiiiied  in  Habilrol-  and  placebo-treated  palienis  al  aboul 
same  Ireguency  in  clinical  trials  are  listed  below  The  clinical  signiHcance 
association  behveen  Habilrol  IrealmenI  and  these  events  is  unknown  bul  II 
reported  as  alerting  inlormalion  lor  Ihe  clinician 
Body  as  a  whole  -  Allergyt,  back  paint 
Cardiovascular  system  -  Hyperlensionf 
Digestive  syslem  -  Abdominal  paint  conslipalionf  nausea"  vomiting 
Nervous  system  -  Dizziness'  concenlialion  impairedt  headache  (1?%)  insomi 
Respiratory  system  -  Cough  mcreasedt  phaiyngilisT  sinusilist 
Urogenilal  syslem  -  Dysmenorrhea' 
Frequencies  lor  21  mg/day  system 
■Reported  in  3%  lo  9%  ol  palienis 
tReporled  in  1%  lo  3%  ol  palienis 
Unmarked  it  reported  in  <  1%  ol  palienis 
DRUG  ABUSE  AND  DEPENDENCE 

Habilrol  systems  are  likely  lo  have  a  low  abuse  potential  based  on  ditlerences 
it  and  cigareHes  m  lour  characteristics  commonly  considered  important  in  cor    *  f*' 
lo  abuse  much  slower  absorption,  much  smaller  lluclualions  in  blood  levels, 
blood  levels  ol  nicoline  and  less  Irequenl  use  (i  e  once  daily) 

Dependence  on  nicoline  polacrrlex  chewing  gum  replacemenl  Iherapy  h 
reported  Such  dependence  might  also  occur  Irom  Iranslerence  lo  Habilrol 
ol  lobacco-based  nicotine  dependence  The  use  ol  Ihe  system  beyond  3  mi 
has  nol  been  evaluated  and  should  be  discouraged 

To  minimize  Ihe  risk  ol  dependence  palienis  should  be  encouraged  lo  wilh 
gradually  Irom  Habilrol  IrealmenI  alter  4  lo  8  weeks  ol  usage  Recommended 
reduction  is  lo  progressively  decrease  Ihe  dose  every  2  lo  4  weeks  (see  DOSA 
ADMINISTRATION) 
OVERDOSAGE 

The  eltecis  ol  applying  several  Habilrol  systems  simultaneously  or  ol  s*^^.™ 
ing  Habilrol  Systems  are  unknown  ( see  WARNINGS  Salely  Note  Concernii 
Children) 

The  oral  LD,,,  lor  nicotine  in  rodents  varies  with  species  bul  is  in  excess 
mg/kg  death  is  due  lo  respiratory  paralysis  The  oral  minimum  lethal  dose 
line  in  dogs  is  greater  lhan  5  mg/kg  The  oral  minimum  acute  lethal  dose  lo 
line  in  human  adulls  is  reported  lo  be  40  lo  60  mg  |<  1  mg/kg) 

Two  or  three  Habilrol  30  cm-  systems  in  capsules  led  Id  dogs  weighing 
were  emelic  bul  did  nol  produce  any  other  signilicanl  clinical  signs  The  ac 
Iralion  ol  Ihese  patches  corresponds  lo  aboul  6-17  mg/kg  ol  nicoline 

Signs  and  symplnms  ol  an  overdose  ol  Habilrol  systems  would  be  e 
lo  be  Ihe  same  as  those  ol  acute  nicotine  poisoning  including  pallor,  C! 
sweat  nausea  salivalion  vomilmg  abdominal  pain  diarrhea  headache 
ness  disturbed  hearing  and  vision,  tremor  menial  contusion,  and  weak 
Prostration  hypotension  and  respiraloiy  lailure  may  ensue  wilh  large  o 
doses  Lethal  doses  produce  convulsions  quickly  and  death  lollows  as ; 
ol  peripheral  or  central  respiratory  paralysis  or  less  Ireguenlly,  cardiac 
Overdose  From  Topical  Exposure 

The  Habilrol  system  should  be  removed  immediately  if  Ihe  palieni  shows  sii 
overdosage  and  Ihe  palieni  should  seek  immediate  medical  care  The  skin  si 
may  be  Hushed  with  water  and  dried  No  soap  should  be  used  since  il  may 
increase  nicoline  absorption  Nicoline  will  conlmue  lo  be  delivered  inio  Ihe 
siream  lor  several  hours  (see  CLINICAL  PHARMACOLOGY  Pharmacokineli 
alter  removal  ol  Ihe  syslem  because  ol  a  depol  ol  nicotine  in  Ihe  skin 
Overdose  From  Ingestion 

Persons  ingesling  Habilrol  systems  should  be  relerred  lo  a  health  care  lacill 
management  Due  lo  Ihe  possibility  ol  mcoline-induced  seizures  activated  c 
coal  should  be  administered  In  unconscious  palienis  wilh  a  secure  airway, 
activated  charcoal  via  nasogastric  lube  A  saline  calharlic  or  sorbitol  added 
lirsi  dose  ol  aclivaled  charcoal  may  speed  gaslroinleslinal  passage  ol  Ihe  syi 
Repealed  doses  ol  activated  charcoal  should  be  administered  as  Idng  as  Ihe 
lem  remains  in  Ihe  gaslroinleslinal  IracI  since  it  will  conlinue  lo  release  nice 
many  hours 

Management  ol  Nicotine  Poisoning 

Olhf     .  '.    ■  !  ■  i  ,im  or  barLilur.ales  lor  seizures,  alrop 

exip','. iJ    '  ,;  !■  i"'m! „■!  ,ii,iiUip,j  respiralorysupportlorrespiralory 
and.;      '    :    luoil  lor  hypotension  and  cardiovascular  collapse 
Safety  and  Handling 

Habiiiiil  '.v'.ttiii-. '  Jii  De  a  dermal  irrilani  and  can  cause  conlaci  sensilizalion 
Allhough  exposuie  ol  health  care  workers  lo  nicoline  Irom  Habilrol  systems 
be  minimal  care  should  be  laken  lo  avoid  unnecessary  conlaci  with  active  S) 
lems  II  you  do  handle  active  systems,  wash  wilh  water  alone,  since  soap  ma 
increase  nicoline  absorplion  Do  nol  louch  your  eyes 
Disposal 

When  Ihe  used  system  is  removed  Irom  Ihe  skin,  il  should  be  lolded  over  and 
in  Ihe  protective  pouch  which  conlained  Ihe  new  syslem  The  used  syslem  sho 
immediately  disposed  ol  m  such  a  way  lo  prevent  ils  access  by  children  or  pel: 
palieni  inlormalion  lor  lurther  directions  lor  handling  and  disposal 
How  to  Store 

Do  nol  slore  above  86'  F  (30-C)  because  Habilrol  systems  are  sensilive  lo  hf 
slighl  discoloralion  ol  Ihe  syslem  is  nol  signilicanl 

Do  nol  slore  unpouched  Once  removed  Irom  Ihe  proleclive  pouch,  Habitt 
systems  should  be  applied  promptly  since  nicotine  is  volalile  and  Ihe  syslem 
loseslrenglh 

CAUTION:  Federal  law  prohibils  dispensing  wilhoul  prescnplron 
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BY  HARRIS  COLLINGWOOD 

iHTER  TRAVEL 

time  you  fly,  check  out 
'umpy  business  travelers 
med  into  coach.  Accord- 
I  American  Express  Trav- 
ated  Services,  company 
1  policies  ore  growing 
restrictive,  and  fewer 
esses  are  paying  for  bus- 
class.  Here's  the  skinny; 

1990  1992 


nies  with  formol, 
travel  policies 

56% 

64% 

nies  permitting 
och-class  travel 

37 

52 

nies  that  don't 
Dfflporary  cash 
es 

17 

26 

nies  whose  air 

s  treat  senior       37  26 
ves  differently 
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rURNS  UP 
SRIGHTNESS  KNOB 


has  put  most  of  the  mis- 
f  its  billion-dollar  base- 
imble  behind  it.  On  Oct. 
e  company  reported  its 
network  operation  was 
tly  profitable"   in  the 

quarter.  The  network 
jen  in  the  red  since  1991 
36  of  the  ad  recession 
le  cost  of  writing  off  its 
contracts.  Now,  CBS 
oosted  ad  revenue  and 
m  off  the  contracts. 
11,  it  earned  $42.7  million 
^'enues  of  $672  million. 

in  line  with  analysts' 
tions,  not  counting  the 

million  CBS  earned  in 
1  gains. 


.E'S  POWERBOOKS 
GAINING  MUSCLE 


le  Computer  is  about  to 
3  ante  in  portable  com- 
l.  On  Oct.  19,  it  will  un- 
batch  of  computers,  in- 
g  four  versions  of  its 
hot  seller,  the  Power- 
notebooks — which  pack 
storage  and  can  display 
on  an  external  color 
1.  That's  not  all.  Two  of 


the  PowerBooks  are  designed 
to  work  with  "docking  sta- 
tions" that  will  let  them  re- 
place large  desktop  machines. 
The  new  PowerBooks  are  ag- 
gressively priced  at  $2,249  to 
$4,229.  The  docking  stations: 
$589  to  $1,079. 

Analysts  already  are  count- 
ing up  the  dollars.  First  Bos- 
ton estimates  Apple  could  sell 
550,000  PowerBooks  in  the 
next  year,  accounting  for  18/' 
of  Apple's  fiscal  1993  sales, 
which  are  estimated  at  $7.8 
billion.  The  PowerBooks  will 
be  available  immediately,  with 
docking  stations  scheduled  to 
be  rolled  out  in  November 
and  December. 


FOOT  lOCKER'S 
AFTER-SCHOOL  SPECIAL 


►  When  the  Chicago  public- 
school  system  announced  in 
September  that  a  budget 
shortfall  would  force  cancella- 
tion of  all  high  school  extra- 
curricular activities,  the  city 
panicked.  What  would  kids  do 
without  basketball,  baseball, 
and  band  practice?  Fears  of  a 
crime  wave  mounted.  But  cor- 
porations are  stepping  up  to 
fill  the  budget  gap.  On  Oct. 
14,  Woolworth's  athletic-shoe 
retailer.  Foot  Locker,  an- 
nounced it  would  give 
$400,000  to  a  foundation  orga- 
nized to  save  Chicago's  after- 
school  activities. 

Combined  with  other  dona- 
tions, including  $100,000  from 
the  Chicago  Sun-Times,  the 


THE  MOVABLE  RESERVATION? 


In  the  old  days,  when  real  estate 
developers — then  called  home- 
steaders— needed  help,  they 
called  in  the  cavalry.  Now,  they 
call  in  the  Indians. 

Two  Detroit  developers,  Ted 
Gazaras  and  Jim  Pappas,  are  ne- 
gotiating to  give  a  few  prime 
clowntown  blocks  to  an  unnamed 
Native  American  tribe.  Since 
gambling  on  reservations  is  le- 
gal, the  developers  expect  the 
tribe  to  open  casinos — conveniently  located  near  restaurants, 
hotels,  and  shops  that  the  pair  owns  in  the  Greektown  district. 

Detroit  business  and  Mayor  Coleman  A.  Young  have  long 
endorsed  legalized  gambling  as  an  answer  to  the  city's  econom- 
ic woes.  But  voters  have  rejected  the  idea  three  times  in  the 
past  10  years.  When  the  Canadian  government  approved  a  test 
of  casino  gambling  in  nearby  Windsor,  Ont.,  though,  the 
Greektown  partners  had  their  brainstorm.  Now,  how  do  you 
say  "wampum"  in  Greek? 


foundation  has  raised  about 
$630,000.  Its  fund-raising 
goal:  $1.2  million.  But  while 
the  corporate  cash  may  solve 
the  problem  this  year,  the 
schools  face  another  big  defi- 
cit next  year. 


A  THREADBARE  AMES 
SUES  THE  BANKER 


►  As  acquisitions  go,  it  was 
one  of  the  worst.  In  October, 
1988,  Ames  Department 
Stores  paid  $800  million  for 
Zayre's  discount-store  unit. 
The  idea  was  to  instill  a  bit  of 
Ames's  savvy  into  loss-ridden 
Zayre.  Instead,  Ames  ended 
up  in  Chapter  11.  Now,  the 


company  is  blaming  the  in- 
vestment banker  for  its  woes. 
On  Oct.  14,  Ames  filed  suit  in 
U.  S.  Bankruptcy  Court  seek- 
ing $375  million  in  damages 
from  its  former  financial  ad- 
viser, Wertheim  Schroder. 

Ames,  which  also  wants 
Wertheim  to  return  the  $20 
million  it  was  paid,  alleges 
that  Wertheim  had  a  conflict 
of  interest:  It  advised  Zayre, 
too.  Wertheim  says  it  will  con- 
test the  suit,  which  it  calls 
"without  merit." 


ORTHO  MAY  SWALLOW 
A  BITTER  PILL 


►  After  2Vi  years  of  court 
battles,  during  which  its 
share  of  the  $1  billion-a-year 
market  for  birth  control  pills 
slid,  Ortho  Pharmaceutical  is 
unveiling  its  new  pill.  On  Oct. 
14,  the  company  released  Or- 
tho-Cyclen,  which  pairs  estro- 
gen with  a  synthetic  form  of 
the  hormone  progesterone. 

But  Ortho's  court  battles 
may  not  be  over.  The  Johnson 
&  Johnson  subsidiary  and  the 
Wyeth-Ayerst  unit  of  Ameri- 
can Home  Products  may  still 
go  to  trial  to  determine  if  Or- 
tho violated  Wyeth's  patents. 
If  Ortho  loses  the  suit,  it  may 
have  to  give  up  at  least  a  por- 
tion of  its  revenues  from  the 
new  drug. 
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o  matter  where  or  how  you  do  your  thinking, 
there  is  an  IBM  ThinkPad "  waiting  to  go  with 
you/rhe  TliinkPad  700  series  is  a  hreathtaking 
dis{)lav  ot  form  and  hmction,  with  486  SLC 

Introducing 

ThinkPad 


riir  lliuiki'lul  ,01).  I  fdiiinii^ 
Tru<  kP(iint  II. 


riw  I'hmU'ad  )<,uriil,' 
in  (>  l  crisp  shades  tif  ^niy. 


25  MHz  power,  an  available  50/25  MHz  processor 
upgrade,  the  largest  10.4-inch  TFT  256-color 
screen  (or  a  9.5 -inch  64  grayscale  monochrome 
screen)  and  stvie  t()  spare.  If  vou  like  to  think  under 
a  tree  hut  know  that  money  doesnl  grow  on  one, 

the  ThinkPad  300 
series  has  the 
same  slim  design 
and  an  even 
slimmer  price  tag. 
And  all  ThinkPads 
are  expandable, 
witli  a  range  of  add-on  products  available. 

IBM  ThinkPads  are  easy  on  the  eves  in  more 
ways  than  one.  Immediately  apparent  is  their 
attractive  silhouette.  But  their  beauty  extends  far 
beyond  the  superficial. The  700  series  screens  rival 
desktop  display  clarity.  All  screens  are  eminently 


■Warranty  information  available  from  the  Personal  Systems  HelpCenter  or  an 
IBM  authorized  dealer  700T  warranty  is  available  in  the  U  S  A  and  Canada  only  IBM  is 
a  registered  trademark  and  ThinkPad,  HelpWare  and  HelpCenter  are  trademarks  of 
International  Business  Machines  Corporation  ici1992  IBM  Corp 


Use  it  whereve 


A  full-size  keyboard  that's 
only  11.7  "  wide,  perfect  for  thinking 
wide  open  spaces. 


readable  and  adjustable.  In  fact,  everything  about 
tlie  riiinkPad  is  engineered  to  make  life  easier, 
Inuii  tlic  lull-size  keyboard  to  the  front-loading 
diskette  drive.  Some  even  have  removable  hard 
disks  for  easy  upgrades,  security  and  virtually 
uidimited  storage. 


ThinkPad 

Model  700C 

Model  700         Model  300 

Processor 

486  SLC/25  MHz 

486  SLC/25  MHz 

386  SL/25  MHz 

Display 

104" 
Active  Matrix 
256-Color 
ScrGSD 

9  5"  Monochrome 
Display 
64  Grayscale 
Screen 

9,5"  Monochrome 
Display 
64  Grayscale 
Screen 

Battery 
Life' 

2-4  Hours 

3.8-7.5  Hours 

4-10  Hours 

Weight 

7.6  Lbs, 
with  Battery 

6.5  Lbs. 
with  Battery 

5.9  Lbs. 
with  Battery 

Warranty 

3  Years 
(International) 

3  Years 
(International) 

1  Year 
(International) 

Price" 

$4,350 

$2,750 

$2,375 

'Depending  on  usage  and  configuration  "IVISRP  Dealer  prices  may  vary 

With  the  ThinkPad  700,  we  didnt  just  build 
a  better  mousetrap,  we  built  a  better  mouse.  The 
Trackl*oint  II,  perfectly  situated  in  the  keyboard, 
lets  you  command  the  entire  screen  with  one 
lingertip. 

And  every  ThinkPad  comes  with  IBM 

HelpWare— a  unique  package  of 
service  and  support  featuring  an 
international  warranty*  and 
round-the-clock,  toll-free  phone 
^  assistance.  For  more  information 
•  "   or  an  IBM  authorized  dealer  near 

jl  ^..^\\       Personal  Systems 

HelpCenter"24  hours  a  day,  7  days 
a  week  at  1  800  772-2227. 
\\  hercver  you  use  it,  ThinkPad  will  put  your  mind 
in  a  whole  new  place. 


ou  think  best 


Look  At  The  Best  "B"  Schools  In  The  U.S. 


Then  Meet  The  Best  In  The  World. 


THUNDERBIRD 

The  American  Graduate  School  Of  International  Management 


As  the  oldest  and  largest  graduate 
school  of  international  management 
in  the  world,  we  don't  mind  not 
being  listed  in  this  magazine's 
compendium  of  fine  schools  — 
because  this  is  a  listing  of  schools 
offering  the  W.IVA.  We  are  The 
American  Graduate  School  of 
International  Management  known 
throughout  the  world  as 
THUNDERBIRD 

With  the  experience  of  n  years  in 
global  education  we  offer  the  M.I.M., 
the  Master  of  International 
Management  degree,  instead  of  the 
standard  M.B.A.  In  fact,  we  have 
been  teaching  globalization  while 
others  have  been  asking  why. 


OlficL'  ()t  Inlomialion  and  Comnuinication  • 
French  Genev. 


More  than  an  M.B.A.,  the  M.I.M. 
provides  a  unique  competitive  edge 
for  your  company  or  for  your  own 
career  —  domestic  or  foreign. 
Wherever  you  seek  to  compete,  you 
owe  it  to  yourself  to  learn  more 
about  THUNDERBIRD  and  its  Master 
of  International  Management  degree. 
There's  a  world  of  difference. 


We  rank  at  the  top  for  the  2S,0()() 
THUNDERBIRD  graduates  who 
earned  their  M.I..M.  degree,  and  the 
9,000  companies  in  SO  U.S.  .states  and 
f33  countries  where  they  hold 
leadership  positions. 
The  business  world  today  —  and 
most  certainly  tomorrow  —  belongs 
to  those  with  a  global  perspective. 
It's  the  kind  of  global  perspective 
The  American  Graduate  School  of 
International  Management  has 
been  ohering  graduate  students  trom 
eveiy  continent  in  the  world  for 
more  than  45  years  (2S  years  ahead 
of  any  other  business  school). 

THUNDERBIRD 

THE  ALTHORin' 
ON  GLOBAI.  EDUCATION 

lS2i^)  \nrtli  S9th  .Avenue  •  Glendale,  Arizona  SS.Mi  •  602-978-7114  •  Fa.X:  602-978-8238 
Campirs  •  mI60  .Archainps  •  France  •  Tel  (.^3)  iO-i3-68-20 
MEMBER  OF  AACSB 
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E  TEAMSTER  CONVOY 
PULLING  FOR  CLINTON 


uring  the  International  Brotherhood  of  Teamsters'  long 
banishment  from  the  mainstream  of  organized  labor, 
the  union  had  lots  of  money  to  throw  at  candidates  but 
nost  totally  bereft  of  political  influence.  Union  leaders, 
(■  a  long  gi'udge  against  Democrats  l)ecause  of  the  Ken- 
idministration's  prosecution  of  Jimmy  Hoffa,  routinely 
3d  Republican  Presidential  candidates— including  George 
11  1988.  But  to  little  effect.  While  other  unions  sup- 
)emocratic  candidates  with  armies  of  volunteers,  the 
:ers  were  unable  to  muster  much 
id-file  support  for  their  favorites, 
hat  has  changed  in  1992.  A  concert- 
uilt  on  Teamster  corruption  by  the 
1  and  Bush  Administrations  succeed- 
,  December  when  union  meml)ers, 
1  for  the  first  time  to  vote  directly 
sident,  chose  reformer  Ronald  Carey 
the  1.5  million  member  organiza- 
i\\  Bush  got  for  his  effort  was  a 
one  pinky  ring:  The  democratized 
.ers  have  become  an  effective  part  of 
nton's  campaign. 

>AYS.  Blaming  the  Republicans  for 
rry  state  of  the  economy  and  foi' 
and  regulatory  policies  that  have 
;  members  jobs,  the  union  endorsed 
kansas  governor  in  September— and 
ing  the  nod  count.  The  Teamsters,  the  largest  affiliate 
AFL-CIO,  expects  to  raise  $4.7  million  for  Clinton  and  a 

mainly  Democratic  House  and  Senate  candidates.  And 
ids  of  Teamsters  locals  are  setting  up  phone  banks, 
3-  precincts,  and  leafleting  union  households. 
Teamsters  didn't  drive  its  18-wheelers  into  the  Clinton 
in  impulse.  It  endorsed  only  after  hiring  a  polling  firm 
id  out  the  rank  and  file.  And  the  payoff  is  in  the  field. 

are  200,000  Teamsters  in  California,  and  everyone 
contacted  by  the  local  union,"  says  Jack  Cox,  secretary- 
•er  of  Local  .572  in  Los  Angeles.  "Compared  with  four 


years  ago,  there's  a  180-degree  difference  in  the  involvement 
of  the  membership."  Across  the  country,  locals  are  planning 
"blitz  days"  at  United  Parcel  Service  Inc.  distribution  centers, 
where  volunteers  and  retirees  will  hand  out  leaflets  promoting 
Clinton's  positions  on  such  issues  as  health  care  and  trade. 
Joint  Council  28  in  Seattle  has  distributed  70,000  pro-Clinton 
newspapers  to  its  members  in  Washington  State.  In  New 
York  City,  the  union  signed  up  more  than  15,000  new  voters 
with  a  computerized  system  that  tracks  members  who  have 
not  registered. 

VITAL  ROLE.  Carey  himself  is  a  relentless 
camijaigner.  On  Oct.  12,  he  began  a  six-day 
truck  caravan  through  Michigan,  Ohio, 
Pennsylvania,  and  Kentucky.  He  plans  a 
second  Midwestern  jaunt  l)eginning  on  Oct. 
27.  "Clinton  is  the  l)est  chance  to  get  this 
country  moving  again,"  Carey  says.  "Bush 
has  no  concerns  for  the  working  people." 

With  organized  lalior  in  disrepute  with 
many  voters,  the  Teamsters  and  Clinton's 
other  union  backers  have  generally  been 
taking  a  low  profile.  But  labor  is  quietly 
playing  a  vital  role  for  Clinton.  Polls  indi- 
cate that  union  members  and  their  families, 
who  have  defected  heavily  to  the  GOP  in  re- 
cent elections,  are  coming  home  to  Clin- 
ton. Labor-'s  most  important  role  is  yet  to 
come.  An  aggressive  get-out-the-vote  effort  l)y  the  Team- 
sters and  other  unions  in  the  closing  days  of  the  campaign 
could  give  the  Democrats  an  important  edge  in  Michigan, 
Ohio,  Missouri,  and  other  key  swing  states. 

Despite  their  embrace  of  Clinton,  the  Teamsters  and  other 
unions  are  somewhat  uneasy.  They  are  not  pleased  with  his 
support  of  the  North  American  Free  Ti'ade  Agi-eenient,  not  to 
mention  his  l)acking  of  Arkansas'  right-to-work  law.  But  in  an 
election  where  jobs  are  the  biggest  issue.  Bill  Clinton  is  hap- 
py to  wear  the  Teamsters'  once-tarnished  union  label. 

Bi/  Snscoi  B.  Garland  in  Wai^hinytofi 


ILWRAPUPI 


)  matter  who  wins  the  Presiden- 
ial  election,  the  North  American 
Tirade  Agreement  is  likely  to  l)e 
id  next  year.  But  Ameiican  busi- 
nervous  about  opposition  from 
FL-CIO  and  its  Democratic  allies  in 
•ess,  isn't  taking  any  cliances.  The 
'  formed  U.  S.  Alliance  for  nafta, 
Y  CEOs  James  D.  Robinson  III  of 
•ican  Express  Co.  and  Kay  R. 
nore  of  Eastman  Kodak  Co.,  plans 
bying  campaign  that  will  reach 
II  435  House  districts.  A  key  com- 
it  of  the  effort  will  be  the  comjii- 
1  of  statistics  pointing  out  the 
ler  of  export-related  jobs  in  each 


state  and  district.  The  initial  effort, 
however,  involves  the  mailing  of  letters 
to  thousands  of  businesses  soliciting 
their  endorsements— and  cash  commit- 
ments—for the  campaign. 

CONGRESS  

President  Bush's  woeful  campaign 
is  hurting  Republican  congression- 
al chances.  But  the  GOP  has  deeper 
problems.  Pragmatic  choices  by  vot- 
ers in  Democratic  primaries  coupled 
with  Republicans'  penchant  for  ideo- 
logical purity-primarily  on  abortion 
rights-are  hurting  the  GOP  in  races  it 
ought  to  be  winning.  For  example,  the 
Republicans  nominated  conservative 
John  Linder  to  run  in  suburban  At- 


lanta. But  pro-choice  moderate  Demo- 
crat Cathey  Steinberg  has  a  good 
chance  to  win  despite  the  district's  Re- 
publican majority.  In  Colorado,  David 
E.  Skaggs  has  long  been  viewed  as 
one  of  the  most  vulnerable  House 
Democrats.  But  the  GOP  may  have 
blown  its  chance  to  beat  him  by  nomi- 
nating the  Christian  Coalition's  Bryan 
Day  over  a  moderate  pro-choice  wom- 
an. The  same  phenomenon  is  also  hurt- 
ing in  Senate  races.  In  North  Carolina, 
for  example,  right-winger  Lauch  Fair- 
cloth  continues  to  trail  ailing  Demo- 
cratic incumbent  Terry  Sanford.  State 
pols  think  the  loser  in  the  GOP  pri- 
mary, former  Charlotte  Mayor  Sue  My- 
rick,  would  have  vim  a  stronger  race. 


ON  OUTLOOK 
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FOR  BANKRUPT  COMPANIES,  \ 
HAPPINESS  IS  A  WARM  KEIRETSU 
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It  has  become  a  grim  ritual 
in  Japan.  Each  month,  Tei- 
koi\u  Data  Bank  Ltd.,  a 
leading  research  firm,  reports 
on  bankruptcy  trends.  Sure 
enough,  the  latest  figures 
show  bankruptcies  for  the  first 
half  of  the  fiscal  year  at  the 
highest  level  in  five  years. 

Yet  things  would  be  much 
worse  if  not  for  the  vast  mutu- 
al-aid networks  that  most  large 
Japanese  companies  can  tap 
into.  More  than  ever,  the  fa- 
bled keiretsu,  or  business  fam- 
ilies, that  form  the  backbone  of 
Corporate  Japan  are  rising  to 
the  defense  of  their  weaker 
members  with  financial  back- 
ing, management  savvy,  or  fa- 
vorable contracts  (table).  Many 
companies  that  got  carried 
away  in  the  booming  '80s  still 
are  suffering  the  conse- 
quences. Plagued  by  overex- 
pansion  and  debt,  they  are  un- 
able to  bounce  back  on  their 
own  in  the  face  of  a  flat  econo- 
my. Some  observers  had  pre- 
dicted that  hard  times  might  break  up 
the  keiretsu.  Instead,  they  are  drawing 
together. 

In  the  past  month  alone,  Sumitomo 
Group  salvaged  scandal-  and  debt- 
plagued  trader  Itoman  Corp.  Nippon 
Credit  Bank  rescued  three  independent 
affiliates.  Dai-Ichi  Kangyo  Bank  Ltd. 
rushed  to  assist  struggling  Kankaku  Se- 
curities Co.  And  Fuji  Heavy  Industries 
Ltd.,  maker  of  Subaru  cars,  looks  likely 
to  return  to  profitability  thanks  to  a 
helping  hand  from  Nissan  Motor  Co. 
COMPLEX  WEB.  Each  case  shows  the 
keiretsu  fulfilling  one  of  their  key  mis- 
sions: to  provide  a  safety  net  when  cor- 
porate relatives  start  to  teeter.  There's 
little  doubt  that  this  is  helping  cushion 
the  impact  of  Japan's  recession  and  that 
more  such  cases  are  in  store.  "It's  how 
they  pulled  out  of  the  oil  and  dollar  cri- 
ses," says  Robert  J.  Ballon,  profes.sor  of 
business  at  Sophia  University  in  Tokyo. 
"Mutual  dependence  is  the  key." 
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Keiretsu  ties  comprise  a  complex  web 
of  history  and  tradition,  cross-sharehold- 
ings, management,  cooperative  projects, 
and  information  swapping.  Some  keiret- 
su are  dominated  by  a  huge  manufactur- 
er, while  others  are 
built  around  a  bank. 
Accounting  for 
more  than  half  the 
total  market  capital- 
ization of  the  Tokyo 
Stock  Exchange, 
these  organizations 
are  an  elaborate 
patchwork  of  rela- 
tionships that  add 
up  to  a  warm  secu- 
rity blanket.  Keir- 
etsu members  share 
brand  names,  get 
easier  access  to 
credit,  and  are  pro- 
tected from  take- 
overs. "Everybody 
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knows  that  if  they  break  relations 
their  counterparts,  it's  very  difficu  id 
restore  their  reputation,"  says  Tasst 
Okubo,  general  manager  of  the  int( 
tional  division  at  Nippon  Credit. 

necessary  to 


RKIHT  KEIRETSU 


SUMITOMO  GROUP  Found  merger 
partner  for  debt-plagued  Itoman,  a 
$4.8  billion  trading  company 


NIPPON  CREDIT  BANK  Slashed  inter 
est  costs  for  three  affiliated  finance 
companies  burdened  with  $3  billion  in 
soured  toons 


DAhiCHI  KANGYO  BANK  Paid  $375 
million  for  the  computer  center  of 
struggling  broker  Kankoku  Securities 


NISSAN  MOTOR  Provided  new  man- 
agement and  auto-assembly  work  to 
money-losing  Fuji  Heavy  Industries 


money  for  a 
term  relation 
that's  0.  K." 

Take  Itomai 
1 10-year-old 
and  textile 
with  annual  sak 
$4.8  billion 
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company  is  a  n 
ber  of  the  S 
to  mo  keiretsu 
taste  for  dub 
real  estate  pro; 
and  risky  loans 
put  Itoman  se\ 
billion  dollars  u 
water  by  late  1 
Sumitomo  B 
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nt  in  a  dozen  crack  managers  to 
rrip  on  things.  But  tiie  problems 
nipounding.  By  last  month,  Sumi- 
ank  recognized  the  need  for  dras- 
)n.  Bank  President  Sotoo  Tatsumi 
friend  and  keiretsu  mate  Yasuo 
,  chairman  of  Sumitomo  Metal  In- 
3  Ltd.,  to  arrange  a  merger  of 
with  one  of  Sumitomo  Metal's 
subsidiaries  into  a  new  company. 
3w  establishment  will  save  all 
toman  jobs  and  become  Japan's 
•gest  trader. 

on  Credit  was  forced  last  month 
similar  rescue  of  three  affiliates 
d  in  leasing  and  commercial  fi- 
that  ran  up  almost  $3  billion  in 
forming  loans.  It  agreed  to  forgo 
rest  payments  on  its  loans  to  the 
worth  $125  million  a  year,  and 
led  roughly  half  of  the  trio's  oth- 
lenders  to  cut  their  rates  to  4'/ 
%.  "This  is  Japan,"  says  Nippon 
;  Okubo.  "The  parent  should  take 
everything." 

rescue  method  is  not  always  fi- 
.  Two  years  ago,  it  started  becom- 
ir  that  Subaru  maker  Fuji  Heavy 
■ies  was  going  to  lose  $554  million 
fiscal  year  ending  March,  1991. 
n  bank.  Industrial  Bank  of  Japan 
sked  fellow  keiretsu  member  and 
uji  Heavy  shareholder  Nissan  to 
Nissan  assigned  the  president  of 
Diesel  Motor  Co.,  Isamu  Kawai, 

lESPONSE.  Kawai,  a  manufactur- 
'  who  had  quickly  turned  Nissan 
around,  soon  was  applying  the 
prescription  at  Fuji  Heavy  by 
lining  operations  and  improving 
.  At  the  same  time,  Nissan  start- 
i  Heavy  making  60,000  Nissan 
models  a  year  to  sop  up  excess 
y.  Nissan  also  started  buying  so- 
ited  electronic  transmissions  from 
eavy.  Nissan  made  its  U.  S.  car- 
ig  system  available  to  Fuji  for  a 
fee  and  started  carrying  all  Su- 
irs  to  Europe  on  its  own  fleet  for 
'  savings.  As  a  result,  analyst 
1  Donaldson  at  Salomon  Brothers 
td.  in  Tokyo  expects  Fuji  Heavy 
rn  to  the  black  on  a  consolidated 
y  next  year. 

3urse,  the  problem  with  this  safe- 
is  that  it  only  works  for  Japan's 
corporations.  The  small  and  mid- 
:Tipanies,  which  almost  entirely  ac- 
'or  the  rise  in  bankruptcies,  have 
h  recourse. 

members  of  the  keiretsu  can  take 
;ks,  knowing  that  they  will  be 
out  if  they  get  in  trouble.  "Com- 
don't  have  to  stand  on  their  own 
et,"  says  Sophia  University's  Bal- 
0  wonder  many  Western  compa- 
el  that  they  are  waging  an  uphill 

By  Robert  Neff  in  Tokyo 


EUROPE  I 


THE  STRONG  GERMAN  MARK  IS  PUSHING  UP  VW  PRICES  IN  ITALY,  AND  THAT  MAY  HELP  FIAT  SALES 


ONE  DAY,  PANIC. 
NEXT  DAY,  SALES 


Devalued  currencies  are  bolstering  business  in  Britain,  Italy,  and  Spain 


The  mood  at  Fiat  headquarters  on 
Turin's  Corso  Marconi  has  been 
bleak  for  months.  The  Italian  auto 
giant's  market  share  kept  slumping  as 
Ford  Europe,  Volkswagen,  and  Renault 
flooded  Italy  with  hot  new  models  at 
competitive  prices.  With  profits  also  in  a 
nosedive,  Fiat  stock  plunged  in  early 
September  to  $2.61,  almost  one-fifth  of 
its  price  six  years  ago. 

What  a  difference  devaluation  makes. 
Over  the  last  month,  Italy's  image  suf- 
fered as  the  lira  lost 
nearly  20':-'  against  the 
German  mark  and  was 
decoupled  from  the 
European  monetary 
system.  But  for  hard- 
hit  businesses  across 
the  country's  industri- 
al belt,  the  lira's 
slump  is  turning  out 
to  be  a  strong  shot  of 
adrenalin.  Fiat's  main  competitors — all 
from  harder  currency  zones — are  being 
forced  to  ratchet  up  sticker  prices.  "This 
gives  us  breathing  space,"  says  Giorgio 
Bodo,  Fiat's  chief  economist. 

And  not  only  in  Italy.  The  currency 
cataclysm  that  rocked  Europe  in  Septem- 
ber is  also  turning  out  to  be  a  godsend 
for  many  companies  in  Britain,  Finland, 
and  Spain.  With  devaluations  of  as  much 
as  20%,  those  countries  have  overnight 


The  question:  When 

will  companies  in 
low-cost  areas  be  hit 
by  inflation? 


become  low-cost  producers  of  such  prod- 
ucts as  autos,  textiles,  and  white  goods. 
One  major  beneficiary:  the  Japanese  car 
plants  in  Britain. 

But  the  devaluation  is  also  breeding 
losers.  "With  the  pound  and  lira  falling, 
conditions  are  a  lot  worse  for  German 
exporters,"  says  Thomas  Mayer,  execu- 
tive director  at  Goldman,  Sachs  &  Co.  in 
Frankfurt.  The  French,  too,  are  feeling 
pain,  after  refusing  to  let  the  franc  slide 
against  the  mark.  Many  companies, 
from  chemical  maker 
Rhone-Poulenc  to  auto 
maker  Peugeot,  are  in 
a  pricing  squeeze.  If 
they  raise  prices,  they 
may  lose  market 
share.  If  they  don't, 
their  profits  suffer. 

The  big  question  is 
how  long  companies  in 
low-cost  areas  can 
hang  on  to  their  new  competitiveness 
before  inflation — the  inevitable  product 
of  devaluation — takes  a  toll.  Consider 
British  shoe  retailer  Church  &  Co., 
which  exports  70%  of  its  top-grade  men's 
shoes.  Although  CEO  John  G.  Church  is 
seeing  increased  sales  in  France  and 
Germany  now,  he's  worried  about  a 
surge  in  raw-material  costs.  The  Ger- 
man, French,  and  Austrian  tanners  who 
supply  the  bulk  of  Church's  leather  up- 
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pers  have  already  raised  prices  147'. 

So  far,  benefits  also  extend  to  the 
high-tech  realm.  Texas  Instruments  Inc. 
is  reaping  an  unexpected  dividend  from 
its  huge  new  $300  million  chip  plant  in 
Avezzano,  in  the  hills  of  central  Italy. 
Altogether,  close  to  407  of  Avezzano's 
costs  are  lira-based,  says  Roberto  Schi- 
sano,  president  of  Texas  Instruments 
Europe.  Because  most  sales  are  made  in 
high-currency  zones  of  northern  Europe, 
he  estimates  that  Avezzano's  profit  mar- 
gins have  increased  37  to  47  over  the 
past  month.  "It's  not  an  insignificant  ef- 
fect," he  says. 

WEAKENING  MARKETS.  Neither  is  the 
downside  effect  the  currency  turmoil  is 
having  on  the  Germans,  Europe's  most 
potent  competitor.  In  the  month  since 
the  mark's  revaluation,  German  compa- 
nies have  rushed  to  shore  up  margins. 
Volkswagen  raised  its  sticker  prices  in 
Italy  by  5.57  on  Oct.  1,  for  example,  and 
the  company  plans  temporary  work  fur- 
loughs for  13,500  workers  at  two  large 
plants  to  help  reduce  inventory. 

The  powerful  mark  is  especially  tough 
on  German  chemical  companies.  Soaring 
labor  costs  are  forcing  chemical  giant 
B.^.SF  Group  to  close  its  audio  and  video- 
cassette  plant  in  Ettenheim,  Germany, 
by  mid-1993,  with  the  loss  of  more  than 
500  jobs.  Overall,  industry  profits  have 
plunged  307  this  year,  and  demand  fell 
again  in  the  third  quarter,  says  Wolf- 
gang Hilger,  head  of  the  German  Chemi- 
cal Industry  Federation  and  CEO  of 
chemical  giant  Hoechst.  "And  now,  cur- 
rency turbulence  is  an  extra  burden," 
says  Hilger. 

For  the  German  companies  and  others 
in  a  currency  bind,  there  is  little  room 
for  maneuver  in  the  short  term.  To  pro- 
tect its  profit  margins  against  declining 
currencies,  Dow  Europe  switched  in  mid- 
September  to  German  mark  pricing  for 
all  its  products  in  Europe.  That  means 
price  increases  for  $2  billion  in  products 
Dow  sells  each  year  in  the  weaker  cur- 
rency areas  in  Europe.  "It  may  put  Dow 
at  a  disadvantage,"  says  company 
spokesman  Marc  H.  Journoud. 

Dow  and  other  companies  are  hoping 
inflationary  pressures  will  erode  recent 
gains  scored  by  their  Italian  and  British 
competitors.  Already,  inflation  in  Italy  is 
set  to  go  up  by  2  to  3  points  next  year, 
to  near  77,  thanks  to  the  weak  lira.  Yet 
serious  moves  to  cut  government  spend- 
ing in  Britain  and  Italy  could  help  tem- 
per price  increases.  And  a  formal  end 
last  July  to  Italy's  automatic  wage  in- 
dexation could  keep  wages  down.  In  the 
long  run,  such  moves  will  help  European 
companies  a  lot  more  than  onetime  bene- 
fits from  devaluations. 

By  John  Rossant  in  Rome,  with  bureau 
reports 


GERMANY  I 


GERMANY'S  TELEKOM 
IS  CALLING  TO  INVESTORS 


The  huge  privatization  effort  could  bring  in  $28  billion 


Germany  needs  at  least  half  a  tril- 
lion dollars  over  the  next  five 
years  to  narrow  its  budget  defi- 
cit and  rebuild  the  east.  Its  state-owned 
phone  company,  Deutsche  Bundespost 
Telekom,  needs  billions  to  modernize  and 
expand.  The  answer  to  both  problems:  In 
one  of  the  biggest  stock  offerings  ever, 
sell  off  half  of  Telekom  to  private  inves- 
tors around  the  world.  Analysts  value 
the  company  at  up  to  $57  billion. 

Germany's  cash  crunch  is  loosening 
the  government's  grip  on  Telekom,  long 
considered  a  crown  jewel.  Now,  even  the 
key  foe  to  privatization,  the  Social  Dem- 
ocratic Party  (SPD),  says  it's  ready  to  go 
along  with  amending  the  constitution  to 
permit  private  ownership  of  telephone 
service.  "We  now  agree  that  a  change  in 
the  constitution  is  unavoidable,"  says 
Arne  Bornsen,  a  top  SPD  member  of  the 
parliamentary  committee  dealing  with 
postal  reform. 

Assuming  that  privatization  will  get 
a  green  light,  Tele- 
kom's chief  financial 
officer,  Joachim 
Kroske,  went  to  the 
U.  S.  in  mid-October 
to  pitch  his  company 
to  American  invest- 
ment bankers  and 
fund  managers.  Salo- 
mon Brothers,  Gold- 
man Sachs,  and  Deut- 
sche Bank  have 
stage-managed  the 
presentations.  The 
first  shares  of  Tele- 
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kom  could  start  changing  hands  in  : 
The  world's  third-biggest  phone 
pany  badly  needs  fresh  capital. 
Bonn  has  no  cash  to  spare  because 
forking  over  $120  billion  a  year  to 
ern  Germany  for  the  next  several  y^ 
Finance  Minister  Theo  Waigel  says 
willing  to  sell  up  to  497  of  the  comp 
raising  as  much  as  $28  billion.  In 
ment  bankers  in  Germany  and  the 
can  hardly  wait  for  Telekom  to  go 
vate,  perhaps  because  they  stand  to 
hundreds  of  millions  of  dollars  in  fi 
ROOM  TO  GROW.  Before  anyone  co 
the  money,  though,  some  major  is 
have  to  be  settled.  More  than  hal 
Telekom's  230,000  employees  have 
servant  status,  which  makes  them 
to  lay  off.  Also,  if  the  Social  Democ 
come  to  power  in  1994,  they'll  be 
likely  to  let  Telekom  raise  rates. 

Although  heavy  investment  may 
earnings  low,  Telekom  has  lots  of  i 
to  grow  in  eastern  Germany  and  1 
ern  Europe.  And 
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it  IS  privatizeO 
could  expand  in 
West  without  b 
accused  of  comp( 
unfairly  through 
ernment  subsidie 
so,  Telekom's  sel 
and  deregula 
could  enable  the 
bering  giant  to 
come  a  truly  gl 
player. 

By  Igor  Reichlifb^, 
Bon  n 
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There  are  three  standards 
for  measuring  banks: 
Moody's,  S&P  s  and  our  clients! 


Today  a  bank's  credit  rating  is  an  especially 
important  pertormance  standard. 

So  it  is  noteworthy  that  Union  Bank  of 
Switzerland  stands  among  only  a  handful  of 
banks  rated  Triple-A. 

But  our  clients  have  come  to  expect  more 
of  UBS  than  the  highest  ratmg  ma|or  credit 
agencies  assign. 

It  is  these  expectations  that  have  led  us  to 
conduct  business  on  the  basis  of  long-term 
relationships.  Apply  sound  credit  judgment  in 


innovative  ways.  And  deploy  our  resources 
and  assets  to  accomplish  meaningfijl  objectives 
for  corporations,  institutions  and  individuals, 
worldwide. 

Union  Bank  of  Switzerland.  One  Triple-A 
rated  bank  committed  to  standards  in  com- 
mercial banking,  investment  banking  and  asset 
management  that  measure  up  to  the  needs  of 
the  most  important  group  of  all.  Our  clients. 


on  Bank  of  Switzerland,  299  Park  Avenue,  New  York,  NY  10171 

i.es  In  North  America:  ChiLjgo,  Houston,  Los  Angeles,  Sjn  Francisco,  Toronto,  Montreal 


■f  ^K<,  Leti  get  down  to  business"  Technology  is  amazing,  isn't  it?  Imagine,  phones  that  can  ring  up  sales.  Well  in  tru| 
phones  do  play  an  integral  part.  But  it's  people,  GTE  people,  who  really  make  it  work.  First,  we  begin  by  looking  closely  at  howycB 
business  works.  Then,  we  evaluate  your  needs.  For  example,  are  you  linked  to  your  warehouse  across  town?  Can  customq 
alwavs  reach  vou?  And  heaven  forbid,  are  you  losing  calls?  Next  we  recommend  solutions.  Ones  that  can  help  increase  new  ai 
repeat  business.  Even  help  employees  be  more  productive.  The  goal,  of  course,  is  to  allow  you  to  concentrate  on  your  busineHj 
not  your  phones.  Because  we  all  know  in  retail  there  are  two  absolute  laws:  the  customer  is  always  right.  And  the  competitiJ 
is  always  right . . .  behind  you.  For  more  information  about  call  your  local  GTE  Sales  Offic^j,^, 


••••  j 

%  i 

Actually,  we  can  make  them  both  ring. 

THE  POWER  IS  or 
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AN:  THE  NEW  RED  ALERT 
THE  PERSIAN  GULF 


^  minous  signals  emanating  from  the  Persian  Gulf  have 
I  Iran  back  on  the  radar  screens  of  policymakers  from 
'  Riyadh  to  Washington.  Tehran  has  embarked  upon  a 
ve  arms  builduj),  while  directly  challenging  its  Arab 
3ors  over  territorial  disputes  and  oPEC  oil  policy.  Such 
5  have  swept  away  any  goodwill  won  by  Iranian  Presi- 
iashemi  Rafsanjani's  efforts  last  year  in  winning  the  re- 
of  Western  hostages  in  Lebanon.  Economic  woes  and 
sm  from  Islamic  radicals  seem  to  be  diverting  Rafsanja- 
in  his  moderate  inclinations, 
ifronting  Iran's  new  assei'- 
iss  in  the  gulf  will  he  a  con- 
ible  challenge  for  the  next 
'Administration.  Even  moder- 
•anians  insist  their  country 
:1  call  the  shots  when  it 
;  to  security  in  the  gulf— not 
1,000  U.  S.  troops  still  hang- 
found  from  Desert  Storm, 
ington's  recent  clinching  of 
arms  deals  with  Kuwait  and 
Arabia  while  trying  to  stop 
to  Iran  by  Russia  and  China 
ily  increased  Iranian  antipa- 

the  U.  S. 
!  RATTLING.  With  Iran's  mili- 
machine  devastated  hy  its 
i8  war  with  Iraq,  Rafsanjani  has  launched  a  $10  l:)illion 
buildup.  Tehran  has  ordered  everything  from  advanced 
an  MiG-29  fighters  and  submarines  to  Scud-C  missiles 
North  Korea.  Pentagon  analysts,  however,  see  more 
just  inventory  replenishment  at  work.  Says  Defense 
tary  Richard  B.  Cheney:  "Their  goal  is  to  dominate  the 

n  is  starting  to  throw  around  its  heft  in  other  ways,  as 
In  a  move  that  has  sent  jitters  throughout  the  Arab 
:loms,  Iranian  troops  have  been  getting  tough  on  three 
but  strategically  located  gulf  islands  that  both  Iran  anrl 


IRANIAN  NAVY  MANEUVER 


the  United  Arab  Emirates  claim.  Oil  industry  sources  say 
the  saber  rattling  is  also  intended  to  pressure  Saudi  Arabia  to 
cut  oil  production  in  order  to  achieve  higher'  oil  prices. 

Rafsanjani  desperately  needs  to  boost  revenues.  He  has  run 
up  foi'eign  debt  to  some  $15  Ijillion  since  Ayatollah  Ruhollah 
Khomeini's  death  in  1989— ciuite  a  burden  for  an  $80  l)illion 
economy.  Unemployment  and  inflation  are  running  at  a  20%- 
plus  clip.  Recent  visitors  to  Tehran  report  growing"  doubts 
about  the  Islamic  regime's  ability  to  deal  with  economic  prob- 
lems. There  is  increasing  worry  among  Iran  watchers  that  the 

regime  could  be  tempted  into  Sad- 
dam-style adventures  as  a  way 
out  of  this  cul-de-sac.  "It  all  adds 
up  to  an  explosive  situation,"  says 
James  A.  Placke,  of  Cambridge 
Energy  Research  Associates. 
CLOSER  LINKS?  Some  say  a  way 
to  help  defuse  such  potential  ad- 
venturism might  be  through 
stronger  economic  ties.  A  num- 
ber of  U.  S.  companies  are  clamor- 
ing for  a  shot  at  Iran's  60  million 
consumers,  the  gulf's  largest  mar- 
ket. "Iran  is  talking  to  companies 
worldwide  al)Out  bringing  in  capi- 
tal and  technology,"  says  Mike  R. 
Bowlin,  executive  vice-president 
of  Arco.  Indeed,  Iran  has  quietly  approached  Arco  and  other 
U.  S.  oil  companies  and  has  entered  formal  talks  with  Royal 
Dutch/Shell  Oil  and  France's  Total  about  big-ticket  energy  de- 
velopment work. 

But  so  far,  the  Bush  Administration  seems  firmly  opposed 
to  ti-ying  to  influence  Iran  with  economic  carrots.  It  maintains 
a  virtual  trade  emlmrgo  against  Tehran  and  recently  blocked 
Boeing  Co.'s  proposed  $900  million  sale  of  commercial  airliners 
to  Iran  Air.  With  tensions  rising,  U.  S. -Iranian  relations  seem 
destined  to  take  a  nasty  turn  in  the  months  ahead. 

Bii  Brian  Brouner  in  Wasliingtoji  and  John  Rossa)it  in  Rome 


A  $10  BILLION  BUILDUP 


iALWRAPUPI 


MANY 


bor  unions  are  now  willing  to  talk 
urkey  about  moderating  wage  de- 
ds.  Franz  Steinkiihler,  leader  of 
nany's  powerful  8.6  milli(.)n  strong 
letall  labor  group,  recently  agreed 
egotiate  a  multiyear  government- 
agement-labor  deal  that  Chancel- 
ielmut  Kohl  wants  to  put  in  place, 
a  bold  attempt  to  reforge  Gei'- 
y's  postwar  social  consensus,  torn 
ider  by  the  financial  and  political 
sses  of  unification, 
nions  may  settle  for  raises  no 
iter  than  the  inflation  rate,  now 
5,  for  up  to  five  years.  If  they  do. 
Bundesbank  might  l)e  willing  to 


bring  down  German  interest  rates 
quickly.  But  Steinkiihler  adamantly  re- 
fuses to  rip  up  wage  deals  that  give 
east  German  workers  equal  pay  with 
westerners  by  1994— even  though  these 
wages  are  blamed  for  slow  investment 
and  rising  13.6%  unemployment  in  the 
east.  He  also  wants  higher  taxes  on 
the  "rich"  earning  more  than  $41,400, 
as  well  as  business. 

JAPAN  

The  resignation  from  parliament  of 
Japan's  political  kingmaker.  Shin 
Kanemaru,  could  lead  to  a  major 
shakeup  in  Japanese  politics.  Kanema- 
m  is  the  leader  of  the  Takeshita  faction 
that  dominates  the  ruling  Liberal  Dem- 


ocratic Party.  As  a  measure  of  his 
clout,  Kanemaru  has  picked  Japan's 
last  three  Prime  Ministers,  including 
the  incumbent  Kiichi  Miyazawa.  But 
Kanemaru's  fall  for  accepting  donations 
from  a  company  with  mob  connections 
could  split  his  faction.  Already  there  is 
skirmishing  for  control  between  his 
deputy,  Ichiro  Ozawa,  and  former  Jus- 
tice Minister  Seiroku  Kajiyama.  Fi- 
nance Ministry  officials  worry  that  the 
lack  of  a  clear  political  boss  will  delay 
legislation  and  complicate  the  negotia- 
tions on  next  year's  budget  that  begin 
in  December.  But  the  chances  of  an 
income  tax  cut  appear  to  have  risen 
because  Kanemaru  was  taking  the  min- 
istry's side  in  opposing  it. 
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CAN  MAYTAG'S  REPAIRMAN 
GET  OUT  OF  THIS  FIX? 


Tough  rivals  and  problems  overseas  have  CEO  Hadley  scrambling 


on't  confuse  Leonard  A.  Hadley 
I  with  Maytag  Corp.'s  famous 
lonely  repairman,"  that  poor 
guy  who  has  nothing  to  fix  because  the 
company's  products  work  so  well.  Had- 
ley, a  38-year  Maytag  veteran  who  be- 
came chief  executive  last  April,  has 
more  than  enough  repair 
work  to  keep  him  busy.  Back 
in  1987,  Maytag  earned  $147.fi 
million  on  sales  of  $1.8  billion. 
This  year,  before  special 
charges,  it  will  make  only  $74 
million  on  $3  billion  in  reve- 
nues, predicts  C.J.  Lawrence 
Inc.  analyst  Harry  Mortner. 

The  main  problems;  heavy 
debt  from  its  rapid  expansion 
in  the  1980s,  tough  competi- 
tion from  the  likes  of  General 
Electric  Co.  and  Whirlpool 
Corp.,  and  a  sharp  downturn 
in  consumer  spending 
Creamed  by  the  steep  reces- 
sion in  Britain,  its  Hoover  Eu 
rope  unit  has  racked  up  oper- 
ating losses  of  $32.3  million  in 
three  years.  It  could  lose  an 
additional  $10  million  this 
year.  "Calling  Europe  a  prob- 
lem is  a  delicate  understate- 
ment," says  Hadley,  58. 
GLOOM  AND  DOOM.  Hadley  is 
working  ovei'time  to  get  May- 
tag back  on  track.  This  sum- 
mer, he  has  overhauled  the 
Newton  (Iowa)  company's 
marketing  organization,  tak- 
en a  $95  million  writedown 
jjartly  to  cut  back  on  its  Euro- 
pean business,  completed  upgrades  of 
two  U.  S.  plants,  and  forged  a  promising 
alliance  with  German  appliance  maker 
Bosch-Siemens  Hausgeriite.  Still 
to  come:  more  cuts  in  Europe,  where 
Maytag  has  already  trimmed  2,000 
employees. 

Will  his  moves  be  enough  to  get  May- 
tag out  of  the  wringer?  Wall  Street  isn't 
o[itimistic.  Maytag's  shares,  which  have 
slumped  by  more  than  557^  since  their 
1987  peak,  "have  slid  from  19  to  13  in  the 
past  five  months.  Some  people  in  the 
industry  think  Maytag,  the  nation's 
No.  4  home-appliance  manufacturer, 


won't  survive  as  an  independent  entity, 
no  matter  what  Hadley  does.  "Maytag 
will  continue  to  lose  ground,"  says  one 
analyst. 

Hadley  can  blame  outside  forces  for 
some  of  Maytag's  troubles.  The  fero- 
ciously comi^etitive  home-appliance  in- 


; 


HADLEY:  TO  CALL  EUROPE  A  PROBLEM  IS  "A  DELICATE  UNDERSTATEMENT 


dustry  just  keeps  getting  more  and  more 
rugged.  While  shipments  have  declined 
slightly  since  1987,  GE  and  Whirlpool 
have  started  building  global  companies 
capable  of  grabbing  bigger  shares  of  the 
shrinking  pie.  GK,  which  Appliance  mag- 
azine figures  has  a  287  market  share, 
can  deliver  products  to  retailers  24  hours 
after  they  place  an  order,  a  marketing 
feat  a  smaller  company  such  as  Maytag 
simply  can't  match.  Worse,  No.  3  Elec- 
trolux,  owner  of  the  Frigidaire  brand,  is 
poised  to  boost  its  167  market  share: 
The  Swedish  giant  has  spent  more  than 
$500  million  during  the  past  five  years  to 


upgi'ade  its  manufacturing  facilities. 

But  Maytag  isn't  a  passive  victim, 
until  the  mid-1980s,  Maytag  had  sim 
been  a  niche  player,  making  high-prii 
premium  laundry,  dishwashing,  ref: 
eration,  and  cooking  equipment  sold 
der  the  Jenn-Air  and  Maytag  labi-;. 
Then,  the  company  decided  it  had  o 
move  into  the  middle  market  to  compe 
with  GE  and  Whirlpool  over  the  kg 
haul.  In  1986,  Maytag  bought  Mac 
Chef  Co.,  on  the  low  end  of  the  mid;, 
market,  in  a  $737  million  stock  swap:' 
The  buying  didn't  end  there.  lie 
most  home-appliance  companies,  Mayfe 
wanted  to  build  a  global  base.  Appliafi 
markets  in  Europe  and  Asia  promisedB 
to  107  annual  growth  during  the  199;. 
while  U.  S.  growth  would  crawl  alongl 
less  than  5%.  In  1989,  Ma>1j 
paid  $961  million  for  Chicto 
Pacific  Corp.,  owner  of  H)- 
ver  Co..  which  got  a  third  ! 
its  sales  from  Europe. 

CULTURE    CLASH.    The  p 

chases  (.piickly  muddied  M 
tag's  once-immaculate 
ance  sheet.  Debt  soared  fr 
287  of  capital  in  1987  to  4 
last  year.  Interest  payme 
totaled  .$75  million  last  yi 
on  $809  million  in  !ong-te 
debt,  mainly  from  the  acqu 
tions.  Piled  on  top  of  th 
Maytag  has  to  invest  mi 
than  $100  million  annually 
jjlant  and  equipment  just 
remain  competitive  with 
well-heeled  rivals.  While  M 
tag  had  talked  about  expa 
ing  more  aggressively  in 
rope,  the  debt  imposed  so 
constraints,  Hadley  conced 
The  new  operating  ur 
weren't  problem-free,  eith 
Magic  Chef's  net  marg 
were  only  half  those  of  M 
tag's  industry-leading  1 
and  its  lesser  reputation  t 
steep  capital  investments 
correct.  Maytag  has  spent 
million  to  retool  Magic  Chi 
Cleveland  (Tenn.)  gas-  and  electric-ra: 
plant,  automating  key  functions  to  bo 
product  quality.  "There  hadn't  b( 
much  investment  there  for  years,"  si 
one  former  Maytag  executive. 

Hoover,  while  still  a  sturdy  No.  1 
the  U.  S.  vacuum  market,  has  been 
even  bigger  drain.  Overcapacity,  cc 
bined  with  strong  brand  preferences 
each  country,  has  kept  Hoover  from 
tending  its  British  base.  Some  forn 
executives  say  Maytag  also  didn't  app 
ciate  how  different  selling  was  in  B 
ain,  where  six  large  retailers  con 
more  than  60'a  of  the  appliance  marl* 
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big  players  are  pretty  powerful, 
ey  expect  you  to  court  them,  to  a 
!,"  says  Anthony  Williamson,  Hoo- 
nanaging  director  until  November, 
Some  former  executives  also  speak 
ulture  clash  between  the  collegial 
r  and  the  more  rigid  Maytag  exec- 
Hadley  dismisses  such  talk,  blam- 
)over's  woes  purely  on  "this  poor 
ss  environment." 

GLENOID.  One  bright  spot  in  Eu- 
,  Hadley's  new  Bosch-Siemens  alli- 
vlo.  2  behind  Electrolux  in  Europe- 
irkets,  $5  billion-a-year  Bosch- 
ns  has  a  stranglehold  on  the 
,n  market,  and  its  European-made 
and  refrigerators  could  give  May- 
me  much-needed  breadth.  Herbert 
r,  Bosch-Siemens'  chief  managing 
ir,  says  his  company  will  supply 
ishers  to  Hoover  for  sale  in  Brit- 
e  also  expects  the  companies  to 
iointly  into  markets  where  neither 
ich  presence,  such  as  South  Amer- 
lina,  and  Southeast  Asia, 
ley  has  high  hopes  for  Maytag's 
!turing,  too.  Among  the  organiza- 
changes  is  a  new  companywide 

I  for  distribution  and  order-man- 
nt.  Hadley  has  also  turned  sales 
sibility  for  the  Jenn-Air  brand 
J  Magic  Chef's  direct-sales  force, 
m  is  to  capture  the  profits  eaten 
distributors. 

big  problem,  however,  remains 
?.  Even  with  Bosch-Siemens'  help, 
t  an  easy  time  to  sell  appliances. 

no  signs  of  an  early  [economic] 
,"  says  John  Stopford,  professor 
■rnational  business  at  the  London 
ss  School.  "I  think  Maytag  has 

II  of  a  steep  hill  to  climb."  Sounds 
?pairman  Hadley  can't  look  for- 
,0  being  lonely  for  quite  a  while. 
Kevin  Kelly  in  Chicago,  with  Fred 

in  London  and  Roon  Leirald  in 
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TRANSPORTATION! 


ATTALI  WANTS  THE  GOVERNMENT-SUBSIDIZED  CARRIER  TO  TURN  A  PROFIT  BY  1 994 


ITS  AU  REVOIR 10 
THE  AIR  FRANCE  OF  OLD 


It  must  cut  costs,  find  allies,  and  wean  itself  from  the  state 


Sipping  tea  in  his  high-rise  office 
that  commands  a  stunning  view 
over  Paris,  Bernard  Attali  says 
lots  of  foreign  airline  executives  have 
been  dropping  by  lately — but  not  to  ad- 
mire the  scenery.  They  want  to  do  deals 
with  Air  France,  of  which  Attali  is  chair- 
man. Currently,  several  U.  S.  carriers 
are  seeking  alliances,  he  says.  Attali  is 
enjoying  the  attention.  "It  feels  good," 
he  says.  "We  are  very  courted." 

The  courtship  may  seem  surprising: 
Rivals  have  long  sneered  at  Air  France 
as  a  ponderous,  high-cost  ward  of  the 
French  state.  But  in  the  global  partner- 
ing game  that  is  the  new  rage  of  airline 
strategists.  Air  France  may  be  Europe's 
prize  catch.  That's  especially  true  now 
that  archrival  British  Airways  PLC  plans 
to  team  up  with  USAir  Inc.  Air  France  is 
the  Old  World's  biggest  carrier,  with  Eu- 
rope's fattest  home  market.  From  its  un- 
crowded  hub  at  Charles  De  Gaulle  Air- 
port, it  flies  to  more  than  100  cities  in 
Europe  and  beyond — an  enticing  net- 
work for  a  U.  S.  airline  eager  to  spread 
its  wings. 

Yet  Attali  had  better  not  play  too  coy 
with  suitors.  Profitless  Air  France, 
which  he  is  struggling  to  wean  from  its 


culture  of  state  ownership,  needs  a  U.  S. 
partner  at  least  as  much  as  Americans 
need  it.  And  U.  S.  carriers  don't  have 
that  many  potential  allies  left. 

Attali  may  soon  heed  that  message. 
Air  Canada,  with  which  he  signed  a  mar- 
keting pact  recently,  seems  eager  for 
him  to  join  its  bid  for  Continental  Air- 
lines Inc.  It  invited  an  Air  France  execu- 
tive to  sit  in  on  its  presentation  to  Conti- 
nental's board  on  Oct.  6 — when  it  raised 
its  bid  to  $425  million.  Air  Canada  ap- 
pears to  lead  the  now  four-way  race  for 
bankrupt  Continental.  Air  France's  Eu- 
ropean network  could  help  tip  the  scales 
against  a  rival  bid  led  by  Germany's 
Lufthansa. 

THE  WOOING  GAME.  If  Continental 
doesn't  lure  him,  many  analysts  think 
Attali  could  sign  up  with  United  Airlines 
Inc.  Eager  to  expand  in  Europe,  United 
is  trying  to  build  a  Paris  hub  but  is 
hitting  against  a  protectionist  French 
government.  "I'm  betting  on  a  deal  with 
United  within  three  months,"  says  Keith 
McMullan,  managing  director  of  Av- 
mark  International,  a  London  airline 
consultancy.  United  refused  to  comment 
on  a  possible  deal,  but  an  executive 
says,  'We're  always  talking  and  antici- 
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pating'."  American  Airlines  Inc.,  too,  is 
wooing  Attali.  It  wants  a  "code-sharing" 
pact  to  coordinate  flights — but  Attali 
says  he's  wary  of  American's  aggressive 
chairman,  Robert  L.  Crandall. 

Air  France's  weak  finances  give  Attali 
cause  to  fear  domination.  It  recently  re- 
ported a  $300  million  loss  for  the  first 
half — double  the  combined  losses  of  the 
past  two  years.  The  major  cause,  he 
says,  is  "unfair"  price-slashing  by  U.  S. 
carriers  that  boosted  capacity  to  Paris. 
Air  France  gets  25'/'  of  its  revenues 
across  the  Atlantic,  where  U.  S.  rivals 
forced  it  to  cut  prices  up  to  407'  this 
summer.  Eliminating  a  competitor  and 
gaining  American  "feed"  are  why  the 
French  carrier  needs  a  U.  S.  partner. 
"We  will  definitely  do  a  deal  with  a  U.  S. 
airline — no  doubt  about  it,"  says  an  Air 
France  executive. 

CULTURE-BOUND.  Attali  faces  similar 
pressure  in  Europe.  Partial  deregulation 
in  January  will  let  European  airlines 
cross  borders  at  will,  and — within  lim- 
its— fly  inside  any  country.  Last  month, 
BA  bought  into  a  French  airline,  T.^T,  an 
ominous  move  for  Air  France. 

Attali,  who  joined  Air  France  four 
years  ago  from  a  state-owned  insurance 
company,  is  launching  a  new  plan  to 
trim  the  airline's  bloated  costs,  which 
are  far  higher  than  those  of  the  U.  S. 
and  many  European  competitors.  He'll 
lop  off  1,500  jobs — 3'a  of  the  total — on 
top  of  3,500  cuts  previously  planned. 
He'll  also  cut  airplane  orders  and  try  to 
loosen  work  rules.  Attali  says  the  moves 
will  boost  cash  flow  by  $600  million 
and  enable  the  airline  to  turn  a  profit 
by  1994 — a  year  later  than  he  had 
forecast  a  few  months  ago. 

Most  observers  find  Attali's  moves 
far  too  modest.  Because  of  Air 
France's  longtime  culture  as  a  pro- 
tected public  service,  some  airline  ex- 
ecutives think  its  45,000-person  opera- 
tion may  be  too  fat  by  207  to  307. 
Meanwhile,  rivals  that  are  already 
lean  continue  to  cut  staff — 4,600  at  BA 
last  year,  for  example.  Yves  Stephan, 
head  of  the  Air  France  pilots'  union, 
says  the  latest  cuts  should  have  come 
last  spring,  when  losses  grew  on  the 
North  Atlantic.  He  suspects  that 
France's  September  referendum  on 
European  unity  led  the  government  to 
postpone  bad  news  that  might  be 
blamed  on  the  continent's  new  border- 
less market. 

"Air  PVance's  high  costs  should 
have  been  addressed  years  ago,"  says 
Hans  Mirka,  senior  vice-president/ in- 
ternational of  American  Airlines  Inc. 
But  he  adds,  "Attali  is  certainly  doing 
more  than  [his  predecessors]  did." 

Attali  has  plenty  of  incentive.  Euro- 
pean trustbusters  in  Brussels  will  no 


AIR  FRANCE  NOW 
HAS  A  NEW  SALES 
PITCH  AND  ROUTING 
STRATEGY— AN  DA 


longer  let  the  French  government  fill 
the  airline's  coffers,  as  it  has  done  in  the 
past.  Nor  does  the  government  want  to: 
Air  France  is  among  state  companies 
likely  to  be  privatized,  "but  not  until  we 
make  a  profit,"  says  Attali. 

One  key  to  Air  France's  profitability  is 
tuning  itself  into  its  markets  better.  In 
contrast  to  BA,  marketing  has  always 
flown  in  the  rear  cabin  at  Air  France. 
Typically,  the  airline's  technical  staff  de- 
cided which  airplanes  to  place  on  which 
routes  and  then  ordered  marketers  to  fill 
them.  The  government,  too,  had  its  say, 
obliging  the  airline  for  political  reasons 
to  serve  provincial  French  towns  and 
former  overseas  colonies. 

Attali  is  changing  things.  Over  the 
past  two  years,  he  has  slashed  307  of 
his  service  to  French  towns — despite 
screams  from  local  officials.  In  January, 
he  put  a  new  marketing  vice  president. 
Christian  Boireau,  in  the  pilot's  seat, 


RISING  REVENUES, 


with  carte  blanche  on  scheduling  jTc' 
protect  market  share  on  key  rote? 
Boireau  has  decided  to  match  rivals'  'sv, 
capacity.  Thus,  Air  France  will  ai 
Paris-Madrid  flight  on  Nov.  1,  simpl  oi 
cause  Iberia  Air  Lines  is  adding  k 
That  may  cause  over-capacity,  "lu 
will  make  others  think  twice"  befonax 
panding,  says  Boireau. 

He  also  launched  a  frequent-flyer  rr 
gram  in  June:  He  wishes  it  had  cii 
sooner.  He  has  switched  the  advertiii' 
focus  to  the  consumer  instead  ofin 
airline.  The  new  slogan:  "Ask  us  foui 
world."  And  he  is  training  employee 
"listen  better."  Boireau  admits  theji 
"noncommercial  culture"  lingersw 
"But  we  must  change,"  he  says.  % 
old  days  are  over."  | 

The  days  are  also  gone  whenli 
France  can  make  it  alone.  In  seejii; 
alliances,  Attali  says,  he  has  beenfo 
lowing  "concentric  circles."  First,ih 
tightened  his  grip  on  France  by  ac^ 
ing  its  biggest  domestic  carrier,  Aiilr 
ter,  in  1990.  This  year,  he  has  moved  u 
Europe,  buying  stakes  in  BelgiumV-;; 
bena  World  Airlines  and  Czechusi.'; 
kia's  CSA.  Now,  he  says,  he's  turninj^ 
North  America. 

'LEAVE  HIM.'  Attali  thinks  Air  Cai 
will  help  him  boost  U.  S.  traffic,  th: 
to  Canada's  forthcoming  "open  sl< 
agreement  with  Washington.  The 
ners  will  connect  flights,  startin| 
April.  For  example,  a  San  Francisc 
Paris  customer  could  fly  Air  Canad 
Toronto,  switching  to  Air  France  ac 
the  Atlantic.  The  partners  say 
France  might  buy  equity  in  Air  C 
da  later.  Although  analysts  think 
deal  may  help,  "the  record  of  sii 
marketing  agreements  has  not  1 
very  good,"  says  Philip  Baggaley, 
line  analyst  at  Standard  &  Poor's 
The  question  is  whether  Attali 
stay  around  long  enough  to  pull 
his  strategy.  Air  France  has  been 
by  a  series  of  political  appoinl 
most  lacking  airline  experience, 
enjoyed  the  view  from  the  chairim 
office  and  then  moved  on.  Frar 
Socialist  rulers  seem  sure  to  lose 
tions  next  March.  Despite  his  ref 
tion  as  the  most  hard-nosed  man; 
at  the  airline  in  years,  the  right  c 
dump  Attali — whose  twin  brot 
Jacques,  was  President  Francjois 
terand's  longtime  chief  of  staff.  " 
leave  him  for  a  few  years,  give  h 
free  hand,"  pleads  Bertrand  d'Yv 
an  airline  consultant  in  Paris.  Ev( 
that  happens,  Attali  will  have 
hands  full  trying  to  assure 
France's  survival  as  a  global  plaj 

By  Stewart    Toy   in  Paris, 
William  C.  Syttionds  in  Toronto 
Andrea  Rothman  in  New  York 
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YOUR  FIRM 
ARRIVES  IN 
THIS  BOX 


A  corporate  gift  expresses  more  than 
A-  gratitude.  It  speaks  volumes  about 
your  firm.  ♦  For  154  years,  firms  have 
expressed  themselves  in  words  only  a 
Tiffany  blue  box  can  say.  Tiffany  gifi:s  have 
passed  from  CEOs  to  clients.  From 
managements  to  staffs.  They  are  bestowed 
by  everyone  who  prizes  stability  over  caprice, 
substance  over  veneer.  And  who  wishes  to 
send  this  message  in  a  gift  that  is  cherished 
forever.  ♦  To  receive  a  brochure,  or  learn 
more  about  the  rewards  of  a  Tiffany  &  Co. 
corporate  account,  call  800-423-2394. 


Tiffany  &  Co. 


We  fotmd  $30  billic* 


We  found  $200  million  for  one  Fortune  500*company.  And  $32 
million  for  another. 

We're  finding  millions  for  big  companies  and  small  companies. 
Perhaps  you'd  like  us  to  find  something  for  you.  We  can.  By  applying 

better  management  to 


lip 
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k 
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the  purchase  and 
delivery  of  health  care. 

Our  experience  in 
lowering  medical  costs 
suggests  that  the  wide 
adoption  of  our  progranl 
and  tecliniques  could 
save  American  business 
$30  billion.  Annually. 

Easier  said  than  done 
you  say?  True,  what 
we  have  may  not  be  a 
panacea.  Because  therefing 
isn't  one.  The  problem 
too  complex  for  that 

But  what  we  can  offdb; 
your  company  are  So 
solutions  that  are  working  right  now  out  in  the  real  world.  Solutioi  npli 
that  can  help  you  control  costs  without  sacrificing  the  quality  of  care  So 
In  fact,  our  goal  is  to  improve  it  m 
And  we  can  do  it  in  a  way  that  employees  won't  find  hard  to  swallo  m\ 
Let's  get  started.  You  don't  have  to  leap  into  the  future.  You  cai  An 
take  it  one  step  at  a  time.  Because  we  offer  such  an  array  of  produc  % 


Hoi 


biild  you  like  some? 

i  services,  we  can  bring  you  along  at  the  pace  that  suits  you. 

Our  health  care  options  include  everything  from  traditional 

lemnity  plans  and  preferred  provider  networks  to  HMOs  and  plans 

It  integrate  our  HMO  and  indemnity  options. 

^d  each  one  offers  you  successively  higher  levels  of  cost  controls. 

So,  how  do  we  get  your  employees  on  board? 

rhe  key  is  flexibility  and  freedom  of  choice.  And  making  sure  that 

ality  is  not  compromised.  Recently,  for  example,  94%  of  the 

;mbers  enrolled  in  our  healthplan  rated  their  physicians  highly. 

Mot  a  bad  barometer  of  employee  satisfaction. 

With  our  integrated  health  care  programs,  your  employees  can 

:eive  medical  care  from  physicians  within  an  HMO  network  or  select 

ysicians  from  outside  the  network. 

[jiving  them  access  to  the  best  features  of  both  HMO  and  traditional 
lemnity  insurance  coverage. 

^at's  in  it  for  you?  Combining  choice  and  the  kind  of  health  care 
magement  we're  talking  about  helps  you  rein  in  runaway  costs, 
ing  you  greater  administrative  convenience  and  efficiency. 
How  committed  are  we?  So  committed  we  have  created  one  of  the 
)St  extensive  health  care  networks  in  the  country.  Serving  75%  of 
)an  markets  and  over  2  million  people. 
So  committed  we've  created  the  nation's  leading  provider  of 
Lployee  life  and  health  benefits. 

So  committed  we  can  help  you  in  everything  from  health  and  dental 
e  to  life  and  disability  plans,  too.  Call  CIGNA  Employee  Benefits 
mpanies,  1-800-782-0782. 

^d  we'll  show  you  how  to  find  what  every  company  is  looking  for. 
^our  rightful  share  of  $30  billion. 


We  get  paid  for  results! 


CIGNA 


These  days,   the  business  of  business 
schools  is  change.  Not  tinkering, 
tweaking  alterations,  but  radi- 
cal, revolutionary  experimentation. 
At  Wharton,  MB.-\s  hear  philosophi- 
cal  lectures   on   how   the  sky 
makes  love  with  the  earth. 
Duke  required  this  year's  in- 
coming students  to  spend 
time  with  children  in  low-in- 
come housing  projects.  Bor- 
rowing from  the  medical- 
school  model,  Michigan  is 
placing  student  teams  in  cor- 
porate residencies.  Indiana 
scrapped  its  entire  core  curricu- 
lum, replacing  it  with  a  pair  of 
semester-long  courses   in  which 
MBAs  will  receive  only  two  grades  in 
their  first  year.  Even  Harvard  busi- 
ness school,  where  tradition  is  not 
easily  discarded,  has  recently  em- 
barked on  a  full-scale  review  of  its 
program. 

But  there  is  at  least  one  dean 
who  is  standing  pat.  He  is  Donald 
P.  Jacobs,  head  of  Northwestern 
University's  business  school,  and 
he's  not  planning  any  wholesale 


BUSINESS  WEEK'S  NEW 
RANKING  IS  THE  MOST 
COMPREHENSIVE  YET 


changes  at  all.  "If  a  business  school's  curr 
lum  was  that  far  out  of  date,  why  dii 
push  so  many  students  through  f; 
Jacobs   says.   "I   find   it  terr 
embarrassing." 

Self-serving?  Maybe.  But 
cobs,  dean  of  the  J.  L.  Kelk 
Graduate  School  of  Mana 
ment  in  Evanston,  III.,  forli 
years,  can  afford  the  brija 
do.  For  the  third  consecutt; 
time,  his  school  has  captupf 
the  No.  1  position  in  BUSINja}, 
week's  list  of  the  best  grs| 
ate  schools  of  business, 
snagged  top  honors  in  t| 
newest  and  most  comprehensfi 
ranking  by  winning  the  highestift 
colades   from   Corporate  Ameitf 
and  by  gaining  the  third-best  gra'fi 
from  Kellogg's  own  graduates.  : 
MUSICAL  CHAIRS.  Amidst  the  fre;] 
of  change,  though,  Jacobs  can  hiti 
ly  afford  to  be  complacent.  Justs 
hind  Northwestern  is  his  nearby?i 
val,   the   University  of  Chicaj'S 
graduate  school  of  business,  whl 
has  staged  a  dramatic  resurgerp 
thanks  to  innovative  changes  ti! 


ma 


'k  or 
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JOHN  H.  McARTHUR, 
HARVARD 
UNIVERSITY 


THOMAS  P.  GERRITY, 
PENNSYLVANIA'S 
WHARTON  SCHOOL 


ID  P.  JACOBS, 
HV/ESTERN'S 
GG  SCHOOL 


garnered  wide- 
d  support  in 
orporate  com- 
y.  Chicago 

i  second,  up  from  fourth  place  two  years  ago  and  a 
I  nth  in  1988,  when  BUSINESS  WEEK  began  to  rate 
)ols  on  customer  satisfaction. 

iling  the  two  Midwestern  giants  of  management  educa- 
1  the  first  tier  are  many  traditional  B-school  leaders  on 
ist  and  West  Coasts:  Harvard  (No.  3),  the  University  of 
ylvania's  Wharton  School  (No.  4),  Dartmouth's  Amos 
School  of  Business  (No.  6),  and  Stanford  (No.  7).  The 
f  turned  up  some  other  surprises  as  well.  Michigan 
I  up  two  places,  to  No.  5,  after  an  overhaul  of  its  mba 
im  forged  closer  links  with  major  corporations  and 
1  the  approval  of  its  newest  mba  alums.  Carnegie  Mel- 
ousiness  school  experienced  the  biggest  plunge  of  any 
)  school,  falling  from  9th  to  17th  because  of  low  ratings 
this  year's  graduating  class.  Two  business  schools — 
of  the  University  of  Rochester  and  the  University  of 
at  Austin — fell  off  the  list  largely  because  they  lack  the 
■ate  constituency  needed  to  gain  Top  20  status.  They 
!'eplaced  by  aggressive  newcomers  at  Vanderbilt  Univer- 
nd  Washington  University. 


B.  JOSEPH  V/HITE, 
THE  UNIVERSITY 
OF  MICHIGAN 


EDWARD  A.  FOX, 
DARTMOUTH'S 
AMOS  TUCK 


As  in  previous  surveys,  BUSINESS  WEEK  rankings  adopt  a 
consumer's  approach  to  management  education.  Instead  of 
rating  schools  on  the  test  scores  and  starting  salaries  of 
students  or  simplistic  questionnaires  that  ask  deans  to  rank 
institutions,  BUSINESS  WEEK  sent  surveys  to  6,046  of  this  year's 
graduates  of  36  prominent  business  schools  and  to  352  compa- 
nies that  actively  recruit  mbas  at  the  top  schools.  A  total  of 
4,712  graduates  and  199  companies  responded  (page  70). 
DIFFERING  VIEWS.  The  graduates,  who  judged  only  their  own 
schools,  were  asked  for  their  views  on  such  issues  as  teaching 
quality,  program  content,  and  career  placement.  The  views  of 
the  Class  of  1992  were  supplemented  with  those  collected  by 
the  magazine  in  1990  and  1988  to  form  a  graduate  ranking.  In 
the  corporate  survey,  recruiters  were  asked  to  rate  student 
skills  and  to  rank  B-schools  based  on  their  overall  quality  and 
the  success  rate  of  a  school's  graduates  in  their  organizations. 
Both  polls  were  then  combined  to  obtain  the  BUSINESS  WEEK 
ranking. 

MBAS  and  the  corporations  that  hire  them  don't  always  see 
eye  to  eye.  Racking  up  the  highest  satisfaction  scores  from 


ORY 
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graduates  are,  in  descending  order, 
Dartmouth,  the  University  of  Virginia, 
Northwestern,  Cornell,  and  Stanford. 
The  favorite  hunting  grounds  of  Corpo- 
rate America,  on  the  other  hand,  are 
Northwestern,  Wharton,  Harvard,  Chi- 
cago, and  Columbia. 

For  all  the  nation's  business  schools, 
this  ranking  comes  at  a  time  of  anxious 
introspection  and  recession  jitters.  After 
enduring  years  of  criticism  from  many 
companies  for  turning  out  narrow,  num- 
bers-minded analysts  with  poor  commu- 
nication skills,  one  business  school  after 
another  is  radically  changing  the  content 
and  structure  of  its  programs. 


Schools  are  adding  more  courses  in 
"soft"  skills,  such  as  leadership  and 
teamwork,  and  placing  greater  emphasis 
on  globalization  and  quality  manage- 
ment. They're  also  trying  to  teach  busi- 
ness as  a  complex  whole  instead  of  a  set 
of  disparate  functions,  and  they're 
breaking  down  the  walls  between  acade- 
mia  and  business  to  strike  partnerships 
with  companies.  "We're  in  a  period  of ' 
profound  change,  where  more  innovation 
is  going  on  than  occurred  collectively 
over  the  past  decade,"  says  Richard  R. 
West,  dean  of  New  York  University's 
Stern  School  of  Business. 

These  new  directions  are  being  plotted 


just  as  many  of  the  country's  larg 
corporations  have  weeded  out  tens 
thousands  of  the  middle-managemi 
posts  coveted  by  the  77,000  MB 
churned  out  this  year.  The  recession  } 
also  proven  that  even  some  of  the  b 
schools  are  not  immune  from  econor 
downturns.  This  year,  one  of  every  f 
graduating  students  from  the  busin( 
schools  at  University  of  Indiana  a 
Carnegie  Mellon  did  not  have  a  sinj 
job  offer  at  graduation. 
FEWER  WOMEN.  Small  wonder,  then,  tl 
the  flow  of  applications — in  recent  tin 
propped  up  by  scores  of  foreign  s 
dents — is  beginning  to  fall.  So  are  if^' 


A  REPORT  CARD 
ON  THE  TOP  20 


Quant  jocks  will  find 
plenty  of  numbers  to 
crunch  in  this  guide  to 
the  Top  20  business 
schools.  To  produce  it, 
we  surveyed  6,046  re- 
cent graduates  of  36 
prominent  schools  and  352  companies 
that  actively  recruit  MBAs.  Altogether, 
4,712  MBAs  and  199  companies  responded. 
Besides  the  ranking,  BUSINESS  week  has 
collected  much  new  information  never 
before  made  public. 

Harvard  MBAs  win  the  top  slot  in  start- 
ing-pay packages — an  average  of  $84,960 
in  salary  and  bonuses.  Maybe  they  need 
the  money:  The  average  Harvard  student 
quit  a  job  paying  nearly  $53,000  to  attend 
and  graduated  with  debts  of  more  than 
$39,000  to  pay  for  the  degree. 

Which  schools  offer  the  most  reces- 
sion-proof MBAS?  Only  37f  of  Harvard's 
Class  of  1992  had  no  job  offers  by  gradu- 
ation. And  more  than  907(  of  the  students 
at  8  of  the  20  schools  had  offers  by  grad- 
uation. No  school,  however,  beat  Har- 
vard when  it  came  to  getting  its  MBAs 
the  most  offers — 3.5  per  graduate. 

Another  surprise  in  these  tough  times: 
MBA  paychecks  are  still  rising.  This 
year's  Northwestern  graduates  started 
at  $70,200  in  average  salary  and  bonus — 
11%  above  the  $63,070  average  two  years 
ago.  Pay  failed  to  increase  at  only  two 
schools  since  1990:  Wharton  and  MIT, 
whose  MBAS  already  are  among  the  high- 
est-paid. 

The  report  card  measures  schools  by 
specific  categories  in  the  graduate  and 
recruiter  surveys.  The  top  207  in  each 
category  received  As.  The  next  257  got 
Bs,  the  next  357  got  Cs,  and  the  bottom 
207  got  Ds.  For  further  details  on  the 
ranking  process,  see  page  70. 


1992 

rank  School 


1990       Corp.      Grad.       Annual  Applicants 

rank        poll         poll        tuition       accepted  pre-MBA 


1  NORTHWESTERN  (Kellogg)  I 
Evanston,  III. 


1 


$18,780       23%  $42,950 


2  CHICAGO 

Chicago 


10 


19,250 


3  HARVARD 

Boston 


12 


18,550 


15 


4  PENNSYLVANIA  (Wharton)  2 
Philadelphia 


15 


18,800 


22 


5  MICHIGAN 

Ann  Arbor 


18,600  32 


6  DARTMOUTH  (Amos  Tuck) 
Hanover,  N.H. 


12 


18,750 


20 


7  STANFORD 

Stanford,  Calif. 


19,240 


12 


8  INDIANA 

Bloomington 


15 


12,318  35 


9  COLUMBIA 

New  York 


19,000  47 


10  NORTH  CAROLINA 

Chapel  Hill 


8,680 


11  VIRGINIA  (Darden) 
Charlottesville 


15 


14,227 


12  DUKE  (Fuqua) 
Durham,  N.C. 


13 


14 


18,500 


13  MIT  (Sloan) 

Cambridge,  Mass. 


1  1 


10 


14 


19,500 


14  CORNELL  (Johnson) 
Ithaca,  N.Y. 


16 


17 


18,500 


15  NYU  (Stern) 
New  York 


17 


13 


16 


18,030 


16  UCLA  (Anderson) 
Los  Angeles 


10  16 


,246 


17  CARNEGIE  MELLON 

Pittsburgh 


23 


18,600  34 


18  CALIFORNIA  (Haas) 
Berkeley 


19  19 


13 


7,700 


19  VANDERBILT  (Owen) 
Nashville 


None 


20 


19 


17,500 


48 


20  WASHINGTON  (Olin) 
St.  Louis 


None       18  24 


16,750 


42 


DATA:  BW  (RESEARCH  BY  LORI  BONGIORNO,  JUDI  CROWE,  MATTHEW  KOPIT) 


40,460 


52,790 


45,780 


36,370 


49,700 


51,570 


33,410 


40,150 


17  39,990 


26  40,560 


30  39,060 


20  42,630 


33  37,820 


40  40,130 


24  42,740 


35,730 


24  41,050 


27,900 


31,900 
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s  of  women  enrolled  in  many  of 
e  programs.  In  part,  the  down- 
I  female  enrollment  has  been 
by  the  influx  of  more  internation- 
ents,  a  greater  proportion  of 
re  male.  But  it's  also  a  sign  that 
/omen  may  view  law  and  medi- 
more  welcoming  professions  than 

ever  the  reason,  the  slump  has 
iitional  pressure  on  the  admis- 
fices  of  the  top  schools  to  recruit 
jlicants  more  aggressively.  With 
leption  of  only  four  schools — 
n,  MIT,  Berkeley,  and  Vander- 
ery  school  in  the  Top  20  is  now 
g  a  greater  percentage  of  its  ap- 
than  it  did  two  years  ago.  Co- 


lumbia opened  its  doors  to  47%  of  those 
who  applied  for  admission  to  its  newest 
class,  up  from  only  30%  in  1990.  "The 
boom  is  over,"  says  Charles  Hickman, 
an  official  of  the  American  Assembly  of 
('ollcgiatc  Schools  of  Business. 
MAD  SCRAMBLES.  Maybe  so.  But  reces- 
sion-weary deans  at  the  elite  schools  also 
found  that  their  worst  fears  of  an  MBA 
job  drought  didn't  materialize.  Gradu- 
ates of  the  Top  20  schools  landed  jobs 
with  average  starting  pay  and  bonus  of 
$63,950  in  1992— up  7%  from  1990.  Some 
887'  of  them  were  able  to  choose  from 
among  just  over  two  offers  at  the  time 
they  collected  their  degrees.  An  astound- 
ing 30%  of  Harvard's  mbas  graduated 
into  six-figure  jobs.  On  average,  Har- 


vard graduates  pulled  down  the  most — 
$84,960— while  Vanderbilt's  MBAs  got 
the  least— $47,230  (box). 

Hidden  behind  those  hefty  numbers 
were  often  mad  scrambles  by  MBAs  to 
find  good  jobs — a  likely  reason  that 
overall  satisfaction  fell  among  this 
year's  graduates.  Asked  to  rank  the  re- 
turn on  time  and  money  invested  in  their 
degree  from  0%  to  100%,  the  responses 
average  out  to  85% — down  four  points 
from  two  years  ago.  By  far  the  largest 
single  area  of  complaint  was  career 
placement,  though  many  MBAs  continued 
to  gripe  about  the  uneven  quality  of 
teaching  in  what  they  believed  to  be 
world-class  universities. 

The  mounting  pressures  have  helped 


age 
fers 

Outstanding 
MBA  loan 

Highlights 

Grad  skills  graded  by  recruiters 

Analysts  Team  players  Global  view 

Schools  graded  by  g 

Teaching  Curriculum 

raduates 

Placement 

!, 
J 

tTi  DAD 

Favorite  AABA  hunting  Qround  for  Corporate  America; 
grads  rated  best  in  interpersonal  skills  and  teamwork 

A 

A 

A 

A 

B 

B 

A 

33  700 

teadership  program  helps  Chpcago  gain  corporate 
support;  profs  rated  highly  for  leading-edge  knowledge 

A 

A 

A 

B 

B 

A 

Of  ,  \  H\J 

Nearly  30%  of  class  begon  [obs  with  six-figure  pay;  af- 
ter Carnegie,  administration  rated  least  responsive 

A 

A 

A 

B 

B 

B 

■) 

Innovative  overhaul  of  program  puts  greater  emphasis 
on  people  skills,  adds  global  perspective 

A 

A 

A 

D 

B 

A 

\ 

9"^  ion 

New  dean  brings  sweeping  changes;  requires  company 
apprenticeships  and  integrated  learning 

b 

A 

A 

6 

A 

A 

\ 

Caring  faculty,  bright  students,  and  devoted  alumni 
base  moke  it  the  No.  1  choice  of  outdoorsy  grads 

D 
D 

B 

A 

A 

B 

Grads  rate  redesigned  program  best  in  leadership;  say 
classmates  are  most  supportive  of  any  in  Top  20  schools 

A 

B 

A 

C 

A 

B 

■) 

1 A  Dsn 

Revolutionary  program  stresses  integrotion  of  functions 
&  teamwork;  awards  one  grade  per  semester  in  1  st  year 

B 

B 

B 

B 

B 

A 

} 
J 

1  S9n 

vj  1  ,oz  u 

Revamped  curriculum  puts  focus  on  four  themes:  global- 
ization, total  quality,  ethics,  and  human  resources 

B 

B 

A 

C 

C 

B 

) 

1 7  '\0n 

1  /  fD7\J 

Low  tuition  and  superb  teaching  made  it  the  third  most 
selective  school  after  only  Stanford  and  Harvard 

C 

B 

C 

A 

B 

C 

1 

91    1  n 

Grads  rate  highly  the  program  s  focus  on  ethics;  new, 
pioneering  leadership  program  draws  mixed  reviews 

B 

A 

B 

A 

A 

A 

) 

9H  Ann 

New  progrom  forced  revisions  in  every  course,  upped 
'contact  hours'  between  students  and  faculty  by  a  third 

B 

A 

B 

B 

C 

A 

■) 

OO,  1  D\J 

Grads  mcst  satisfied  with  attention  to  quality  concepts; 
faculty  gets  top  marks  for  leading-edge  knowhow 

A 

C 

A 

C 

c 

B 

24,770 

School  garners  among  highest  ratings  from  satisfied 
grads  but  lacks  strong  corporate  support 

C 

B 

C 

A 

A 

B 

) 

22,640 

Moved  into  new  $68  million  home;  grads  most  satisfied 
with  international  business  focus  of  program 

B 

B 

B 

C 

B 

B 

18,880 

Moves  into  new  complex  in  1994;  nearly  9%  of  grads 
made  less  pay  than  before  getting  the  MBA 

B 

B 

B 

C 

B 

B 

} 

27,480 

New  dean  trying  to  reinvigorate  program;  grads  rate 
administration  least  responsive  among  the  Top  20 

A 

C 

B 

C 

D 

C 

5 

16,030 

Best  bargain  among  Top  20;  new  dean  from  Peat 
Marwick  expects  to  open  new  facility  in  fall  of  1994 

B 

B 

C 

C 

A 

C 

1 

28,530 

Strong  regional  player  breaks  into  top  ranks;  boasts 
new  sequence  of  courses  in  customer  service  and  quality 

C 

C 

C 

B 

c 

B 

5 

21,120 

Top  20  newcomer  features  unusual  'practicum,'  in  which 
MBA  teams  work  for  companies  that  pay  for  advice 

C 

C 

C 

C 

C 

C 

Y 


BUSINESS  WEEK/OCTOBER  26,  1992  63 


to  spark  a  massive  turnover  of  deans  at 
even  the  best  schools.  Eight  of  the  Top 
20,  for  I'xuinple,  have  relatively  new  peo- 
ple at  the  helm,  while  five  more  schools 
have  l)egun  searches  for  new  deans. 
"It's  become  a  tough  and  demanding 
job,"  says  Thomas  P.  Gerrity,  who  quit  a 
successful  business  career  to  become 
dean  of  Wharton  two  years  ago.  "You 
live  with  the  tension.  I  don't  think  I  a])- 
preciated  the  range  of  intensity." 

But  if  Kellogg's  Jacobs  is  worried 
about  an  MB.A  drought,  it  doesn't  show. 
He  recently  broke  ground  on  a  $12  mil- 
lion addition  to  the  school's  executive- 
education  center  on  the  shores  of  Lake 
Michigan.  And  last  spring,  Jacobs  com- 
pleted a  $2  million  renovation  of  North- 
western's  downtown  cam- 
pus for  its  evening  MBA 
program.  Plus,  he  has  just 
agreed  to  pay  to  build  a 
new  School  of  Education 
for  the  university  so  he  can 
take  over  and  renovate  the 
old  building,  which  is  right 
next  door  to  the  business 
school.  The  $26  million 
project  will  increase  Ja- 
cobs' space  by  607'. 

To  Jacobs,  a  generally 
unassuming  finance  profes- 
sor, much  of  the  transfor- 
mation of  management 
education  is  little  more 
than  confirmation  that  he's 
been  on  the  right  track 
since  taking  over  the 
school  in  1975.  "Imitation  is 
the  best  form  of  flattery, 
and  they  are  all  coming  in 
my  direction,"  he  boasts. 
GROUP  ETHIC.  Up  to  a  point, 
Jacolis  is  right.  Kellogg 
was  a  leader  in  using  exec- 
utive education  to  bridge 
the  gap  between  the  corpo- 
rate world  and  academia. 
The  school  was  the  first  to 
interview  100''''  of  its  applicants.  It  was  a 
simple  yet  insightful  idea,  because  face- 
to-face  meetings  with  candidates  allowed 
Kellogg  to  screen  out  those  who  lacked 
the  interpersonal  skills  necessary  to  be- 
come effective  managers.  That  kind  of 
screening  was  more  difficult,  if  not  im- 
possible, to  do  by  looking  only  at  test 
scores,  [last  grades,  and  written  essays. 
It  was  also  an  excellent  opportunity  to 
pitch  some  of  the  best  candidates  on  the 
virtues  of  Kellogg. 

With  a  dormitory  exclusively  devoted 
to  MB..\s,  Jacobs  nurtured  a  "group  cul- 
ture" that  put  extraordinary  emphasis 
on  leadership  and  teamwork.  He  recalls 
that  one  rival  dean,  hearing  him  speak 
about  the  importance  of  group  work  at 
Kellogg  in  the  late  1980s,  said:  "  'We  call 


that  plagiarism,  and  we  kick  them  out.' 
Now,  nearly  everyone  is  encouraging- 
it,"  he  says.  He  lured  first-class  teachers 
to  the  school,  and  unlike  the  many  aca- 
demic deans  of  the  time  who  viewed  the 
real  world  of  business  with  suspicion, 
Jacobs  was  among  the  first  to  tap  an 
advisory  group  of  executives  for  outside 
opinions.  Even  now,  he  says,  he's  on  the 
phone  with  an  advisory-council  member 
virtually  every  day. 

But  many  of  today's  innovations  in 
management  education  represent  a  radi- 
cal departure  from  tradition — and  from 
the  model  of  the  modern  business  school 
that  Jacobs  helped  create  through  the 
1980s.  For  one  thing,  many  schools  are 
reaching  far  beyond  their  faculties  in 
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Where  corporate  recruiters  say 
they  find  the  best  graduates  for  specific  skills 
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designing  new  programs.  Columbia 
gathered  data  from  2,000  alumni,  100  re- 
cruiting companies,  and  nearly  1,000  cur- 
rent students.  It  ran  focus  groups  of 
executives  from  the  likes  of  American 
Express,  Bankers  Trust,  General  Elec- 
tric, and  Merck.  The  result  of  the  ef- 
fort— the  first  comprehensive  review  of 
Columbia's  program  since  the  early 
1960s — is  a  new  curriculum  that  debuted 
in  the  fall  of  1992.  The  new  program 
puts  more  emphasis  on  managing  and 
less  on  crunching  numbers. 

Similarly,  the  University  of  Chicago 
sought  the  views  of  students  and  compa- 
nies to  create  a  successful  leadership 
program  that  spans  its  entire  first-year 
curriculum.  Corporate  sponsors,  includ- 
ing Bankers  Trust,  Exxon,  Leo  Burnett, 


and  Pfizer,  help  to  foot  the  bill  fo! 
program's  many  workshops  and 
cises  in  team-building  and  leaders! 
with  managers  from  these  comp; 
sometimes  participating  in,  running 
critiquing  them.  The  idea:  to  better 
ance  the  academic  theory  in  Chic£ 
curriculum  with  "soft"  manager 
skills.  The  program — launched  after 
cago's  llth-place  finish  in  BUSH 
week's  1988  ranking— has  helped  to 
pel  the  school  to  No.  2,  directly  be 
Northwestern. 

'USE  ALL  SENSES.'  Some  of  Chicago'; 
proaches  are  unusual  for  a  busi 
school,  to  say  the  least.  This  year's 
entering  students,  for  example, 
given  diaries  in  which  they  must  \ 
about  their  experier 
The  school's  advice: 
all  senses:  What  are 
hearing,   seeing,  touc 
and  feeling?"  So  what 
that  have  to  do  with 
ness  education?  "If 
students  can't  get  in  t( 
with  their  own  feeli 
how  can  they  get  in  t( 
with  the  feelings  of  pe 
they'll  work  with?" 
Harry  L.  Davis,  de{ 
dean,  of  the  ,MBA  progi 
"It's  management  by  v\ 
ing  around  You  can  \ 
around  and  not  see 
thing,  or  walk  around 
see   the   wrong  thh 
We're  trying  to  equip 
students  to  observe  and 
sorb  the  right  things." 

Such  typically  nonl 
ness  exercises  are  bi 
utilized  at  campuses 
over  the  nation.  At  the 
versity  of  Virginia's  1 
den  School,  second-j 
students  have 
grouped  into  teams 
told  to  play  Go,  an  anc 
Chinese  board  game,  as  part  of  a 
stone  course  that  melds  strategy,  lea 
ship,  and  management  of  change.  On 
first  day  of  class,  students  receive  i 
hours'  training  in  the  complex  g; 
from  outside  master  instructors.  In 
final  two  weeks  of  the  tournament,  c 
MB.A  spends  about  'ZV-i  hours  playing 
game. 

"We're  trying  to  help  our  stud( 
think  in  nontraditional,  non-West 
ways,"  explains  James  G.  Clawson, 
associate  professor  at  Darden.  "Un 
chess,  where  one  confronts  an  oppos 
player  head  on  to  knock  him  out, 
strategy  in  Go  is  to  come  around 
weak  spots  to  gain  control  of  territi 
Many  of  the  strategic  case  studies 
use  on  Honda,  Matsushita,  and  o1 
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How  THE  U.S.  Postal  Service  Taught 
The  Tightwad  Gazette  aThing  or  Two 
About  Pinching  Pennies. 


If  you  want  to  know  aboLil  rccvcling  vacuum 
cleaner  bags  or  making  paper  out  ol  clrv  cr  lint,  talk  to 
jim  and  Amy  Dacyc/yn,  publishers  ol  I  he  l  ightwad 
(ja/etle.The  l)aevc/vns  have  turned  the  art  of  thrift 
into  a  prolitabic  business  with  over  100,000  subscrib- 
ers. As  their  mailing  list  grew  ,  so  did  their  need  for 
more  cost-effective  mailing.  I  hey  decided  to  consult 
their  Post  Ofiiee. 


I.mIIIImuI.ImmIIII  i,l,ll,n.l.ll,l,.,l„ll 

MR  JOSEPtl  II  PRATTS 

56  WALNUT  PI  ACE 

BRIARCI  IFF  MANOR  NV  10510-2629 


Postal  Accoimt  liepresentative  C'laire  Breton 
told  them  how  to  print  addresses  and  barcodes  direetb 


onto  their  newsletters  and  abuLit  software  that  auto- 
matically verifies  addresses.  Not  onlv  did  thev  save 
hundreds  of  work-hours,  but  their  mail  could  then 
be  processed  through  the  Postal  Service's  automated 
equipment,  saving  them  over  $  1  2,000  annually. 
"Saving  money  just  reinforces  the  v\av  we  believe 
in  doing  things."  Take  it  from  a  man  who  recom- 
mends reusing  collec  lllters. 

For  more  information  on  how  your  mail  can 
qualify  lor  discounts,  call  1-800-843-8777,  Ext.  500. 
After  all,  the  Dacyc/yns 
aren't  the  onl\  ones 
w  ho  can  tell  you  how 
to  pinch  [lennies. 
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Japanese  companies  illustrate  Go  kind  of 
strategies.'' 

Other  (leans  are  trying  to  instill  a 
sense  of  social  responsibility  in  students 
who,  in  the  popular  mind,  are  often  seen 
as  cold,  jfrasping  careerists.  The  Univer- 
sity of  Michigan's  newest  class,  for  ex- 
amjjle,  found  itself  in  an  auditorium 
watching  a  film  of  Reverend  Martin  Lu- 
ther King  Jr.'s  "I  have  a  dream"  speech. 
Then,  students  boarded  buses  for  De- 
troit, where  they  spent  a  day  cleaning 
up  abandoned  lots  and  painting  dilapi- 
dated houses.  They  also  take  on  a  long- 
er-term community  project  at  some  point 
during  the  two-year  program. 

On  a  more  direct  level,  many  schools 
are  creating  apprenticeships  for  stu- 
dents so  that  they  can  immediately  apply 


nior  vice-president:  "The  advantage  to 
us  is  that  these  are  bright  young  people, 
and  they  bring  with  them  good  insights 
and  new  ideas."  Unlike  the  usual  sum- 
mer internships  MB.\s  use  to  pay  tuition, 
the  apprenticeship  is  geared  to  a  specific 
project  and  supervised  by  faculty  and  a 
committed  team  of  corporate  managers. 
ESSENTIALS.  Although  few  schools  are 
going  as  far  as  Michigan  to  expose  stu- 
dents to  such  experiences,  similar  intern- 
ships with  corporate  sponsors  have  re- 
cently been  added  by  Emory, 
Washington  University,  and  the  Univer- 
sity of  Texas.  This  year,  Chicago  expects 
about  108  MBA  students,  up  from  72  in 
1991,  to  participate  in  its  new-product 
laboratory,  in  which  student  teams  will 
work  with  such  corporations  as  Nestle 


skills  learned  in  the  classroom.  A  central 
feature  of  Michigan's  revamped  pro- 
gram is  a  six-week  apprenticeship  in 
which  student  teams  work  hand-in-hand 
with  corporate  managers  to  solve  busi- 
ness problems.  Executives  from  such 
companies  as  Boston  Consulting  Group, 
Federal  Express,  Motorola,  and  Xerox 
helped  to  design  the  unique  program, 
which  ran  as  a  pilot  earlier  this  year. 

It  was  a  big  success,  though  some 
students  groused  about  being  put  back 
to  work.  At  North  American  Philips 
Corp.,  a  student  team  mapped  out  and 
examined  the  company's  relationships 
with  its  suppliers.  The  team's  recommen- 
1;  tions  lowered  costs,  sped  up  orders, 
aui'  improved  relations  with  vendors. 
Sav.  Michael  J.  Kearney,  a  Philips  se- 


and  Snap-on-Tools  to  develop  product 
ideas.  "We  wouldn't  dream  of  medical 
school  without  making  rounds,  intern- 
ships, and  residencies,"  says  B.  Joseph 
White,  dean  of  Michigan's  business 
school.  "By  the  end  of  the  decade,  I 
believe  there  won't  be  a  business  school 
that  doesn't  add  this." 

Besides  adding  medical-school-style 
residencies,  White  tore  into  the  basic 
structure  of  Michigan's  program.  He 
broke  the  14-week  term  in  half,  forcing 
professors  to  pare  their  course  material 
down  to  essentials.  The  shorter  format 
also  allowed  them  to  launch  30  new  sev- 
en-week electives  in  topics  they  wouldn't 
have  wanted  to  devote  14  weeks  to,  such 
as  consumer  satisfaction  and  environ- 
mental policy.  Similarly,  every  course  in 


Duke  University's  B-school  cat 
from  building-block  classes  to  elect 
has  undergone  major  revisions  this  ; 

As  far  as  curriculum  changes 
Duke's  new  program  is  up  there 
the  likes  of  Wharton  and  Michigarl 
honors  as  the  most  dramatic.  Eac 
the  school's  four  semesters  now  1 
off  with  an  intensive  week-long  ' 
grative  learning  experience."  From 
start,  the  incoming  class  is  divided 
four  groups  and  thrown  into  a  pro^ 
intended  to  build  teams  and  de\ 
leadership.  After  a  day  in  class  ex 
ing  those  topics,  newcomers  are  s 
herded  to  an  outdoor  ropes  co 
for  team-building  exercises.  Late 
the  week,  students  must  write 
own  obituaries.  The  idea:  to  get  the 
focus  on  what 
want  to  achieve  in 
lifetimes. 

The  second  sem^ 
offers  a  series  of 
grams  under  the  th 
of  managing  qu 
and  diversity.  The 
ond  year  opens  wi 
one-week  computer 
ulation  on  the  airlin 
dustry  in  which  8  te 
of  40  students  aj 
compete  against 
other  to  gain  greate 
sight  into  compet 
business  strategy, 
final  semester  be 
with  a  week-long 
gram  on  "complex  i 
agement  problems 
which  MBAs  examii 
major  controversia 
sue  currently  facir 
company  or  an  in 
try.  Teams  prepare 
sition  papers  and  de 
the  issue,  which  < 
be  anything  from 
backs  in  defense  sp 
ing  to  product-dumping. 

Few  of  these  changes  are  easy  tc 
plement,  and  most  of  them  require 
jor  investments  in  time  and  resoui 
At  Michigan,  for  example.  White  r 
sign  up  60  companies  to  get  his  resi 
cy  program  off  the  ground.  Whartc 
finding  that  it's  not  easy  to  integrat( 
differing  disciplines  of  business  in 
more  coherent  whole.  To  do  so,  Wha 
professors  from  manufacturing,  fin£ 
and  marketing  began  meeting 
months  before  the  start  of  the  sc 
year  to  create  opportunities  to  teac 
teams  and  focus  on  links  among 
classes.  For  a  single  half-seme 
course  on  manufacturing,  Morris  A. 
hen,  the  manufacturing  professor, 
mates  that  the  trio  spent  at  leas 
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;  prospectus  conlmning  more  complele  information  on  any  Defined  Fund,  including  all  charges  and  expenses,  is  available.  Read  the  prospectus  carefully  before  investing. 
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The  trouble  with  computer  networks  is  they 
in  so  many  different  species,  which,  as  you  may 
don't  always  get  along.  Conflicts  between  networks 
turn  your  business  into  a  real  zoo. 

Things  got  this  way  because  networking  stan 
evolved  on  separate  paths,  for  reaching  different  go; 
But  today's  goal  is  to  pull  things  together,  and  nobo 
can  help  you  do  it  better  than  IBM. 

We've  not  only  built  more  networks  than  an 
(over  200,000),  we've  built  all  kinds.  And  we  suppo 
the  leading  standards,  not  just  with  words,  but  with 
products  and  services.  (Ironically,  while  some  still  t  ^ 
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ave  takes  real  expertise. 


'IP  as  a  "non-IBM"  standard,  we  otter  as  many 
*  products  as  anybody.) 

o  if  you  have  a  DEC*  system  in  one  department, 
ilk®  in  another,  IBM  checkout  lines  in  your 
ind  a  supplier  using  UNIX'  workstations,  we  can 
lem  all  work  together.  And  not  by  patchwork, 
BM  s  new  router  technology  is  straightforward 
naturally  with  your  existing  investments, 
that's  more,  we'll  not  only  integrate  your  net- 
we'U  stay  on  to  manage  diem  for  you,  if  you  like, 
.nd  to  give  you  more  freedom  in  the  future,  we're 
y  numerous  alliances  with  our  competitors.  You 


want  products  that  communicate  after  you  buy  them,  so 
we're  talking  to  each  other  now. 

We'd  also  like  to  hear  from  you.  For  Caterpillar, 
IBM  NetView  "  is  managingyT/feen  kinds  of  networks  as 
if  they  were  one.  And  for  ADC*  Telecommunications, 
we're  designing  a  network  of  IBM  mainframes,  PS/2®s, 
Macs"  and  DEC  VAX*s,  plus  Sun"  and  HP*  worksta- 
tions, using  such  diverse  protocols  as  SNA, TCP/IP  and 
Appletalk^"^  over  Ethernet  and  Token-Ring. 

We  can  perform  similar  feats  i;;^  ^^^.^ 

for  you,  but  only  if  you  call  us.  E 
At  I  800-IBM-6676,  ext.  725.  = 


RATING  B-SCHOOLS: 
HOW  WE  CRUNCHED  THE  NUMBERS 


HI 'very  two  years,  BUSINESS  WEEK 
^ta  names  the  Top  20  graduate 
{[^■schools  of  business.  Since  1988, 
when  the  magazine  first  combined  the 
views  of  MBA  graduates  and  recruiters 
into  a  new  ranking  system,  we  have 
chosen  the  best  institutions  on  the  ba- 
sis of  customer  satisfaction:  how  the 
schools  determine  and  satisfy  the 
needs  of  both  graduates  and  the  corpo- 
rations that  hire  them. 

Like  previous  rankings,  the  latest  is 
based  largely  on  a  composite  of  two 
separate  polls.  Matthew  Goldstein,  an 
ex})ert  in  survey  design  and  a  co-au- 
thor of  several  books  on  statistical 
methods,  again  consulted  on  all  aspects 
of  the  polling  process. 

For  the  new  ranking,  BUSINESS  week 
made  one  significant 
refinement  in  its 
methodology.  Through 
three  separate  polls  of 
graduates  in  1988, 
1990,  and  1992,  the 
magazine  has  built  a 
longitudinal  set  of 
data  to  capture  the 
opinions  and  views  of 
9,621  MBAs.  A  larger 
number  of  indepen- 
dent observations  in 
such  a  study  lends 
greater  reliability  to 
the  results.  It  also 
helps  to  smooth  the 
impact  of  short-term 
ups  and  downs  in  any 
one  year.  That's  why 
BUSINESS  WEEK  wiil 

now  use  three  years' 
worth  of  longitudinal 
data  to  compose  its 
graduate  rankings,  giving  the  greatest 
weight  to  the  latest  survey.  The  corpo- 
rate ranking  will  continue  to  be  based 
solely  on  the  most  recent  survey  of 
recruiters,  because  the  sample  has 
much  in  common  with  previous  studies. 
■  Graduate  survey.  A  34-question  sur- 
vey was  mailed  to  this  year's  crop  of 
graduates  at  36  top  schools.  MBA  candi- 
dates were  selected  at  random  from 
class  lists.  Of  the  6,046  questionnaires 
sent  out,  4,712  were  answered,  a  re- 
sponse rate  of  787'. 

Graduates  were  asked  to  answer 
most  questions  on  a  scale  of  1  to  10. 
One  example:  "How  would  you  judge 
the  school's  performance  in  providing 
you  with  numerous  ways  of  thinking 
or  approaching  problems  that  will 
serve  you  well  over  the  long  haul?"  If 


THE  SURVEY 


GRADUATE  POLL 


SURVEYS  5 
REPLIES  3 
RESPONSE  RATE 


RECRUITER  POLL 


1990  1992 


SURVEYS 

322 

352 

REPLIES 

149 

199 

RESPONSE  RATE 

46% 

57% 

DATA:  BW 


a  graduate  thought  the  school  did  an 
"outstanding"  job,  he  or  she  would  an- 
swer "10";  graduates  who  believed  the 
school's  performance  was  "poor" 
would  answer  "1."  The  responses  were 
weighted  to  account  for  how  closely 
they  related  to  overall  satisfaction. 

BUSINESS  WEEK  then  added  the  re- 
sponses of  3,664  graduates  from  its 
1990  poll  and  1,245  from  its  1988  poll  to 
create  a  graduate  ranking.  The  most 
weight,  50%,  went  to  the  1992  survey. 
Responses  from  the  previous  surveys 
were  given  a  weight  of  25%  each. 
■  Recruiter  survey.  A  total  of  352  Orga- 
nizations  that  recruit  MBAs  were 
polled.  Some  199  companies  replied,  a 
response  rate  of  57%. 
Recruiters  were  asked  to  provide  an 
overall  prefer- 
ence, taking  into 
account  the  quali- 
ty of  the  schools  and 
their  company's  suc- 
cess rate  with  their 
graduates.  Each  re- 
cruiter was  asked  to 
list  a  top  10,  in  order. 
A  school  named  No.  1 
received  10  points, 
while  a  school  ranked 
No.  10  got  one  point. 
The  total  score  for  a 
school  was  then  divid- 
ed by  the  number  of 
responding  companies 
that  recruited  mbas 
from  the  school.  That 
became  the  basis  for 
the  recruiters'  rank- 
ing. The  larger 
schools  tend  to  attract 
more  companies  be- 


1990  1992 


,885  6,046 
,664  4,712 

62%  78% 


cause  they  offer  more  graduates  for 
hire.  So  ratings  for  schools  with  enroll- 
ments under  400  were  adjusted  upward 
to  account  for  the  large-school  bias. 
■  Composite  ranlcing.  To  produce  an 
overall  ranking,  the  raw  scores  from 
both  surveys  were  combined  using  a 
standard  statistical  approach  for  inde- 
pendent scores.  Recruiter  opinion  natu- 
rally looms  larger  in  the  overall  rank- 
ing because  there's  a  wider  spread 
between  the  top  and  the  bottom  in  that 
survey.  In  the  graduate  poll,  the  differ- 
ence between  No.  1  Dartmouth  and  the 
University  of  Iowa,  ranked  36th,  was 
about  33% .  The  difference  in  the  corpo- 
rate poll  between  No.  1  Northwestern 
and  Georgetown  University,  which 
ranked  last  out  of  36  schools,  was 
about  770%. 


I' 
i 
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hours  planning  class  sessions.  He  M 
the  others  tallied  up  another  20  hoil 
sitting  in  each  other's  classes.  "The  ccf 
dination  took  a  lot  of  effort,"  he  saysj; 

At  one  point,  he  sat  quietly  in  lij 
back  of  the  classroom  of  a  marketii 
course  taught  by  David  J.  Reibstein.  Tj 
case  study  centered  on  a  business  d 
sion  to  accept  new  orders  for  a  produ] 
Wearing  their  marketing  hats,  the  s 
dents  were  nearly  unanimous  in  tak 
on  the  new  business,  but  they  gave  Ir 
consideration  to  the  company's  ability 
manufacture  enough  products  to  satisi 
the  demand.  At  a  prearranged  point,  (f  '^ 
hen  shocked  students  by  standing  ^ 
and  shouting  at  Reibstein:  "I  have  hea^jj 
enough.  This  is  wrong!" 

The  classroom  theatrics  helped  s* 
dents  gain  a  better  appreciation  of  t 
need  to  consider  all  aspects  of  a  busin 
decision,  and  the  professors  have 
praise  for  their  work.  But  Wharton  s' 
has  a  way  to  go  to  realize  its  goal 
teaching  business  in  a  unified  fashion 
at  least  to  the  satisfaction  of  demand!, 
corporate  and  student  customers. 
MUTINY.  Delivering  customer  satisfi 
tion  to  today's  older,  more  experienclj 
MBAS  is  no  easy  task.  Just  ask  Rob( 
Sullivan,  who  became  dean  of  Carney 
Mellon's  business  school  in  July,  19i 
For  a  full  year,  the  school  was  withoui  'fj^^ 
permanent  dean.  On  arrival,  Sulliv 
heard  many  complaints.  Some  gradual 
griped  about  being  squeezed  out  of  p( 
ular  classes,  being  forced  to  ta 
courses  out  of  sequence,  and  a  plai 
ment  office  that  was  "uncaring,  uni 
sponsive,  and  ineffective."  As  one 
grad  put  it:  "The  career  center  is  pra(  j" 
cally   comatose,    the  facilities 
cramped,  and  the  tuition  is  high." 

Sullivan  is  already  getting  good  mar 
for  changing  some  things,  but  for  ma 
in  the  latest  graduating  class,  it  h 
been  too  little,  too  late.  BUSINESS  WEEI 
survey  of  graduates  found  the  insti' , 
tion  to  be  the  least  receptive  to  stude 
concerns  of  any  Top  20  school.  "The  j 
ministration  is  completely  unrespc 
sive,"  another  graduate  charged.  "T 
only  time  it  pretended  to  care  about 
was  when  this  survey  was  mailed  ou' 
Sullivan  says  he's  working  on  the  c( 
cerns,  most  of  which  he  blames  on  t 
transition  period.  "We're  looking  at  ('°^ 
ery  opportunity  to  deliver  a  better  int 
lectual  experience,"  he  says.  Carnegie 
now  in  the  midst  of  a  review  that  m. 
result  in  significant  curriculum  chang( 

From  his  perch  at  the  top  of  the  rar 
ings,  Northwestern's  Jacobs  may  lo' 
down  on  his  rivals'  experimentation  wi 
a  touch  of  scorn.  But  the  vast  uphea\ 
in  the  B-school  world  means  no  instil 
tion  can  be  complacent.  Jacobs  con 
soon  find  his  long  reign  as  No.  1  und 
greater  challenge  than  ever  before. 

B>/  John  A.  Byrne  i)i  New  Yo 
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B  YOU  GET  YOUR 
ONEY'S  WORTH? 


.  and  educators  are  weighing  MBA  costs  vs.  benefits 


Five  years  ago,  John 
K.  Reagan  was  a 
newly  minted  MBA 
from  Duke  Universi- 
ty's J.  B.  Fn  qu  a 
School  of  Business. 
Today,  he's  a  less- 
tisfied  customer.  For  almost 
the  past  five  years,  he  has  been 
t  full-time  work  and  now  eanis 
age  30  than  he  did  in  the  job  he 
22  to  enroll  at  Fuqua. 
'87,  Lisa  Lisanti  Juliano  earjied 
from  Stanford  University.  She 
y  celebrated  her  fifth  year  with 
ison  &  Johnson  subsidiary, 
10  people  report  to  her  as  a  re- 
sales manager.  At  32,  she  boasts 
raying  job  with  plenty  of  growth 
unities.  She  believes  her  degree 
'fin  spades  and  ii'ould  pursue  it 
n  a  heartbeat. 
an  and  Juliano 
lit  jobs  to  obtain 
late  degree  that 
to  promise  a 
job,  bigger  sala- 
greater  chance 
^ancement.  Both 
aduated  in  1987, 
ly  the  best  of 
for  MBAs.  Wall 
was  hiring  thou- 
)f  them.  Bidding 
)r  top  graduates 
ot  unusual.  Rea- 
cked  up  30  on- 
job  interviews, 
had  20. 

months  after 

1   and  Juliano 

.ted,  however, 

stock  market 

d,  corporate 

dngs  became  the 

nd  the  economy 

slipping  into  pro- 
recession.  Many 

'  classmates  dis- 

l  that  the  LIFO 

ting  method 
in  every  B- 
curriculum  ap- 

irectly  to  them: 

I,  First  Out. 


Not  surprisingly,  the  economic  down- 
turn has  prompted  much  concern  over 
the  value  of  an  MBA.  Unlike  lawyers  or 
doctors,  businesspeople  don't  need  a 
sheepskin.  Yet  throughout  the  1970s  and 
1980s,  vast  numbers  of  would-be  execs 
rushed  to  B-schools.  A  record  77,000  peo- 
ple received  MBAs  in  1990,  the  latest  year 
for  which  figures  are  available.  Ten 
years  earlier,  U.  S.  B-schools  turned  out 
only  49,000  .MBAs.  And  while  there  are 
signs  of  a  slowdown,  no  one  anticipates 
a  dramatic  falloff  in  output. 

Is  all  the  enthusiasm  for  the  degree 
misplaced?  Does  an  MBA  deliver  less  val- 
ue than  it  did  during  the  1980s?  Is  there 
a  glut  of  MBAS?  If  anyone  would  have 
reason  to  be  upset,  it's  the  Class  of  '87. 
So  BUSINESS  WEEK  surveyed  3,683  of  its 
members  from  the  nation's  Top  20  B- 
schools.  Some  1,553  responded.  Even  in 


this  topsy-turvy  economy,  most  have 
few  regrets.  If  they  had  to  do  it  over, 
about  837'  would  go  to  B-school.  Fewer 
than  37  say  they  wouldn't;  147'  weren't 
sure.  Typically,  the  better  the  school's 
standing,  the  more  certain  its  alums  are 
that  they  would  make  the  same  choice — 
even  if  they're  currently  unemployed. 

The  quality  of  the  educational  experi- 
ence seems  to  be  the  key.  "When  people 
talk  about  the  MBA,  they  tend  to  talk 
about  the  generic  degree,"  says  Thomas 
F.  Keller,  dean  of  Fuqua.  "But  the  MBA 
is  not  a  standardized  product,  and  a  lot 
of  programs  don't  offer  much  value." 
MORE  HIRED.  That's  a  view  shared  by 
many  corporations  that  actively  recruit 
MBAS  and  concede  that  they  view  the 
elite  programs  as  a  screening  tool.  Con- 
trary to  some  reports,  there's  also  no 
evidence  of  mounting  corporate  disaffec- 
tion for  the  degree.  Nearly  200  compa- 
nies responding  to  BIjSINESS  week's  lat- 
est survey  hired  about  2.57  more  MB.As 
in  the  recession-plagued  1991-92  academ- 
ic year  than  they  did  the  year  before. 

For  better  or  worse,  the  .MBA  is  now  a 
virtual  prerequisite  for  admission  and 
advancement  in  many  industries.  "There 
are  few  opportunities  in  investment 
banking,  consulting,  and  commercial 
banking  for  people  without  MBAs,"  says 
Maury  Hanigan,  a  New  York-based  con- 
sultant who  helps  companies  recruit  stu- 


RY 
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dents  more  effectively.  "And  if  you 
want  a  corporate  fast-track  career,  an 
MBA  is  still  important." 

Yet  even  the  deans  of  the  most  presti- 
gious schools  concede  that  the  return 
on  this  educational  investment  takes 
longer  than  before.  An  MBA  costs  much 
more  to  obtain — especially  for  older  stu- 
dents who  quit  well-paying  jobs  to  go 
back  to  school.  When  B.  Joseph  White, 
dean  of  the  University  of  Michigan's 
B-school,  got  his  MBA  in  1971,  the  ratio 
of  his  classmates'  average  starting  sala- 
ry ($15,000)  to  their  annual  tuition 
($2,500)  was  6  to  1,  he  figures.  "Today, 
our  students  start  at  about  $58,000,  and 
the  nonresident  tuition  is  around 
$17,000,"  says  White.  "So  that  ratio  is 
now  about  3.5  to  1.  The  payback  is  slow- 
er because  it  has  become  a  more  costly 
investment." 

A  stagnant  economy  can  also  make  it 
an  unpredictable  investment.  After  get- 
ting an  accounting  degree  from  George- 
town University,  Reagan  sensed  he 
wasn't  cut  out  to  be  an  accountant.  He 
spent  a  year  in  sales  at  the  Dallas  Mar- 
ket Center  Co.  before  going  to  Duke. 
The  MBA,  he  thought,  would  broaden  his 
skills  and  open  new  options.  "I  never 
expected  that  attending  Duke  would 
guarantee  me  a  high-paying  job,  nor  did 
I  hold  the  school  to  some  fiduciary  duty 
to  get  me  that  kind  of  job,"  he  says. 

Although  Fuqua  got  him  plenty  of  in- 
terviews with  big-name  comjjanies,  he 
had  no  offers.  Returning  to  Dallas,  Rea- 
gan got  a  marketing  job  with  a  startup 
in  the  food  business.  Within  four 
months,  the  company  suspended  opera- 
tions, and  he  was  out.  He  was  no  longer 
a  not-yet-hired  student;  he  was  just  un- 


employed. "In  business  school,  you  have 
a  perceived  value  to  a  company.  Once 
you're  out  on  the  street,  you're  just  an- 
other name  in  a  personnel  file." 
'GOLDEN  TICKET'?  Unable  to  connect  with 
another  company,  Reagan  began  work 
on  a  temporary  basis  in  early  1989  for 
Foxmeyer  Corp.,  a  national  drug  whole- 
saler. He  was  able  to  turn  the  post  into  a 
permanent  job — until  it  was  eliminated 
in  late  1990.  He  now  earns  just  over 
$21,000  a  year  as  a  clerk  for  Trinity  In- 
dustries Inc.,  a  Dallas  [property-manage- 
ment firm.  "It's  frustrating  and  disap- 
pointing," he  says.  "Some  people  still 
hold  out  the  MBA  as  some  sort  of  golden 
ticket  on  the  flight  to  the  good  life.  I 
would  tell  them  to  check  the  boarding 
pass,  because  your  seat  is  being  over- 
sold by  every  school  in  America." 

If  a  top-notch  MBA  didn't  pay  off  for 
Reagan,  it  more  than  delivered  for  Ju- 
liano.  In  the  early  1980s,  she  was  work- 


ing at  U.  S.  Steel  Corp.  as  an  envii, 
mental  engineer  when  the  company  aj^ 
her  department.  With  an  undergradiiiE, 
degree  in  chemical  engineering  fromii 
fayette  College,  she  scrambled  to  I 
herself  to  another  division,  finally  l£| 
ing  a  job  selling  industrial  plastics, 
the  experience  nudged  her  toward 
MBA  and  a  different  industry.  "I  ' 
lucky  to  have  gone  through  that  turr 
early  in  my  career,  because  it  convin 
me  that  I  wanted  to  be  in  an  area  wh 
there  was  growth,"  she  says. 

Armed  with  her  Stanford  MBA,  shei 
cused  on  the  booming  health-care  fi! 
accepting  a  marketing  job  with  LifeSi 
Inc.,  a  Johnson  &  Johnson  subsidi 
that  makes  blood-glucose  monitc 
Within  10  months,  she  got  a  promol 
to  product  manager.  Other  promotii 
soon  followed:  international  market 
manager  and  then  domestic  market 
manager.  Not  long  ago,  she  made  a 
eral  move  into  sales,  as  a  regional  rn 
ager.  "The  degree  enabled  me  to  mak 
fresh  start  in  an  exciting  industry,'' 
says.  "And  it  probably  helped 
through  the  first  promotion  or  two." 

Both  Reagan's  and  Juliano's  stor 
demonstrate  that  there's  no  magic  ii 
Top  20  degree.  That  Juliano's  first 
was  in  a  growth  area  probably  had 
much  to  do  with  her  success  as  the  m: 
Reagan's  inability  to  take  immediate 
vantage  of  his  degree  put  him  in  a  I 
position  in  a  weak  economy. 

So  if  an  MBA  isn't  going  to  come  w 
a  guarantee,  is  it  worth  it?  "MBAs  rr 
well  look  worse  off  but  be  better  o 
than  they  would  have  been  without 
degree,  insists  Ronald  E.  Frank,  dean 
Emory  University's  B-school.  He  has 
point:  In  an  increasingly  competitive 
market,  everything  counts.  The  perj 
with  the  MBA  is  still  likely  to  have 
advantage  over  the  person  who  lac 
one,  even  if  the  degree  isn't  the  fii 
class  ticket  it  once  seemed  to  be. 

By  John  A.  Byrne  in  New  Yi 


THE  PAYOFF  FOR 
AH  MBA 


1 


The  Class  of  1987 graduatei 
in  the  best  of  times,  but  many  soon  found  th 
going  rough  after  the  stock  market  crashed  and  the  econom, 
slid  into  a  long  recession.  Wliich  Top  20  alums  are  doing  the  best 


EARNING  THE  MOST. 


.TURNING  OVER  FASTEST. 


.MOST  SATISFIED 


SCHOOL        ANNUAL  PAY  ' 

If  SCHOOL 

1  Harvard 

$167,740  1 

1  Dartmouth 

2.1 

1  Stanford 

2  Stanford 

144,540  ! 

2  Duke 

2.0 

2  Dartmouth 

3  Chicago 

127,350 

3  North  Carolina 

1.9 

3  Harvard 

4  MIT 

122,380 

4  Indiana 

1.8 

4  Chicago 

5  Dartmouth 

119,380 

5  Virginia 

1.8 

5  Northwestern 

DATA:  BW  SURVEY  OF  3,683  GRADUATES,  CLASS  OF  1987,  OF  THE  T  ■>  20  SCHOOLS 
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Another  case  for  USF&G: 
Miami,  FL.  August,  1992 


After  Andrew,  the  Doyens  were  left  with  nothing.  No 


house  to  Hve  in.  No  cars  to  drive.  No  food.  No  clothing.  And  no  furniture.  So 
they  got  to  a  phone  and  called  their  independent  agent,  who  contacted  USF&G. 

Our  adjuster,  Chuck  Witt,  was  the  first  to  make  it  to  the  Doyens'  devastated 
neighborhood,  check  in  hand. 

But  his  arrival  meant  much  more  than  the  money.  Chuck  knew  all  about 
starting  over.  And  not  just  the  paperwork,  but  the  process  of  rebuilding.  How 
much  it  costs,  how  long  it  takes,  and  how  to  build  it  better  next  time.  All  of 
which  enabled  the  Doyens  to  start  putting  their  life,  not  just  their  home,  back 
together  again. 

If  all  we  ever  had  to  do  was  smile  and  hand  you  a  check,  we  could  send  in 
one  of  those  sweepstakes  guys. 

But  our  job  is  bigger  than  that.  So  we  send  in  people  like  Chuck  Witt. 

USF&G 

INSURANCE 

Call  J-800-722-USFG  for  more  infomiation. 


SECOND-TIER,  BUT 
NOT  SECOND-RATE 


Plenty  of  B-schools  outside  the  Top  20  deliver  the  goods 


Let's  face  it;  Not  ev- 
eryone pursuing  an 
MBA  can  get  through 
the  doors  of  a  Top  20 
contender — or  even 
wants  to.  Others  sim- 
ply can't  scrape  up  the 
mountain  of  cash  necessary  to  attend  an 
elite  business  school. 

Take  Brent  A.  Berthy,  a  former  com- 
mercial loan  officer  at  a  Southeast  bank. 
Accepted  at  the  University  of  Pennsylva- 
nia's Wharton  School,  he  chose  the  Uni- 
versity of  Florida  instead.  It  was  a  logi- 
cal choice.  He  wanted  to  remain  in  the 
state  and  launch  his  own  business.  The 
clincher  for  him  was  the  out-of-pocket 
costs.  "Why  should  I  pay  $20,000  a  year 
for  a  private  school  when  I  can  go  to 
Florida  for  $4,000?"  he  says.  After  grad- 
uating this  year,  Berthy  put  together  an 
agricultural  biotechnology  startup — and 
has  no  regrets  about  his  decision. 

Of  course,  a  lot  of  Whartonites  think 
their  money  is  well  spent.  But  .MBA  seek- 


ers can  find  good  value  among  the  more 
than  750  institutions  that  grant  the  de- 
gree. And  as  mbas  from  even  brand- 
name  schools  find  it  tougher  to  get  high- 
paying  jobs  out  of  the  gate,  it  may  make 
more  sense  than  ever  to  shop  around. 

To  help  in  that  search,  business  week 
selected  20  quality  business  schools  that 
offer  consumers  the  most  bang  for  the 
buck  (table).  Many  of  these  B-schools 
provide  solid  foundations  in  business  ba- 
sics, and  some  are  even  on  the  leading 
edge  of  management  education.  To  as- 
sure a  core  level  of  quality,  business 
WEEK  looked  at  schools  that  accepted  ap- 
plicants whose  scores  on  the  Graduate 
Management  Admission  Test  averaged 
no  lower  than  575  out  of  a  possible  800. 
Some  B-schools,  such  as  those  at  the 
University  of  Georgia  or  Rice  Universi- 
ty, boast  averages  well  into  the  600s. 
Others,  such  as  the  University  of  Ken- 
tucky, just  meet  the  threshold. 

Then  we  compared  each  school's  tu- 
ition to  the  starting  salaries  of  its  gradu- 


ates to  see  which  gave  the  most 
Public  schools,  not  surprisingly, 
nate  the  list.  By  far  the  best  barg, 
the  bunch  is  the  University  of  Tex 
Austin.  For  $10,864  in  tuition,  stu 
attend  a  school  that  just  slipped 
business  week's  Top  20  ranking 
year.  Its  graduates  now  average  a 
$43,000  in  starting  salary. 

What  state  schools  lack  in  snolij 
peal,  they  often  make  up  in  afforoi 
ity — especially  for  state  resident;,' 
Georgian,  for  instance,  can  get  a  dei* 
from  the  University  of  Georgia  f| 
total  of  $4,350 — less  than  the  extra  k 
alone  required  of  every  Harvard 
never  mind  the  $37,100  tuition  bil 
some  states,  nonresidents  can  ofe 
qualify  for  lower  resident  fees  in 
second  year  of  study,  putting  som 
the  tuition  estimates  in  the  acconip 
ing  table  on  the  high  side. 
BURDENSOME  DEBTS.  The  huge  tuitk- 
demanded  by  most  Top  20  schools  fo; 
MBAS  from  those  programs  to  grad 
with  an  average  of  $27,000  in  debt  h 
ing  over  their  heads.  Load  those  rfe 
bers  into  a  calculator  and  the  cost-bp 
fit  analysis  alone  makes  Busi>f 
week's  list  of  bargains  look  even  bet' 
"If  cost  isn't  an  issue,  get  into  the 
school  you  can,  and  have  a  good  1| 
advises  William  E.  Mayer,  the  for 
dean  of  the  University  of  Rochest 
Simon  School  who  recently  became  c  f 
of  the  University  of  Maryland's  B-sc 
at  College  Park.  "But  if  money  ii 
issue,  I  can  give  students  a  first- 


20  SCHOOLS  DELIVERING  A  BIG  BANG  FOR  THE  BUCK 


School 

Full 
tuition* 

Average 
starting  salary 

Average 
GMAT* 

Applicants 
*  accepted 

School 

Full 
tuition* 

Average 
starting  salary 

Average 
GMAT* 

Applica 
*  accep 

ALABAMA  (Manderson) 
Tuscaloosa 

$10,332 

$33,000 

575 

52% 

KENTUCKY 

Lexington 

1 1,676 

31,000 

575 

61 

ARIZONA  STATE 

Tempe 

13,868 

40,824 

604 

27 

MARYLAND 

College  Park 

19,072 

44,000 

605 

29 

BARUCH 

New  York 

1 1,748 

41,882 

585 

49 

OHIO  STATE 

Columbus 

20,556 

40,972 

610 

27 

BRIGHAM  YOUNG  (Marriott) 
Provo 

1 1,340 

43,260 

585 

49 

PITTSBURGH  (Katz) 
Pittsburgh 

20,916 

43,950 

603 

45 

BUFFALO 

Buffalo 

15,282 

38,992 

588 

39 

PURDUE  (Kronnert) 
West  Lafayette 

16,384 

45,368 

609 

29 

FLORIDA 

Gainesville 

17,204 

40,000 

612 

26 

RICE  (Jones) 
Houston 

18,600 

46,300 

629 

31 

GEORGIA  (Terry) 
Athens 

1 1,514 

42,203 

626 

29 

TENNESSEE 

Knoxville 

1 1,816 

40,200 

580 

25 

GEORGIA  TECH 

Atlanta 

13,062 

42,000 

624 

40 

TEXAS 

Austin 

10,864 

43,000 

643 

25 

IOWA 

Iowa  City 

16,200 

40,300 

593 

39 

TEXAS  A&M 

College  Station 

10,608 

35,586 

601 

52 

KANSAS 

Lawrence 

$12,792 

$34,659 

580 

46% 

WASHINGTON 

Seattle 

17,700 

42,200 

623 

31  ! 

*f  or  out-of-state  residents 


**Graduate  Management  Admission  Test  scores,  out  of  o  possible  800 


DATA;  BW  ESTIMATES,  SCHOO 
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U.S.     GOVERNMENT     SECURITIES  FUND 


Franklin 

BELIEVED 
IN  A  GOVERNMENT  OF 
THE  HIGHEST  QUALITY. 


Today,  the  Franklin  U.S. 
Government  Securities  Fund 
stands  out  as  a  quality  invest- 
ment if  you  seek  high  current 
income  and  high  credit  safety. 

This  professionally  managed 
fund  of  predominantly  Ginnie 
Mae  securities  offers  you: 

♦  Monthly  dividends. 

♦  U.S.  government  securities 
that  are  among  the  highest 
yielding  on  the  market. 

♦  Securities  that  carry  the  full 
faith  and  credit  of  the  U.S. 
government  as  to  the  time- 
ly payment  of  principal  and 
interest.* 

Fact  is,  this  is  one  of  the 
largest  government  securi- 
ties mutual  funds  in  the  world. 


es!  I  would  like  a  free  prospectus  containing  more 
omplete  information  on  the  Franklin  U.S.  Govem- 
lent  Securities  Fund,  including  charges  and 
xpenses.  I  will  read  it  carefully  before  I 
west  or  send  money. 


I  am  currently  a  Franklin  shan  holder. 


Name 


Address 


Cit)/State/Zip 


Daytime  Phone 


FRANKLIN     DISTRIBUTORS,  INC. 

Member  $57  Billion  Franklin  Group  of  Fund.s®  777  Mariners  Island  Blvd.,  San  Mateo.  CA  94404-1585 


BWK92 
1337 


Individual  securities  owned  by  the  fninl.  but  not  shares  of  the  fund,  are  2;uaranteed  by  the  U.S.  government.  Yield  and  share  price  will 
iry  with  market  conditions. 


IT'S  NOW  OFFICIAL.  • 
OVER  3,000,000  HOUSEHOLDS 

IN  ASIA  HAVE  HAD 
VISITORS  FROM  OUTER  SPACeI 


Over  3,000,000  households  in  Asia  —  representing 
the  region's  most  affluent  consumers  —  are  being 
regularly  visited  by  STAR  TV,  the  first  and  only  pan-Asian 
satellite  television  service. 

When  you  make  STAR  TV  part  of  your  media  plan, 
you  can  now  back  up  your  decision  with  some  down-to- 
earth  facts.  The  latest  independent  survey  by  Frank  Small 
Associates,  conducted  in  May  and  June  of  this  year  in  7 
of  the  38  countries  covered  by  STAR  TVs  signal,  verified 
a  total  of  3,034,327  households. 


This  represents  documented  grovrth  of  more  than 
7,500  new  households  every  day  —  which  you  can 
reach  with  a  single  media  buy  through  the  power  of 
STAR  TV 

Available  via  satellite  or  cable,  STAR  TV  allows  you 
to  direct  your  advertising  message  with  pin-point 
accuracy  24  hours  a  day  on  five  different  channels. 
Choose  from  Prime  Sports,  MTV:  Music  Television,  BBC 
World  Service  Television,  the  Chinese  Channel  and  STAR 
Plus,  the  entertainment  channel. 


For  research  data,  programming  information  and 
advertising  rates,  call  Carl  Meyer  or  Bruce  Yu  at  STAR 
TV  (852)  532  1888  or  fax  (852)  596  0469.  You'll 
discover  there  is  life  in  outer  space.  And  it's  brought  to 
earth  by  STAR  TV. 


STAR 


TV 


on  at  an  aflortlahle  price  in  a  set- 
at  has  a  lot  going  for  it." 
les,  an  MBA  from  an  elite  school, 
called  golden  passport,  is  looking 
Iden  these  days.  Many  companies 
to  pay  the  high  premiums  com- 
1  by  Top  20  graduates.  Some  even 
graduates  from  less  prestigious 
.  "We  have  found  that  it  is  the 
tier  schools  that  produce  the  real- 
,  workers  who  are  willing  to  roll 
r  sleeves  and  prove  themselves," 
le  S.  Disbennett,  director  of  e.xec- 
3velopment  at  FHP  Health  Care,  a 
in  Valley  (Calif.)  HMO. 
!  major  recruiters  of  mbas  are 
ginning  to  recognize  the  lesser- 
schools  that  have  long  been  in 
dow  of  the  brand  names.  Thomas 
:ner,  director  of  human  resources 
nst  &  Young's 
sment-consulting 
e,  believes  the 
of  the  graduates 
;cond-tier  schools 
st  as  good  as 
e  lures  from  the 
titutions. 
i  of  the  bargain 
are  pioneers  in 
?ment  education. 
?r  the  University 
nessee  at  Knox- 
1  the  fall  of  1991, 
lool  launched  a 
;ionary  curricu- 
s  students  don't 
e  traditional  core 
1,  with  each  disci- 
lught  separately 
specialist  in  the 
instead,  a  first- 
udent  takes  only 
ss  each  semester 
mbines  all  of  the 
nal  areas,  from 
?  to  marketing. 
:lass  is  team- 
by  14  faculty 
!rs.  On  some 
our  or  five  of  them  will  lead  the 
)n  others,  only  one  or  two  are  at 
m. 

underlying  theme  of  the  entire 
lum  is  creating  customer  value. 
;  learning  about  customer  value, 
:s  are  receiving  value  as  well, 
.  Warren  Neel,  dean  of  Tennes- 
jollege  of  Business  Administra- 
[f  your  program  is  going  to  be 
3d  upon  the  idea  of  customer  \'al- 
n  look  at  it — and  make  sure  that 
ts  see  the  cost  as  a  major  advan- 

coming,"  he  says, 
downside  of  a  second-tier  degree? 
ites  often  discover  that  their  de- 
lon't  travel  well.  They  tend  to  be 
more  in  local  or  regional  markets, 
the  school  has  a  following,  than 
ere.  Three  out  of  four  graduates 


of  the  University  of  Tennessee's  B- 
school,  for  example,  stay  in  the  South- 
east. And  about  657"  of  the  University  of 
Maryland's  MBA  output  is  placed  in  Vir- 
ginia and  Maryland.  That  can  make  it 
far  more  difficult  to  land  a  job  with  a 
prestigious  national  company,  though 
some  deans  maintain  that  it's  not  impos- 
sible. "Those  are  not  doors  that  are 
closed  to  our  graduates,"  insists  A.  Ben- 
ton Cocanougher,  dean  of  the  College  of 
Business  Administration  at  Texas  A&M 
University.  "They  may  just  have  to 
knock  a  little  harder." 
NO  CONNECTIONS.  Richard  T.  Ney  Jr.,  a 
1992  graduate  of  University  of  Florida's 
B-school,  certainly  had  to  pound  hard  to 
get  his  job  as  a  research  assistant  at  a 
prominent  Wall  Street  firm.  Although 
Ney  thinks  he  got  a  pretty  good  educa- 


the  MBAs  at  the  University  of  Iowa  and 
University  of  Washington  graduated 
this  year  without  a  single  job  offer. 

On  the  other  hand,  schools  located 
near  "hot  spots"  of  economic  activity 
can  be  well-positioned  to  provide  gradu- 
ates with  plenty  of  job  opportunities. 
Take  Brigham  Young  University  in  Pro- 
vo,  Utah.  The  B-school  has  a  strong  rela- 
tionship with  the  local  business  commu- 
nity, a  hotbed  of  software  startups. 
Ronald  R.  Burke,  director  of  career  ser- 
vices at  Brigham  Young,  believes  the 
school's  location  makes  it  a  prime  hunt- 
ing ground  for  MBA  opportunities  that 
arise  in  the  area.  In  fact,  approximately 
257  of  the  school's  internships  are  with 
the  emerging  companies  of  "Software 
Valley"  in  the  towns  of  Orem  and  Provo. 
"As  far  as  the  regional  setting,  it  has  a 


tion  for  the  dollar,  he  wasn't  thrilled 
with  the  placement  program.  "They 
didn't  have  any  connections  here.  I  don't 
even  think  they  know  where  New  York 
City  is,"  he  says.  While  Ney  got  the  job 
he  wanted,  if  he  had  it  to  do  over,  he 
says:  "I  would  probably  go  to  NYU." 

For  students  intent  on  a  job  with  a 
large  national  company,  attending  a  Top 
20  school  might  still  be  the  easiest  route. 
After  all,  more  big-name  corporations  re- 
cruit at  the  elite  schools  whose  alumni 
networks  keep  them  coming  back  for 
more.  Many  of  these  second-tier  institu- 
tions have  either  small  or  young  pro- 
grams with  far  less  alumni  support.  The 
upshot:  You'll  have  to  take  more  respon- 
sibility for  your  job  search.  BUSINESS 
week's  survey  of  graduates,  for  exam- 
ple, found  that  slightly  more  than  407f  of 


great  advantage  for  jobs  that  are  creat- 
ed in  this  area,"  he  says. 

An  .MBA  from  these  schools  also  makes 
good  sense  for  would-be  entrepreneurs 
such  as  Berthy.  Plenty  of  schools  can 
teach  the  basics  of  writing  a  business 
plan,  lining  up  venture  capital,  and  mak- 
ing a  go  of  a  startup.  If  you're  intent  on 
launching  your  own  business,  why  pay 
for  a  school's  name  or  for  its  skill  in 
attracting  a  slew  of  big-name  recruiters? 
It  may  make  more  sense  to  buy  less  of  a 
credential  and  more  of  an  education. 

There  are  trade-offs,  to  be  sure.  But  if 
money  is  a  little  tight,  if  GM.vr  scores  are 
a  little  low,  or  if  your  ambition  is  more 
localized,  the  schools  on  this  list  provide 
an  excellent  opportunity  to  get  a  solid 
education  at  a  great  price. 

Bii  Lori  Bongiorno  in  New  York 


>RY 
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ON  THE  FLOOR  OF  THE  BOMBAY  STOCK  EXCHANGE:  NEARLY  A  DOZEN  BROKERS  HAVE  BEEN  HIT  WITH  A  SLEW  OF  FRAUD  CHARGES 


CITIBANK'S  'TAJ  MAHAL' 
MAY  BE  CRUMBLING 


Indian  officials  are  charging  it  is  deeply  mired  in  a  big  banking  and  stock-market  scandal 


To  most  foreign  banks,  India  in  the 
niid-1980s  was  just  another  over- 
regulated  Third  World  basket  case. 
But  to  Citicorp,  it  was  a  mammoth  mar- 
ket waiting  to  be  plucked.  With  its  Madi- 
son Avenue  marketing  and  state-of-the- 
art  computer  systems,  Citi  stormed  into 
India  offering  everything  from  credit 
cards  to  24-hour  telephone  banking.  The 
results  are  astounding.  Salomon  Broth- 
ers recently  labeled  Citi's  India  fran- 
chise, whose  profits  more  than  doubled 
last  year  to  almost  $50  million,  a  21st 
century  "Taj  Mahal." 

But  now  Citi's  hard-charging  ap- 
proach, which  has  worked  well  in  other 
markets,  has  landed  the  bank  in  the 
thick  of  India's  biggest  financial  scandal 
ever.  In  late  April,  after  Bombay's  soar- 
ing stock  market  collapsed,  regulators 
discovered  that  a  huge  amount  of  funds 
from  the  interbank  government  bond 


market  was  diverted  into  the  stock  mar- 
ket. Many  banks  were  apparently  in- 
volved, but  most  of  the  regulatory  atten- 
tion has  focused  on  Citi,  a  big  player  in 
the  government  securities  market.  Regu- 
lators allege  that  Citi  and  other  banks 
helped  fuel  the  market  boom. 
EXPLOSIVE  EVIDENCE.  On  Aug.  25,  a  task 
force  headed  by  R.  Janakiraman,  a  re- 
spected deputy  governor  of  the  Reserve 
Bank  of  India  (RBli,  the  country's  central 
bank,  issued  a  stinging  report  detailing 
numerous  transactions  in  which  Citi  and 
other  banks  were  alleged  to  have  violat- 
ed securities  regulations  and  guidelines. 
And  more  explosive  evidence  is  spilling 
out  of  parliamentary  hearings  under 
way  in  New  Delhi. 

Specifically,  regulators  suspect  that 
Citi  helped  finance  major  local  brokers, 
so  that  they  could  invest  more  cash  in 
the  market.  Several  were  loyal  custom- 


ers, and  regulators  say  it  appears  t  *t 
brokers  were  able  to  make  windfall  pr  {'"W 
its  through  bond  trades  with  Citi.  Si'^""' 
dealings  would  violate  Indian  tradi ' 
laws.  Moreover,  regulators  allege  tl™'* 
Citi  invested  funds  it  held  for  sta'*'*? 
owned  companies  in  the  market,  in  poi 
ble  violation  of  Indian  laws.  Regulat('''*i 
are  exploring  whether  Citi  pocket 
some  of  the  profits — also  illegal.  "P'^'is 
Citi's  harshest  and  most  visible  cri*« 
is  Harshad  Mehta,  one  of  the  brok(S'«er 
who  speculated  heavily  in  the  marl  ''■'iik 
and  was  widely  considered  to  be 'cnn 
central  figure  in  the  market's  dizzyi ''fwiii 
climb.  Interviewed  at  his  heavily  gua:'t3te 
ed  home  overlooking  the  Arabian  SO' toil 
Mehta  says  he  knows  of  many  illi'f*i 
dealings  by  Citi  and  pledges  to  expclisiiks 
"Citi  as  the  mother  of  the  wh(''%iil 
scam."  There's  no  evidence,  though,  tH-Tvpi 
Mehta  was  involved  in  any  of  the  C'^  to  ; 
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3S  trades  under  investigation, 
as  other  detractors.  On  Oct.  8, 
>  Standard  Chartered  PLC  sued 
I  S.  District  Court  for  the  South- 
rict  of  New  York  alleging  that  it 
^ly  sold  Standard  $41  million  in 
;s  securities.  Citi  says  it  owes 
d  nothing. 

"ficials  in  India  deny  any  wrong- 
and  the  bank  has  yet  to  be 

with  any  securities  infractions. 
•  the  rules  Citi  is  accused  of  vio- 
re  subject  to  varying  interpreta- 
Iray  areas,  says  Janakiraman, 
reated."  Some  observers  believe 
'  of  the  largest  foreign  banks  in 
ay  be  just  a  handy  scapegoat  as 

try  to  affix  blame  for  the  Bom- 
•ket  collapse.  Jaithirt  Rao,  Citi's 
r  in  India,  says  that  Citi's  big- 
•oblem  was  that  it  appeared 
md  arrogant"  last  spring  when 
idal  broke.  "If  we  had  taken  a 
ore  humble  approach  in  May  or 
J  might  not  have  had  these  prob- 
le  says. 

KNUCKLES?  What's  more,  the  po- 
mpact  of  all  this  on  Citi  is  far 
ear.  Some  regulators  say  Citi 
;et  off  with  little  more  than  a 
,  even  if  it  can  be  established 
was  involved  in  wrongdoing, 
ecause  the  government  wants  to 
aking  waves  with  foreign  banks 
le  when  India  is  desperate  for 
5  investment. 

e  center  of  the  controversy  is 
wWd  Bombay  stock  market.  The 
index  of  Bombay  stocks  hit  an 
high  of  4547  on  Apr.  2  as  bro- 
ihoned  huge  amounts  of  cash 
le  intrabank  government  bond 
to  buy  stocks.  Since  the  revela- 
possible  illicit  dealings,  Bombay 
lave  plunged  by  43%.  And  in  the 
Dcks,  a  Cabinet  minister  and 
idian  bankers  have  been  forced 
n.  Nearly  a  dozen  brokers  have 
;  with  fraud  charges.  None  has 
ked  with  Citi. 

involvement  in  the  scandal,  regu- 
ay,  stems  from  its  dealings  in 
lent  bonds.  To  meet  government 
requirements,  Indian  banks  have 
up  to  39%  of  their  assets  in 
lent  securities  and  bonds  issued 
i-owned  companies.  Banks  have 
;d  a  robust  intrabank  market  in 
lent  bonds  in  order  to  borrow 
overnight  or  adjust  reserves,  as 
nks  do  with  Fed  funds.  But  be- 
f  India's  arcane  manual  system 
aring  securities  transactions, 
ikes  weeks,  trading  bonds  in  re- 
to  interest  rate  fluctuations  and 
ictors  is  unwieldy.  To  deal  with 
iks  traded  "ready  forward"  con- 
imilar  to  U.  S.  repurchase  agree- 
Fypically,  a  bank  would  sell  con- 
to  another  bank,   agreeing  to 


repurchase  them  on  a  later  date  at  a 
specified  price.  The  securities  them- 
selves were  never  traded.  Instead,  banks 
exchanged  lOUs,  known  as  bankers'  re- 
ceipts. The  repurchase  agreements  on 
government  bonds  were  perfectly  legal. 
Regulatory  guidelines,  however,  prohibit 
similar  transactions  for  the  securities  of 
state-owned  companies.  Through  ties  to 
a  tight  network  of  brokers,  and  with 
India's  best  arbitrageurs  in-house,  Citi 
has  long  had  a  commanding  role  in  the 
secondary  market  in  government  bonds. 
Regulators  are  probing  whether  Citi 


OUT  ON  BAIL:  CITI  ACCUSER  HARSHAD  MEHTA 

DID  CITI  HELP  BOMBAY'S 
MARKET  SURGE? 

CHARGE  Indian  regulators  suspect  that 
Citi  assisted  stockbrokers  who  were  im- 
portant Citi  clients  in  reaping  windfall 
profits  through  trading  repurchase 
agreements  on  government  bonds.  The 
brokers,  regulators  suspect,  invested 
the  profits  In  stocks.  That  helped  fuel  a 
dizzying  surge  in  the  Bombay  stock 
market,  which  later  collapsed. 

RESPONSE  Citi  says  it  did  nothing 
wrong.  Bank  officials  say  they  merely 
honored  their  repo  commitments. 

CHARGE  Regulators  allege  that  Citi,  as 
a  portfolio  manager,  violated  securities 
regulations  by  investing  funds  it  held  for 
state-run  companies  in  the  stock  mar- 
ket. Regulators  are  looking  into  whether 
Citi  pocketed  any  trading  gains. 

RESPONSE  Citi  denies  any  wrongdoing. 


used  repurchase  agreements  involving 
state-owned  companies  to  channel  mon- 
ey to  brokers  who  were  active  Citi  cli- 
ents. Regulators  allege  that  Citi  would 
sell  bonds  to  a  broker  for,  say,  a  dis- 
counted price  of  $10  million,  even  though 
they  were  worth  $12  million,  giving  the 
broker  a  $2  million  windfall  to  play  the 
market.  The  broker  could  also  use  the 
repurchase  agreement  as  a  kind  of  col- 
lateral to  secure  loans  for  further  mar- 
ket investments. 

Regulators  cite  Citi's  sale  of  bonds  is- 
sued by  the  General  Insurance  Corp.  of 
India,  a  state-owned  company,  to  two 
brokers.  Over  four  days  in  early  April, 
according  to  regulators,  Citi,  in  its  role 
as  investment  manager,  sold  Gic  bonds 
held  by  its  corporate  clients  to  broker- 
ages headed  by  Ajay  Kayan  of  C.  Mack- 
ertich  and  Utsav  Parikh  of  W.  P.  Stew- 
art &  Co.  The  total  value  of  the 
transactions  was  $43  million.  The  bro- 
kers, in  turn,  immediately  sold  them  to 
ANZ  Grindlays  Bank  PLC  for  a  stagger- 
ing 52%  profit.  The  brokers  made  a  kill- 
ing without  investing  a  dime.  A  Reserve 
Bank  committee  said  this  transaction 
and  others  appear  to  have  represented 
"compensatory  payment  to  the  broker." 
In  other  words,  regulators  suggest  Citi 
was  bailing  out  the  brokers.  Both  were 
longtime  Citi  customers  who  were  short- 
selling  the  stock  market.  Government 
rules  prohibit  repos  in  bonds  issued  by 
state-owned  companies.  They  also  bar 
compensatory  payments.  Citi  denies 
making  such  payments  to  brokers. 
DENIALS.  Citi  was  able  to  benefit  from 
its  arrangement  with  brokers,  regula- 
tors claim,  when  it  needed  cash.  Regula- 
tors found  that  at  one  point  Citi  had 
$402  million  worth  of  repo  deals  with  the 
tiny  Bank  of  Karad  Ltd.,  which  later 
collapsed.  The  deals  were  in  the  account 
of  A.  D.  Narottam,  another  leading  bro- 
ker. In  some  cases,  investigators  say, 
Narottam  appeared  to  have  funneled 
money  to  Citi,  perhaps  as  loans.  In  the 
biggest  such  deal,  Citi  on  Oct.  31,  1991, 
sold  state-owned  Indian  Railway  Finance 
Corp.  bonds  with  an  interest  rate  of  9% 
for  $12.5  million  to  Narottam  via  Bank 
of  Karad.  On  the  same  day,  Karad  re- 
sold the  bonds  to  other  banks  for  $11.3 
million.  To  regulators,  it  looks  as  though 
Narottam  was  helping  Citi  cover  its 
losses  at  the  time  when  the  bond  market 
was  reeling  from  interest-rate  hikes.  The 
Janakiraman  report  says  Citi  received 
millions  through  Karad  from  Narottam 
for  purported  bond  trades.  Such  dealings 
would  violate  Indian  regulations. 

Citi  denies  wrongdoing.  It  contends 
that  it  sold  the  bonds  back  to  the  bank 
with  just  a  2%  markup,  reflecting  the 
interest  due.  Narottam  suffered  a  loss, 
it  said,  because  rising  interest  rates  de- 
flated the  bonds'  market  value. 

Regulators  further  allege  that  Citi 
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was  usin^  tlie  more  than  $465  million  it 
managed  for  Indian  companies  to  play 
the  securities  markets,  accounting  for 
more  than  $2  billion  in  trading  between 
A|)ril,  1991,  and  May,  1992.  Much  of  the 
invested  funds  were  from  state-owned 
companies,  which  banks  are  not  sup- 
posed to  accept.  On  Oct.  13,  an  internal 
audit  of  state-owned  Air  India  released 
by  a  parliamentary  committee  showed 
that,  since  June,  1991,  the  airline  had 
invested  $20  million  in  the  stock  market 
through  its  portfolio  management  ac- 
count at  Citi.  Citi  denies  the  allegation. 
Regulators  are  also  looking  into  whether 
Citi  diverted  into  its  own  account  some 
of  the  profits  or  traded  for  its  own  ac- 


count. Citi's  Rao  denies  that  charge  and 
insists  that  Citi  only  invested  in  securi- 
ties on  behalf  of  corporate  clients. 

But  regulators  aren't  convinced.  More- 
over, this  is  not  the  first  time  that  Citi's 
sharp  elbows  have  gotten  it  in  trouble 
with  Indian  regulators.  A  1990  internal 
Reserve  Bank  report  on  Citi,  for  exam- 
ple, details  many  cases  in  which  Citi  al- 
legedly invested  funds  it  managed  for 
clients  into  stocks  and  the  interbank 
government  bond  market.  Despite  a  re- 
quest by  the  authors  of  the  report  that 
"urgent  action"  be  taken  to  stop  the  ir- 
regularities, nothing  was  done. 

Citi's  Rao  says  that  the  bank  hasn't 
finished  drafting  responses  to  the  Au- 


1 


gust  central  bank  report  but  that  ivi 
soon  supply  the  documents  suppt: 
its  case.  He  insists  that  "we  feel  t  ii 
all  cases  we  have  a  response  that  i^-, 
and  legitimate."  Ravi  Bhatia,  Citi's  n 
tor  for  corporate  affairs  in  India,  m 
the  bank's  internal  controls  are  sn^i 
"any  fraud  would  have  popped  uii  i  . 
computers  like  a  toaster."  If  so,  u 
Janakiraman,  "something  nui.'- 
wrong  with  the  toaster  or  with  tlvma 
pie  operating  it." 

Clearly  something  went  badly  \p 
in  Bombay,  but  it  could  take  ye£ 
determine  who  was  really  to  blam 

Bi/    Pete    Enqardio    and  Sh 
Hattangadi  iu  Bombay 


BANKING  I 


THERE'S  NO  'WHITES  ONLY' 
SIGN,  BUT... 


A  Fed  study  finds  serious  discrimination  in  bank  lending  practices 


The  Federal  Reserve  Bank  of  Bos- 
ton has  come  up  with  a  definitive 
answer  to  a  question  that  has 
dogged  the  banking  industry  for  de- 
cades— whether  banks  discriminate 
against  minorities.  The  answer:  Yes.  A 
study  released  Oct.  8  found  that  mort- 
gage applications  from  blacks  and  His- 
panics  are  60' ^  more  likely  to  be  turned 
down  than  those  from  whites  with  simi- 
lar financial  backgrounds.  Says  Boston 
Fed  President  Richard  F.  Syron:  "We 
have  a  real  problem." 

It's  a  problem  that  has  been  difficult 
to  confirm.  Plenty  of  earlier  studies 
showing  mortgage  dis- 
crimination have  been 
largely  ignored  be- 
cause they  were  too 
narrowly  focused.  The 
limitation  has  been 
that  they  looked  solely 
at  race  and  failed  to 
consider  numerous  fac- 
tors, such  as  an  appli- 
cant's credit  history 
and  ability  to  repay 
based  on  income.  The 
flawed  studies  left  the 
door  open  to  the  possi- 
bility that  higher  denial 
rates  may  be  justified 
on  economic  grounds. 

Those  claims  seem  to 
be  only  a  small  part  of 
the  truth.  It  is  true 
that  a  greater  propor- 
tion of  blacks  and  His- 


panics  than  of  whites  have  some  flaw  in 
their  financial  past.  But  the  revealing 
conclusion  of  the  Fed  study  is  that,  even 
when  blacks  and  and  Hispanics  have 
similar  financial  backgrounds  as  whites, 
their  mortgage  applications  are  declined 
IT/''  of  the  time,  vs.  only  U'/f  for  whites. 
"Unfortunately,"  reflects  Syron,  "race 
plays  a  role,  perhaps  an  unconscious 
role,  but  a  role  nonetheless." 

This  finding  stems  from  a  meticulous 
analysis  of  4,000  mortgage  applica- 
tions— including  1,200  applications  from 
blacks  and  Hispanics — processed  by  131 
Boston-area  banks  in  1990.  The  analysis 


MORTGAGE  REJECTIONS:  THE  TOP  10  REASONS 


Reasc, 


1, 


Piobdblity  oppiitaiion  will  be  denied' 
PRIVATE  MORTGAGE  INSURANCE  APPLICATION  REJECTED  596% 


2.  PAST  BANKRUPTCY  OR  HISTORY  OF  COLLECTION  ACTION  116 


3.  RACE  (BLACK  OR  HISPANIC  APPLICANT) 


4.  PURCHASING  2- TO  4-FAMILY  HOME 

5.  POOR  CREDIT  HISTORY 

6.  SELF-EMPLOYED 

7.  HOUSING  COST-TO-INCOME  RATIO  TOO  HIGH 

8.  DEBT-TO-INCOME  RATIO  TOO  HIGH 

9.  LOAN  VALUE-TO-APPRAISED  VALUE  RATIO  TOO  HIGH 
1  0.  POOR  MORTGAGE  CREDIT  HISTORY 


'Compared  to  total  overage  denial  rate  of  14,5% 


DA1A:  FEDERAL  RESERVE  BANK  OF  BOSTON 


is  the  first  to  factor  in  38  variable: 
to  make  decisions.  Syron  says  the 
pie  is  so  large  that  the  conclusions 
assess  bank-lending  patterns  natio 
Two  precise  statistical  tests  were 
to  assess  the  role  of  race,  and  botl 
duced  similar  results.  In  one  tesi 
Fed  determined  which  variables  res 
in  the  highest  probability  of  denial: 
was  found  to  be  the  third  most  s; 
cant  factor  (table).  The  second  test 
lysed  whether  blacks  and  Hisp 
would  have  received  mortgages  if 
had  the  same  financial  backgroun 
whites.  The  test's  conclusion:  Mil 
applications  would  be  denied  607f 
frequently. 

So  what  happens  next'.'  Banker 
pushing  educational  initiatives, 
are  significant  training  issues  we'r 
ing  to  address,"  says  Virginia  Stai 
spokesperson  for  the  American  Bai 
Assn.  But  that  m,ay  not  be  enouj 
satisfy  consumer  groups,  which 
planning  to  push  for  legislatio 
strengthen  the  Community  Rein 
ment  Act,  the  law  that  regulates  leil 
in  poor  neighborly 
and  requires  ban 
disclose  minority 
ing  records.  Pre 
one  House  Demo( 
aide:  "There  will 
real  battle  in  the 
Congress." 

Bankers  have 
aged  to  quash  sii 
legislation  in  the 
citing  onerous  p 
work  costs.  But 
have  a  new  oppc 
this  time  around- 
sumer  lobbyists 
are  armed  with 
Boston  Fed  st 
which  is  the  best 
munition  yet. 

By  Geoffrey  Smi 
Boston,  with  Mike 
A'amee  in  Washingi 
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D  I  R 


C  T  O  R  Y 


Business  Week  is  proud  to  present  its  annual  regional 
Executive  Education/MBA  Directory.  The  following  pages 
contain  a  listing  of  various  Executive  Education  Programs, 
tailored  specifically  to  the  needs  of  active  executives  who 

wish  to  continue 
their  education  with- 
out slowing  down 
their  careers.  For 
more  information  on 
the  programs  in  this 
directory,  please 
contact  the  school 
or  organization  list- 
ed in  the  ad. 


Penn  State  Executive  Programs 


nnState 


Since  1956,  consistfntly  ranked  as  one  of  the 
very  best  educational  experiences,  Penn  State's 
Executive  Programs  are  one-  to  four-week 
programs  for  senior,  upper-middle,  and  middle- 
level  executives  from  around  the  world. 

General  Management  Programs 

Executive  Management  Program,  Program  for 
Executive  Development,  Program  for  Strategic 
Leadership,  Managing  the  Global  Enterprise, 
Engineer/Scientist  as  Manager,  Financial 
Analysis  for  Strategic  Management,  and 
Developing  Managerial  Effectiveness. 
Also,  Functional  Management  Programs  m 
Industrial  Marketing,  Industrial  Sales, 
Manufacturing,  Logistics,  Purchasing,  and 
Human  Resources. 

For  more  information,  please  contact 


Penn  State  Executive  Programs 
\^am    JY^Q  Pennsylvania  State  University 

Room  310 — Smeal  CoDege  of  Business 
University  Park,  PA  16802-3003  USA 
Phone  814.865.3435  Fax  814.865.3372 


Real  World 

Management 

fortlie90s 


Call: 

(SI 4)  863-0474 


The 

Ifenn  State 
MBA  Program 


Miinagement  practice  blends  with  the 
research  of  one  of  the  nation's  leading 
universities  for  professional  education 
in  a  .setting  without  urban  distractions. 
Students  can  network  with  one  of  the 
finest  boards  of  visiting  executives  of 
any  business  school.  Small  clas.ses 
mean  working  relations  with  top 
professors  and  team  building  with  peers. 
Courses  are  buih  on  real-world  trends 
and  the  latest  research.  Life-long  career 
management  skills  are  a  priority  and  the 
communications  program  has  no  equal. 

THE   MARY   JEAN   AND   FRANK  P 

SMEAL  COLLEGE 

OF  B  U  S  1  N  E  .S  ,S  ADMINISTRATION 

pennState  


Sf^^CUSE  UNIVERS 
hdeiiendent  Study  Degree  Programs 


I  T  Y 


MASTER  OF 

BUSINESS 

ADMINISIMnOli 


WmIc  Full  lime  As  You  Shidy 

This  innovative,  AACSB-occredited  program  mokes  it  possible  for  you  to  earn  a  degree 
from  a  major  American  university  wtiile  w/orking  full  time — even  if  your  job  involves 
extensive  travel  or  overseas  location. 

The  format  combines  required  residence  penods  with  home  study.  During  the  one- 
wfeek  residency  at  the  beginning  of  each  semester  on  ttie  Syracuse,  New  York  cam- 
pus, you  receive  personal  instruction  from  senior  faculty  members.  During  the  self- 
paced,  home-study  component,  you  can  confer  with  your  professor  ond  fellow  students 
by  telephone,  fax,  or  mail. 

For  a  copy  of  our  cotolog  that  describes  all  of  SU's  ISDP  options,  including  a  B.S.  in 
business  administrahon,  coll  (315)  443-3284  or  write  to  ISOP,  Syracuse  University, 
610Eo5f  Fayette  St.,  Syracuse,  NY  13244-6020.  FAX:  (31  5)  443-1928 


Test  Preparation  with 
a  Personal  Touch 


L8AT  •  GMAT  •  GRE  •  MCAT 


The  Princeton  Review 
knows  tfiat  in  order  to  get 
higtier  scores  on  standard- 
ized exams,  small  classes 
are  absolutely  essential. 

Tfiat's  wtiy  we  limit  our 
classes  to  1 5  students 
grouped  by  shared 
strengths  and  weaknesses. 
If  you  need  extra  help, 
your  instructor  will  work 
with  you,  in  person,  until 
you  fully  understand  the 
material. 

So  call  The  Princeton 
Review,  where  test 
preparation  is  always  a 
very  personal  matter. 

(800)  895-5505 


THE 


PRINCETON 
REVIEW 


!he  Princeton  Review  is  not  affiliated  with  ttie  Educational  Testing  Service  or  Princeton  University. 


Do  You  Know 
What  Your 
Customers  Value? 


The  University  of  Tennessee  Management  Develop- 
ment Center  has  the  services  to  help  you  discover 
what  your  customers  value  and  how  you  can  deliver 
value  to  them. 

■  Management  and  Executive  Development  Programs 
m  Executive  Briefings 

■  Custom  Interventions 

■  Internal  Assessments 

■  Tailored/Custom  Programs 

m  Strategic  Management  Support 

■  Ongoing  Research  and  Validation 

Our  goal  is  to  help  you  compete  in 
a  global  economy. 

FOR  MORE  INFORMATION  CALL: 

The  Management  Development  Center 
708  Stokely  Management  Center 
Knoxville,  Tennessee  37996 
Phone:  (615)  974-5001    FAX;  (615)  974-4842 


Don't  Miss 
Business  Week's 
Special  Editorial 
Report  and 
Definitive  Ranking 
of  Executive 
Education  Programs, 
also  in  this 
Issue. 


ance 


M  SERVICES  I 


UN  WITTER'S 
CELLENT  ADVENTURE 


pin-off  is  raring  to  go,  despite  a  likely  slowdown  in  growth 


rhen  the  board  members  of 
Dean  Witter  Financial  Ser- 
vices Group  met  last  month  to 
lether  to  spin  off  from  parent 
Roebuck  &  Co.,  there  was  no 
bout  the  outcome.  After  11  years 
sears'  yoke,  they  were  ready  to 
fee. 

r  the  separation  plan, 
vill  sell  20%  of  Dean 
;o  the  public,  raising  an 
5d  $600  million  to  bol- 
iars'  anemic  balance 
Knd  it  will  give  Sears' 
ffering  shareholders 
jr  807f',  bestowing  total 
dence  on  Dean  Witter 
al.  "Everybody  will 

from  this,"  says  an 
lobert  J.  Dwyer,  execu- 
:e-president  of  Dean 
Reynolds  Inc.,  the  com- 
3rokerage  unit, 
le  is  happier  than  Phil- 
arcell,  Dean  Witter  Fi- 
s  chief  executive.  In- 
f  running  a  sideshow 
I  massive  retailer,  Pur- 
1  head  a  financial-ser- 
ompany  with  an  esti- 
narket  capitalization  of 
on.  Since  1981,  when 
bought  Dean  Witter 
Is,  Purcell  has  transformed  the 
ge  into  a  steady  money-maker 
ated  the  Discover  Card, 
whether  Dean  Witter  is  really  bet- 
on  its  own  is  far  from  clear.  The 
dent  company  will  likely  end  up 
1  billion  in  debt — about  the  same 
irrent  share  of  Sears  debt.  But  it 
;  huge  cash  needs.  Indeed,  James 
ny,  Sears'  vice-chairman,  says  the 
n  reason  for  the  spin-off  is  that 
ent  company  can  no  longer  fund 
vVitter's  expansive  growth.  In 
r  instance,  Dean  Witter  will  have 
ice  its  Discover  Card,  the  antici- 
lunch  of  a  Visa  card,  and  expan- 
the  brokerage  firm.  The  tab  for 

is  $200  million,  some  of  which 
Witter  may  have  to  finance 
1  issuance  of  stock  or  bonds. 

if  Dean  Witter  raises  the  funds, 
ompetition  in  credit  cards  and  the 
:ss  of  brokerage-industry  earn- 


ings raise  questions  about  future 
growth.  Says  Robert  A.  G.  Monks,  a  dis- 
sident Sears  shareholder:  "It's  very  diffi- 
cult to  feel  confident  the  growth  rate 
can  be  sustained." 

No  one  disputes  that  Sears'  offspring 
has  much  going  for  it.  Since  Discover 


PURCELL  TURNED  THE  COMPANY  INTO  A  STEADY  MONEY-MAKER 


was  launched  in  1986,  Dean  Witter  has 
become  Sears'  biggest  growth  machine. 
The  company's  brokers  have  sold  nearly 
$1  billion  worth  of  annuities  for  Allstate 
Insurance  Co.,  another  Sears  unit.  And 
the  return  of  individual  investors  to  the 
stock  market  has  made  Dean  Witter's 


A  WINNING  COMBINATION 


180 


NET  INCOME 

□  DEANWinER  ■  DISCOVER 


▲  MILLIONS  OF  DOLURS 


•FIRST  HALF 


DAW;  DEAN  WIHER  FINANCIAL  SERVICES  GROUP 


focus  on  retail  brokerage  look  prescient. 
Dean  Witter's  sales  force  knows  how  to 
move  the  goods.  "If  you  want  to  talk  to 
somebody  who's  a  walking  Chamber  of 
Commerce  for  Dean  Witter,  come  to 
me,"  says  Thomas  E.  Larkin  Jr.,  presi- 
dent of  Trust  Co.  of  the  West.  In  just  six 
months,  Dean  Witter  brokers  raised 
more  than  $1  billion  for  investment 
funds  managed  by  Larkin's  firm. 

Still,  there  are  several  looming  prob- 
lems. Discover's  cardholder  base  is  down 
by  100,000  this  year,  its  first  drop  ever. 
Worse  still,  usage  has  fallen.  The  num- 
ber of  active  chargers  has  fallen  by 
nearly  8%  this  year,  to  around  42'/  of 
cardholders,  according  to  Brittain  Asso- 
ciates, an  Atlanta-based  research  firm. 
Dean  Witter  disputes  this,  saying  total 
charge  volume  is  up. 

But  there's  no  denying  com- 
petition in  credit  cards  is 
fierce.  Discover's  lofty  19.8% 
interest  rate  is  as  much  as  4 
percentage  points  higher  than 
the  rates  of  new  credit  cards 
launched  by  AT&T  and  General 
Motors  Corp.  Discover  has 
held  firm  on  rates  so  far,  but 
that  may  change.  Admits  Dis- 
cover Card  Services  President 
Thomas  R.  Butler:  "We  just 
have  not  made  a  decision.  It's 
a  tough  business  problem." 
Says  Bruce  Brittain,  president 
of  Brittain  Associates:  "If  they 
want  to  grow  within  the  U.  S., 
they've  got  to  steal  market 
share  from  competitors." 
PRIME  PEDDLERS.  The  broker- 
age unit  faces  challenges  as 
well.  Its  heavy  reliance  on  re- 
tail investment  makes  it  vul- 
nerable if  small  investors  flee 
the  stock  market,  as  they  did 
after  the  1987  crash.  Despite  recent  im- 
provements, many  of  Dean  Witter's  mu- 
tual funds  are  rated  as  laggards  by 
Morningstar  Inc.,  a  fund-rating  service. 
The  firm  says  that  in  the  last  five  years, 
two-thirds  of  its  funds  have  ranked  in 
the  top  half  of  all  mutual  funds. 

Whatever  the  challenges  that  an  inde- 
pendent Dean  Witter  faces,  it  will  at 
least  be  able  to  tackle  them  without  an- 
swering to  Sears.  Benjamin  F.  Edwards 
III,  chairman  of  St.  Louis-based  broker- 
age A.  G.  Edwards  &  Sons  Inc.,  thinks 
Dean  Witter  will  be  better  off  on  its 
own.  "I've  always  felt  that  it  was  a  dis- 
advantage to  be  owned  and  have  the 
ultimate  decisions  made  by  people  who 
were  not  brought  up  in  the  business," 
says  Edwards.  But  Dean  Witter  will 
have  to  prove  it  can  use  its  newfound 
freedom  to  continue  its  old  success. 

By  David  Greising  iu  Chicago,  with  Leah 
NathaJis  Spiro  in  New  York 
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INVESTIGATIONS! 


A  STRANGER-THAN-FICTION 
SCAM  THAT  GOT  DEAD  SERIOUS 


A  story  of  greed,  murder,  and  missing  millions  unfolds  in  court 


It  has  all  the  ingredients  of  a  trashy 
potboiler:  a  supposed  trillion-dollar 
fortune  stashed  away  in  secret  Euro- 
pean bank  accounts,  the  mob-style  mur- 
ders of  a  shadowy  British  financier  and 
his  wife  in  France,  and  the  dreams  of 
American  investors  gambling  on  hitting 
the  big  time.  But  the  true  story  that 
began  unfolding  in  a  federal  courtroom 
in  Atlanta  on  Oct.  8  is  heading  toward  a 
much  more  prosaic  denouement.  The  Se- 
curities &  Exchange  Commission  be- 
lieves thousands  of  gullible  U.  S.  inves- 
tors have  been  conned  by  one  of  the 


lawyer,  Brown  has  refused  to  comment. 

Among  those  who  bit  hard  was  John 
Peters,  a  Columbia  (Mo.)  real  estate  de- 
veloper who,  together  with  another  Co- 
lumbia businessman,  invested  $650,000. 
"It  was  one  of  those  roll-of-the-dice 
things,"  says  Peters. 

The  SEC  lawsuit  estimated  that  Brown 
raised  more  than  $1.2  million  from  inves- 
tors. And  as  recently  as  this  June, 
charged  the  SEC,  Brown  was  still  trying 
to  raise  money  fraudulently  so  he  could 
make  a  $75  billion  bribe  to  a  nonexistent 
"Swiss  Banking  Commission"  to  finally 


i 


may  have  become  impatient,  that  h(tia| 
located  the  Chorlton  estate's  fortii 
which  he  said  now  totaled  $1.5  trilll 
and  that  he  had  obtained  a  court 
requiring  the  banks  holding  the  fur 
disburse  them  to  Gilmore.  In  facti 
SEC  said,  the  Scottish  lawyer  who! 
ducted  the  investigation  for  GilT 
found  that  the  estate  was  worth  no 
than  $350,000. 

Lawyers  say  that  investors  are 
being  victimized.  As  Gilmore's  proil 
payout  date  keeps  getting  postpl 
they  say,  some  investors  are  mi 
money  on  their  own  by  selling  sub-l 
ests  in  their  shares  to  others,  whof 
been  reselling  them  yet  again. 
APRIL  FOOL.  In  August,  1992,  a 
scam  was  unleashed.  The  SEC  con| 
Gilmore  began  selling  unregistl 
shares  in  International  Trading  IncJ 
described  in  Gilmore-produced  liter! 
as  a  Liberian  gold  and  diamond  tri 
firm.  Shares  were  priced  at  $100  [ 
and  were  paired  with  a  free  warranj 
to  be  redeemable  by  next  Apr. 


k  TJRIUION-POIIAR  SHELL  GAME 


n THE  PITCH 
In  1989,^" 
Atlanta  pro- 
moter Sam  S.  Brown  Jr. 
allegedly  persuades 
American  investors  to 
shell  out  more  than  $1.2 
million  to  help  British  fin- 
ancier Leslie  W.  Chorlton 
free  up  his  $800  million 
fortune,  which  is  locked 


up  in  European  bonks.  He 
promises  $10  million  for 
each  $1,000  invested 

IJgKM  THE  SECOND 

P'TC^^  1991, 
'^^■^P  another  Atlanta 
promoter,  James  B.  Gilmore,, 
allegedly  tells  Brown's  invest- 
ors that  Brown  and  Chorlton 
plan  to  squeeze  them  out.  He 


gets  them  to  kick  in  more  than 
$2  million  to  help  him  gain 
control  of  the  fortune,  which 
he  says  is  now  worth  $  1.5 
trillion.  He  promises  $25  mil- 
lion for  each  $  1,000  invested 

■ THE  MURDER 
Injulyl991,  . 
Chorlton  and 
wife  are  strangled  to  death 


near  their  home  in  France. 
The  crime  remains  unsolved 

THE  DIAMOND/ 
Mflj  GOLD  PLOY 
^^^^^  Gilmore,  allege/dly 
sells  investors  shares  in  a  gold 
and  diamond  trading  concern. 
He  says  the  shares  will  give  them 
a  slice  of  Chorlton's  estate.  Tfie 
supposed  value  now:  $10  trillion 


HPS]  THE  PIN 
^HTI  On  Oct. 
.IBbI  the  SEC 

a  court  order  tempor( 
freezing  funds  belonc . 
.to  Gilmore,  and  the  g: 
and  diamond  firm.  Th 
SEC  doubts  the  Chorl  ^ 
fortune  exists 
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most  outlandish  scams  in  the  history  of 
get-rich-quick  schemes. 

The  SEC  maintains  that  investors  were 
sold  a  stake  in  a  nonexistent  fortune. 
According  to  an  SEC  complaint,  the 
scheme  was  hatched  early  in  1989. 
That's  when  Sam  S.  Brown  Jr.,  a  one- 
time oil  promoter,  met  in  Luxembourg 
with  Leslie  W.  Chorlton,  a  British  busi- 
nessman. In  Atlanta,  Brown  formed  SBC 
Chorco  Inc.  and  allegedly  solicited  funds 
from  investors  to  finance  Chorlton's  ef- 
forts to  free  up  an  $800  billion  fortune 
that  Chorlton  purportedly  had  amassed 
by  facilitating  the  trading  of  commercial 
paper  among  European  banks. 
SIDE  DEAL.  The  funds  supposedly  were 
being  wrongfully  held  by  the  banks. 
In  at  least  one  case.  Brown  promised 
$10  million  per  $1,000  invested.  None 
of  the  Chorlton  fortune  has  turned  up 
or  is  likely  to  do  so,  according  to  the 
SEC.  In  its  suit,  the  SEC  said  Brown  sold 
unregistered  securities  promising  "as- 
tronomical"   returns.    Through  his 


free   the   Chorlton   treasure  trove. 

Meanwhile,  in  1991,  another  Atlanta- 
area  promoter,  James  B.  Gilmore,  began 
trying  to  convince  many  of  Brown's 
original  investors  that  Chorlton  and 
Brown  had  engineered  a  secret  side  deal 
to  cut  them  out.  Gilmore  raised  more 
than  $2  million  to  fund  a  European  in- 
vestigation by  selling  unregistered  secu- 
rities, dubbed  "war  chest  receipts,"  to 
more  than  1,000  new  and  existing  inves- 
tors, said  the  SEC.  The  investors,  many 
of  whom  were  recruited  at  fundamental- 
ist churches,  were  dazzled  by  promises 
of  $25  million  for  each  $1,000  invested. 
Through  his  lawyer,  Gilmore  declined  to 
comment. 

Gilmore-inspired  conspiracy  fears 
among  the  investors  intensified,  accord- 
ing to  the  SEC,  when  Chorlton  and  his 
wife  were  found  strangled  near  their 
French  home  in  July,  1991,  in  what  po- 
lice described  as  a  "mob-style"  murder. 
The  killings  remain  unsolved. 

Gilmore  then  told  his  investors,  who 


$200,000,  once  the  Chorlton  pro^ 
were  obtained.  In  his  latest  sales  piti 
Gilmore  upped  the  supposed  value  cl 
estate  to  $iO  trillion,  the  SEC  says. 

Among  those  who  bought  this  ii 
was  Leroy  Arends,  a  Burlington  (Clt 
based  fertilizer  salesman  who  he? 
syndicate  that  invested  $160, OC 
Brown's  original  deal.  Arends  say  S 
group  also  put  a  "little  bit  of  mq 
into  ITI.  "We're  all  grown  men.  We 
how  to  accept  risk,"  he  says. 

On  Oct.  8,  the  SEC  obtained  a  \t 
order  that  froze  whatever  assets  rsji 
under  the  control  of  Gilmore  any 
Brown  was  forced  into  bankruptcy* 
SEC  is  also  investigating  if  any  fund  a 
left  to  repay  investors.  An  FBI  criii 
probe  is  believed  to  be  continuing. 

The  moral  of  the  story?  Pretty  b 
ous.  Says  Missouri  investor  Fetei, 
guess  I  wasn't  listening  when  m3d 
taught  me,  if  it  sounds  too  good 
true,  it  probably  is." 

By  Chuck  Hawkins  in  Ai'T 
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Now  your  faxes  can  find 
you  even  if  your  office  can't 

Getting  your  faxes  on  the  mailbox.  Then  with  an  AT&T  Card  out  more,  just  call  1  800  446-2452. 
road  used  to  be  a  game  of  hit  or  you  can  call  and  retrieve  them  (There's  no  charge  to  get  one,  you 
miss.  But  now  with   —   only  pay  when  you 

AT&T  Fax  Mailbox.  Now  with  an  AT&T  Card. 

AT&T  Fax  Mailbox  use  it.)  That  way 


your  faxes  can  be  stored  electroni-  anytime,  from  virtually  any  fax  no  matter  where  the  road  may 
cally  until  it's  convenient  machine.  To  have  us  set  up        take  you,  your  faxes  won't  get  lost, 

for  you  to  pick  them  up.  '  an  AT&T  Fax  Mailbox  in 

To  use  it,  just  have  all  "^^^^k^^      your  name,  or  to  find 

your  faxes  sent  to  your        '     '       J        Ifs  all  Ifl  the  CavdS? 

©19%  AT&T  Terms  indiundii.ons  apply 


AT&T 


BY  GENE  G.  MARCIAL 


GiNERIC  PILLS 
MAY  PUMP  UP 
THIS  DRU6MAKER 


This  year,  IVAX  joined  the  ranks  of 
the  market's  sharp  swingers — 
that  group  of  volatile  stocks  that 
keeps  investors  up  all  night  with  wild 
and  sudden  moves.  The  pharmaceutical 
holding  company  was  one  of  the  top 
winners  on  the  American  Stock  Ex- 
change last  year,  winging  up  to  40 
from  5.  This  year,  however,  IVAX  has 
encountered  rough  going,  partly  be- 
cause of  the  huge  short  position  in  the 
stock,  and  has  tumbled  to  23. 

The  start  of  a  long  decline?  The 
bears  who  have  shorted  some  5.7  mil- 
lion IVAX  shares — or  nearly  20%  of  the 
stock's  float — certainly  think  so.  But 
IVAX  could  prove  the  shorts  wrong  in  a 
big  way.  Says  one  insider:  "I  will  be 
very  disappointed  if  this  stock  doesn't 
triple  in  12  months." 

What's  the  scoop?  A  "breakout"  in 
earnings  that  will  start  to  show  up  in 
third-quarter  numbers  to  be  reported 
in  late  October,  according  to  one  impor- 
tant insider. 

NO  FANCY  FIX.  Veteran  drug  industry 
analyst  Ron  Nordmann  of  PaineWeb- 
ber  Group  agrees.  He  now  expects 
third-quarter  earnings  of  36$  a  share, 
higher  than  his  earlier  30$  estimate 
and  way  above  the  5$  profit  that  IVAX 
chalked  up  in  the  year-ago  quarter.  In 
the  fourth  quarter,  Nordmann  expects 
32$  to  33$  vs.  last  year's  5$.  For  all  of 
1992,  Nordmann  sees  earnings  of  83$. 
For  next  year,  he's  looking  at  $1.85. 

The  earnings  rise  is  primarily  be- 
cause of  IVAX'  generic  version  of  vera- 
pamil SR,  used  in  the  treatment  of  hy- 
pertension. The  drug  was  approved  by 
the  Food  &  Drug  Administration  on 
July  31  as  a  generic  equivalent  of  two 
existing  drugs,  Calan  SR  made  by  Mon- 
santo's  Searle  division,  and  Isoptin  SR, 
produced  by  BASF's  Knoll  unit.  These 
drugs  generate  yearly  sales  of  $500 
million.  Nordmann  sees  IVAX'  generic 
substitute  producing  sales  of  $50  mil- 
lion this  year  and  $100  million  in  1993. 

Nordmann  also  expects  FDA  approval 
of  Elmiron,  IVAX'  first  new  drug  appli- 
cation for  the  treatment  of  interstitial 
cystitis.  And  he  sees  further  clinical 
progress  with  Alzene,  the  company's 
new  Alzheimer's  drug. 

IVAX,  which  has  been  busy  acquiring 
drug  companies  that  churn  out  generic 
remedies,  has  12  drugs  either  in  the 


IVAX:  DOWN 
BUT  NOT  OUT 


DATA:  BRIDCf  INFORMATION  SVSTfMS  INC. 


late  stages  of  tests  or  already  filed 
with  the  FD.A  for  approval.  IVAX  Chair- 
man Dr.  Phillip  Frost  says  the  acquisi- 
tion of  Britain's  second-largest  generic 
drug  producer,  Medeva's  Evans-Ker- 
foot  unit,  will  add  $50  million  to  sales 
and  make  IVAX  the  sixth-largest  drug 
company  in  Britain. 


A  PRETTY  PICTURE 
HAS  EXECS  BUYIHG... 


Usually,  corporate  insiders  are 
among  the  big  sellers  of  stock 
when  a  company  undertakes  an 
initial  public  offering.  So  when  Holson 
Burnes  Group  went  public  on  May  20, 
it  was  a  pleasant  surprise  to  find  sever- 
al executives,  including  Chairman  and 
CEO  Charles  Gordon  and  President  Tom 
Hoffmeister  buying  rather  than  selling 
stock  at  14  a  share,  where  it  is  still 
trading.  Corporate  insider  buying  is 
usually  a  positive  signal. 

Holson  Burnes  is  the  nation's  largest 
maker  of  photo  albums  and  the  second- 
largest  maker  of  picture  frames. 
That's  hardly  the  stuff  that  would  at- 
tract the  smart-money  crowd  in  an  age 
of  camcorders.  But  such  reputable  in- 
stitutional investors  as  J.  P.  Morgan, 
Soros  Fund  Management,  and  Neu- 
berger  &  Berman  have  bought  big 
chunks  of  shares.  What's  so  hot  about 
a  maker  of  picture  frames  and  albums? 

The  industry  is  a  $1  billion  market, 
and  Holson  Burnes  has  been  growing 
rapidly — sales  climbed  from  $111  mil- 
lion in  1991  to  an  estimated  $150  mil- 
lion in  1992.  Next  year,  sales  will  hit 
$185  million,  according  to  some  ana- 
lysts. Per-share  earnings  are  even 
more  compelling:  Analyst  Matthew 


Patsky  of  C.  J.  Lawrence  sees  prof 
jumping  from  21$  in  1991  to  $1.05 
1992  and  $1.50  in  1993. 

Here's  one  more  kicker:  The  com] 
ny  has  come  out  with  Showbox  Phc 
Viewer.  It  stands  like  a  picture  frai 
but  behind  the  display  is  a  patent 
mechanism  that  allows  consumers 
flip  through  as  many  as  40  pictun 
Holson  Burnes  has  received  orders 
taling  $10  million  for  Showbox 


...WHILE  AT  AMTECI 
SOME  INSIDERS  SOLI 


eanwhile,  during  a  secondu 
[public  offering  of  1.2  milli, 
lAmtech  shares  on  May  1,  si 
eral  big  insiders  sold  stock.  Tradini;  . 
high  as  30  a  share  in  April,  the  stu 
fell  to  14  in  July  before  reboundiiiu 
18.  Among  the  sellers  were  compana 
whose  executives  are  on  the  Amtel 
board.  American  President  Lines  i| 
loaded  400,000  shares,  cutting  its  st 
to  5%,  and  Japan's  Mitsubishi  Coij 
sold  225,000  shares,  reducing  its  po 
tion  to  6.5%. 

But  several  other  investors  snapp| 
up  shares  as  the  stock  dropped 
cause  they  believe  in  Amtech's  prop 
etary  radio-frequency  electronic  te<j 
nology.   This   permits   the  remc 
identification  of  autos,  trucks,  and  bi] 
es  at  toll  booths.  The  technology 
also  been  approved  as  the  standa 
tagging  system  for  railcars  in  Nod 
America  as  a  means  of  tracking  th| 
location. 

One  buyer  was  Gintel  Equity  Md 
agement,  which  purchased  685,0l 
shares,  or  6%,  making  it  one  of  Aj 
tech's  biggest  stakeholders.  Gint 
high-stakes  bet  is  on  Amtech  winnil 
two  important  contracts,  one  fromj 
coalition  of  New  York,  New  Jersa 
and  Pennsylvania  toll-road  authoriti^ 
This  contract  would  generate  sales  [ 
$100  million  to  $250  million  for  the  co| 
pany  over  five  years  starting  in 
1993,  says  analyst  Jonathan  Cohen  j 
Gintel. 

Amtech  has  formed  a  joint  ventu 
with  Alcatel,  a  French  conglomeral 
to  bid  on  a  European  Rail  Commissij 
Tnultimillion-dollar  contract.  Cohf 
says  Amtech's  technology  has  bel 
tested  in  the  past  two  years  in  seveq 
French  bullet  trains.  Even  witho 
these  new  contracts,  Cohen  sees  Ai 
tech  earning  50$  this  year  on  estimat 
revenues  of  $38  million  and  operatii 
net  of  90$  next  year  based  on  project! 
sales  of  $52  million,  vs.  last  year's  5| 
loss  on  sales  of  $18  million. 
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Decider,  decider,  decider. 


n- sizing,  upgrading,  multi- platform  envi- 
lents.  Today's  computer  hardware  issues  are 
numerous,  more  difficult,  more  critical  than 
So  how  do  companies  make  decisions? 
feording  to  a  new  IntelliQuest  study,  they 
p  the  only  person  qualified  to  decide.  Some- 
ke  Bob  Barrett.  A  person  with  18  years  in 
juters!  \yho  oversees  a  technical  staff  of  75. 
whose  buying  decisions  and  approvals  affect 
^3,000  users  worldwide, 
n  other  words,  they  turn  to  the  BYTE  reader. 
I  92%  of  v^^hom  control  the  products  and 
Is  their  companies  buy. 
f  you  want  to  reach  an  audience  as  influential 
s,  then  yours  is  an  easy  decision— advertise 
TE. 

reader  Robert  N.  Barrett,  Vice  President  Management 
lation  Systems,  M/A- COM,  Inc. 


It  doesn't  g 


1  BYTE,  a  McGraw-Hill  publication.  For  a  presentation  of  the  Ma^ 
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IN  A  SPECIAL  LIMITED  EDITION  OF  999  SETS 


How  can  you  improve  the  very 
best  in  top  quality  business 
planners?  BusinessWeek, 
known  for  their  elegantly 
styled,  highly  functional  desk 
and  pocket  planners,  has  found 
the  way.  And  now,  so  have  you. 

PLANNERS  WITH  A  PLUS 

The  prestigious,  super  luxurious 
PRESIDENTIAL  PLANNER  SET 
takes  the  art  of  bookbinding  to  new 
limits:  meticulously  bound  in 
supple,  premier-grade  navy  blue 
leather,  each  Planner  is  beautifiilly 
appointed  with  thick,  hand-tooled 
sUver  metal  comer  guards,  two 
blue  silk  page  markers,  and  elegant 
blue  moire  silk  endpapers.  The 
silver-edged  pages  give  your 
Planner  a  mirror-like  shine. 

The  matched  Wallet  Planner  is 
covered  in  the  same  royal  blue 
moire  silk,  and  bound  pennanently 
into  its  navy  blue  leather  wallet,  with 
room  for  business  cards,  important 
notes  and  cash.  Silver-edged  pages, 
silver  metal  comer  guards  (to  prevent 
your  often-used  planner  from  showing 
wear),  a  blue  silk  page  mai'ker,  and  a 
slim  silver-plated  jotting  pen  with  its 
own  holder  add  the  finishing  touches 
of  elegance  to  your  Wallet  Planner. 


r 


Your  full  name  is  imprinted  in  silver  on  both  planners  at  no  extra  charge. 

ONLY  999  HAND-CIIAFTED  SETS  AVAILABLE 

Don't  let  the  superb  presentation  of  the  Presidential  Set  fool 
you.  Inside,  you'll  find  a  ver-y  practical  13-month  calendar, 
week-at-a-glance  spreads,  and  over  50  pages  of  essential 
business  data  plus  a  32  page  color  atlas.  No  wonder  so  many 
top  executives  snap  up  these  superb  Sets  so  quickly.  It's  first 
come,  first  sei'ved,  so  be  sure  you  reserve  your  1993  Set  now. 


Desk  Planner  size:  IOV2"  x         Wallet  Planner  size:  7  Vs"  x  SVV 


YES— PLEASE  SEND  ME  PRESIDENTIAL  PLANNER  SET(S)  at  $90.00  per  set. 

(Price  includes;  Inipnntlngof'full  name  in  silver  on  both  Desk  and  Wallet  Planners,  handling  and  postage.) 
NOTE:  N.J.  Residents  please  add  7%  sales  tax. 
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Name(Mr/Mr.s/Ms). 

Company  

Address  


City  

State/Country 
Tel  No.  


Post  Code 


Job  Title 


In  USA,  Credit  Card  holders  may  call 

TOLL  FREE 
800-722-9999 

ask  Operator  18  for  Planner  Dept.  BC4PR3. 
American  Express,  Diners  Club,  VISA,  and 
MasterCai"d  accepted. 


FULL  NAME  TO  BE 
SILVER  STAMPED 

(Please  print  clearly)  

G  Check  enclosed  payable  to  'BusinessWeek  Planner' 

□  Bill  my  company  (purchase  order  &  company  letterhead  required) 

□  Chargeto:|   lAMEX  j  J  DINERS  J  J  MASTERCARD  L  |  VISA 

Card  No.  

Sign-^ture  

Exp.  Delta  / 


To  order,  make  your  check  payable  to 
BUSESTESSWEEK  PLANNER  and  send  to: 
Dept.  BC4PR3 

P.O.  Box  8035,  Brick,  N.J.  08723  U.S.A.,  Fax  201  461 9808 

P.O.  Box  13,  Great  Missenden,  Bucks,  HP16  ODQ,  ENGLAND 
Fax 44-494-890757 
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Suite  C,  22nd  Floor,  Yiko  Industrial  Building,  10  Ka  Yip  Street 
Chaiwan,  HONG  KONG,  Fax  852  5589246 
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IT  YOUR  GOLF  HANDICAP, 
/iflRED 


A golf  pro  can  help 
you  perfect  that 
power  swing  or  kill  off  a 
nasty  slice.  But  "a  golf 
lesson  has  the  lasting 
value  of  a  couple  of 
drinks,"  says  PGA  pro 
Michael  McTeigue.  Mc- 
Teigue,  who  is  also  pres- 
ident of  SportSense  Inc., 
thinks  he  can  make  the 
training  stick  with  a 
four-part  electronic  sys- 
tem that  corrects  a  golf- 
er's stance  and  swing. 
Jolf  Swing  Tuner  (GST)  uses  a  sensor  worn  inside  the 
measure  the  weight  transfer  from  one  foot  to  the 
;  you  swing.  Another,  attached  to  your  club,  tallies  the 
iS  of  your  grip.  Sensors  strapped  to  your  back  measure 
ckly  your  body  twists  and  calculate  the  angle  of  your 
rs  and  waist  during  the  swing.  Finally,  sensors  in  your 
•n  if  you  bounce  up  and  down  or  lean  too  much.  The 
about  $100  each,  send  signals  to  a  $250  Walkman-size 
IV  that  tallies  the  results  and  beeps  you  through  head- 
to  signal  whether  you  are  in  or  out  of  proper  form.  The 
0  units  are  on  the  market.  The  Mountain  View  (Calif.) 
y  will  release  the  last  two  in  1993. 


ELECTRICAL  SIGNALS  TREAT 
JRES  THAT  DRUGS  CAN'T? 


iver  present  risk  of  seizures  haunts  the  lives  of  the  3 
ion  epileptics  in  the  U.  S.  Drugs  don't  help  some  15%  to 
patients.  So  for  them,  researchers  are  trying  a  new 
seizures  are  caused  by  an  uncontrolled  firestorm  of 
;11  activity  in  the  brain,  why  not  artificially  stimulate 
us  nerve,  which  controls  everything  from  salivation  to 
ite,  to  prevent  the  storm?  The  idea  "sounds  sort  of 
ut  involves  some  interesting  basic  science,"  says  Uni- 
of  Minnesota  epilepsy  expert  Ilo  E.  Leppik. 
u-chers  at  Cyberonics  Inc.,  a  Webster  (Tex.)  startup, 
insformed  the  idea  into  a  device.  They  implant  a  pace- 
ike  unit  in  the  upper  chest.  It  sends  electrical  impulses 
econds  or  so  every  five  minutes  through  a  wire  to  an 
e  implanted  in  the  neck.  So  far,  the  company  has 
ts  product  on  more  than  100  epileptics  who  don't  re- 
□  drugs.  "The  results  are  promising,"  says  University 
onsin  neurologist  and  Cyberonics  consultant  Paul  Ru- 
1  a  third  of  the  patients,  seizures  decreased  markedly. 
*  third  showed  some  decrease.  The  company  is  now 
I  to  convince  the  Food  &  Drug  Administration  that  the 
s  safe  and  effective  when  implanted  for  years. 


NG  AN  ANTIBODY  'COCKTAIL' 
IGHT  HIV 


lealth-care  worker  is  exposed  to  hepatitis  B,  a  blood- 
!  virus,  an  injection  of  antibodies  can  usually  neutralize 
ction  before  it  takes  hold.  Now,  researchers  at  Univax 
;s  Inc.  in  Rockville,  Md.,  are  developing  a  similar  anti- 


dote that  may  prevent  newborns  from  contracting  AIDS  from 
their  infected  mothers.  If  successful,  it  could  one  day  become 
part  of  a  "chemotherapy"  approach  for  HIV-positive  people. 

This  is  how  it  works:  Healthy  volunteers  get  injected  with 
an  experimental  AIDS  vaccine  from  Genentech  Inc.  The  vaccine 
spurs  the  body  to  make  antibodies  that  target  a  key  part  of 
HIV,  called  gp-120.  In  clinical  trials,  these  antibodies  have 
disarmed  HIV.  Univax  will  harvest  them  from  the  volunteers 
and  use  them  to  try  to  prevent  HIV  infection  in  others.  Robert 
B.  Naso,  Univax'  vice-president  for  research,  says  the  ap- 
proach will  be  tested  next  year  in  HIV-positive  pregnant  wom- 
en to  try  to  reduce  the  amount  of  virus  circulating  in  their 
blood.  Then  their  newborns  will  get  an  injection  to  prevent  the 
virus  from  gaining  a  foothold.  Univax  is  talking  to  other  AIDS 
vaccine  developers  about  using  their  products  to  produce  anti- 
bodies targeted  to  other  parts  of  Hiv.  That  would  let  them 
create  a  cocktail  of  antibodies  to  better  neutralize  the  virus. 


POLLUTANT  SENSORS 
GET  TINIER  AND  TOUGHER 


As  environmental  standards  get  stricter,  more  demands  are 
put  on  sensors  that  measure  pollutants.  Trouble  is,  the 
integrated  circuits  most  often  used  to  detect  mixtures  of  gases 
break  down  in  high  temperatures  and  harsh  environments. 

Now,  scientists  at  the  Energy  Dept.'s  Argonne  National 
Laboratory  have  invented  a  rugged  new  sensor  that  works 
where  ordinary  ones  can't.  The  prototype,  so  small  it  fits  on 
the  eraser  end  of  a  pencil,  is  made  from  durable  metals  and 
ceramics.  "Vibrations,  corrosive  environments,  [and]  water" 
should  be  no  problems  for  this  sensor,  says  Michael  C.  Vogt, 
one  of  the  inventors  at  Argonne.  The  tiny  sensor  requires  less 
maintenance  than  those  made  of  silicon  and  is  inexpensive  to 
manufacture.  Auto  suppliers,  says  Vogt,  are  interested  in  the 
sensor  to  measure  the  gases  inside  engines.  That  is  a  step 
carmakers  will  need  to  take  as  part  of  efforts  to  comply  with 
provisions  of  the  Clean  Air  Act  that  take  effect  in  1995. 


A  SHORTCUT  IN  THE  RACE 

TO  BOOST  LASER  POWER  CHEAPLY 


Researchers  are  chas- 
ing better  tech- 
niques for  creating  high- 
frequency  laser  light — 
for  good  reason.  The 
higher  a  light's  frequen- 
cy, the  more  information 
it  can  transmit  through 
optical  fibers  or  store  on 
a  compact  disk.  But  the 
known  materials  that 
can  boost  a  laser's  fre- 
quency when  the  beam 
is  passed  through  them 
must  be  used  as  single 
crystals  or  films,  which  makes  them  expensive  to  process. 

University  of  Illinois  materials  scientist  Samuel  I.  Stupp 
may  have  a  cheaper  solution.  Stupp  has  synthesized  an  undis- 
closed organic  material  that  doubles  the  frequency  of  light 
passed  through  it.  Better  yet,  the  material  is  so  simple  to 
process  that  you  can  make  a  film  by  simply  melting  the  white 
powder  and  pressing  it  between  glass  plates,  Stupp  says.  He 
concedes  that  the  material  will  be  tricky  to  develop  for  com- 
mercial uses,  but  it  could  lead  to  a  "plethora  of  new  organic 
materials  for  future  technologies." 


ECHNOLOGY 


BUSINESS  WEEK/OCTOBER  26.  1992  87 


PHYSICS  I 


POWER  IN  A  JAR: 
THE  DEBATE  HEATS  UP 


A  radical  new  theoiy  claims  to  get  energy  from  distilled  water 


HI 
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RESEARCHERS  BUSH  AND  EAGLETON:  "EARTH-SHAKING"  IMPLICATIONS? 


COLD  FUSION  11 

Despite  skepticism,  research 
ers  haven't  given  up  on  cold 
fusion.  Various  scientists  ore 
claiming  tests  produce  more 
energy  than  they  consume 


early  four  years  have  passed 
since  two  noted  chemists,  Martin 
Fleischniann  and  B.  Stanley 
Pons,  mesmerized  the  world  with  the 
claim  that  cheap  energy  could  be  gotten 
from  water  using  a  simple  electrochemi- 
cal cell.  After  months  of  work  by  hun- 
dreds of  labs  failed  to  replicate  "fusion 
in  a  jar,"  most  scientists  rejected  the 
idea.  Some  even  branded  it  "con  fusion." 

Cold  fusion  won't  go  away,  however — 
and  its  proponents  are  preparing  a  fresh 
assault  on  traditional  science.  Some  300 
of  them  will  gather  in  Nagoya,  Japan, 
on  Oct.  21  for  the  Third  International 
Conference  on  Cold  Fusion.  The  hot 
news  there  will  be  the  first  confirmation 
of  radical  claims  from  Robert  T.  Bush,  a 
physics  professor  at  California  State 
Polytechnic  University  in  Pomona.  Build- 
ing on  an  idea  from  Randell  L.  Mills, 
president  of  HydroCatalysis  Power 
Corp.  in  Lancaster,  Pa.,  Bush  says  he 
has  triggered  a  reaction  by  dunking  a 
nickel  rod  in  distilled  water  salted  with 
common  chemicals.  The  discovery  is 
"earth-shaking,"  he  says.  If  it  holds  up, 
adds  Fleischmann,  "it's  one  of  the 
events  of  the  millenium." 


HYDROCATALYSIS, 
LANCASTER,  PA. 


Bush  and  Mills  use  Experimeni 
the  same  electrochemical  location 
approach  as  Pons  and 
Fleischmann  but  their  in- 
gredients differ.  Pons 
and  Fleischmann  passed 
an  electric  current  be- 
tween a  platinum  wire 
and  a  palladium  rod  im- 
mersed in  water  made 
with  deuterium,  a  heavy 
form  of  hydrogen.  They 
suggested  that  once  the 
current  had  packed  the 
rod  with  deuterium,  its 
atoms  began  to  fuse, 
giving  off  more  energy, 
in  the  form  of  heat,  than 
was  in  the  electric  cur- 
rent. Mills  and  Bush  re- 
place the  palladium  cath- 
ode with  nickel  and  the 
heavy  water  with  regu- 
lar "light"  water  or  a  mixture  of  both 
forms.  And  they  propose  that  the  heat  is 
generated  by  totally  different  reactions. 

Most  scientists  had  a  tough  enough 
time  swallowing  the  claims  of  Fleisch- 
mann and  Pons.  To  physicists  in  particu- 


CALIFORNIA  POLYTECHNIC, 
POMONA  50%-700% 


BHABHA  RESEARCH, 
BOMBAY,  INDIA 

HOKKAIDO 

UNIVERSITY,  200%- 
JAPAN  300% 

'Produced  as  heal 


**Sustoined  over 
more  than  12 
months 
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lar,  the  notions  of  Mills  and  Bush 
even  more  outrageous.  The  problem 
always  been  that  the  claimed  cold-fu 
results  violate  established  theories 
physics,  which  hold  that  fusion  is 
more  likely  in  the  presence  of  trei 
dous  heat.  Attempts  by  Bush  and  ot 
to  concoct  a  new  theoretical  framev 
have  further  alienated  physicists, 
tend  to  explain  the  claims  of  sur 
energy  as  experimental  error. 

Ironically,  even  Mills  and  Bush 
pute  each  other's  work.  Mills  sides 
the  physicists  who  insist  that  what 
is  happening  can't  be  fusion  because 
expected  nuclear-reaction  by-prod 
aren't  produced  in  sufficient  amoi 
It's  a  chemical  reaction,"  Mills  ins 
He  believes  that  under  special  condit 
the  electrons  circling  hydrogen  at 
give  off  energy  when  they  "colla; 
into  previously  unknown  orbits.  To  p 
icists,  that's  heresy. 

So  is  Bush's  theory.  He  believes 
excess  energy  comes  from  "electroci 
ical  alchemy."  When  protons,  or  hj 
gen  atoms  stripped  of  their  electr  sublT 
are  driven  onto  the  surface  of  the  ni 
cathode,  something 
pens — Bush  doe 
know  what — that  ca' 
the  protons  to  fuse 
an  electrolyte  in  the 
ter.  "That's  nonser 
declares  John  R. 
zenga,  professor 
physics  and  chemistr 
the  University  of  E 
ester.  Getting  the  ni 
of  small  atoms,  sucl 
hydrogen  or  deuter 
to  fuse  is  tough  eno 
he  adds.  For  atoms 
large  as  sodium, 
chances  are  almost  i 
BHABHA  WATER.  To 
doubters,  Nagoya 
Ije  a  page  from  Bei 
If  or  Not.  Mahac 
Srinivasan,  head  of 
Neutron  Physics  Dii 
India's  Bhabha  Ati 
Research  Centre  (B 
P  near  Bombay,  will  re 
that  more  than  hal 
30  light-water  exj 
ments   since  Jam 
have  produced  207> 
107('  excess  energy.  J 
nese  scientist  Reiko 
toya  from  Hokkaido 
versity's  Catal 
Research  Center  will  report  meas 
2009'  to  300'a  surplus  energy  fronj 
experiment  she  began  in  August 

More  support  for  the  light-water 
proach  comes  from  Thermacore  Ini 


Net  energy 
yield  claimed" 


900%" 
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defense  contractor  in  Lancaster  that  spe- 
cializes in  heat-exchange  technology. 
Since  April,  it  has  been  running  a  Mills 
cell  that  steadily  pumps  out  four  times 
the  energy  that's  put  in,  says  Robert  M. 
Shaubach,  manager  of  development. 
Mills  himself  claims  to  do  better.  "We're 
getting  10  times  the  power  out  relative 
to  power  going  in — every  hour,  every 
day,  week  after  week."  Mills  says  to 
expect  a  "major  announcement"  around 
yearend  that  his  confidants  predict  may 
include  the  unveiling  of  a  prototype 
10-kilowatt  electrical  generator.  To  Peter 
L.  Hagelstein,  an  electrical  engineering 
professor  at  Massachusetts  Institute  of 
Technology,  such  talk  is  premature.  Af- 
ter reviewing  Mills's  data,  Hagelstein 
says:  "I  don't  think  the  light-water  re- 
sults are  there  just  yet." 

Mills  isn't  the  only  one  eyeing  com- 
mercial possibilities.  Bush,  who  claims  to 
get  up  to  700'A  surplus  energy  from  cells 
built  by  fellow  Cal  Poly  physicist  Robert 
D.  Eagleton,  has  signed  on  with  Fusion 
Energy  Applied  Technology  Inc.  (FKAT), 


One  critic  says  that  claims  of 
huge  amounts  of  excess  heat 
are  so  preposterous  'you  can 
dismiss  them  out  of  hand' 


a  Salt  Lake  City  startup  founded  by 
Harold  L.  Fox,  who  publishes  Fusion 
Facts  newsletter.  FEAT  has  just  secured 
modest  funding  from  a  private  investor 
to  build  a  Bush-style  prototype  genera- 
tor. "We  hope  to  have  it  ready  in  nine 
months  or  so,"  Fox  says. 

Meanwhile,  even  stranger  research  is 
starting  up,  aimed  at  developing  solid- 
state  fusion  cells  that  dispense  with  elec- 
trochemistry. For  example,  physicist 
Frederick  J.  Mayer,  founder  of  Mayer 
Applied  Research  Inc.  in  Ann  Arbor, 
Mich.,  is  working  on  fusion  "marbles." 
Initially,  Mayer  says,  he  was  dubious  of 
cold  fusion.  But  if  his  work  pans  out,  he 


COLD  FUSION'S  DISCOVERERS 
GO  FAR  FROM  THE  MADDING  CROWD 


FLEISHMANN  AND  PONS:  QUIETLY  WORKING  IN  FRANCE 


The  chemistry  professors  who  pre- 
cipitated the  cold-fusion  ruckus, 
B.  Stanley  Pons  and  Martin 
Fleischmann,  take  heart  in  the  results 
being  reported  by  researchers  follow- 
ing in  their  footsteps.  But  Pons  and 
Fleischmann  know  that  vindication,  if 
it  ever  comes,  is  probably  years  off. 
"We  couldn't  believe  it  ourselves  for 
the  first  five  years"  before  going  pub- 
lic in  1989,  says  Fleischmann. 

Hounded  by  charges  of  slipshod  sci- 
ence and  even  fraud,  the  pair  dove  un- 
derground in  mid-1989.  Eventually, 
they  resigned  their  academic  posts, 


Pons  at  the  Universi- 
ty of  Utah  and 
Fleischmann  at  Brit- 
ain's Southampton 
University,  and  set 
up  a  lab  in  Sofia  Anti- 
polis,  France.  Fleisch- 
mann won't  discuss 
how  much  funding 
they  have.  But  the 
money  funnels 
through  Technova 
Inc.,  a  Tokyo  think 
tank,  from  "a  multi- 
national con.sortium." 
IN  SPURTS.  Pons  and 
Fleischmann  are 
sticking  by  their 
heavy-water  ap- 
proach, though  some  cold-fusion  advo- 
cates believe  it  may  be  superseded  by 
newer,  light-water  techniques.  Randell 
L.  Mills,  president  of  HydroCatalysis 
Power  Corp.  (page  88),  claims  his  light- 
water  setup  has  generated  heat  contin- 
uously for  more  than  a  year.  Fleisch- 
mann and  Pons'  best  cells  produce 
excess  heat  in  short  spurts. 

Whatever  the  process,  Fleischmann 
is  confident  that  it's  only  a  matter  of 
time  until  cold  fusion's  secrets  are  un- 
locked— because  "the  people  who  have 
had  all  these  positive  results  aren't  go- 
ing to  give  up." 


envisions  little  balls  of  deuter 
packed  metal  inside  ceramic  coating 
theory,  heating  the  balls  would  trigji 
self-sustaining  reaction  that  would 
tinue  until  the  deuterium  is  exhaus 
Mayer's  idea  may  not  be  as  fancif 
it  sounds.  Scientists  at  Nippon 
graph  &  Telephone  Corp.'s  Basic 
search  Labs  in  Tokyo  have  been  ex 
menting  with  solid-state  systems 
three  years.  NTT  puts  magnesium-o 
plated  palladium  squares  in  a  pres} 
chamber  filled  with  deuterium  gai| 
more  recently,  hydrogen — the  gas-bj 
equivalent  of  a  light-water  experir 
After  the  squares,  roughly  1  inch 
side  and  0.0.5  inch  thick,  have  soakej 
gas  atoms  for  40  hours,  they're  p' 
with  gold  to  seal  in  the  deuteriu: 
hydrogen.  If  a  square  is  later  heat(j 
jolted  with  a  current,  it  starts  gen' 
ing  heat.  NTT  says  the  output  contii 
for  at  least  50  minutes,  producing 
0.5  watt  to  1  watt  of  energy. 
BAD  SCIENCE.  The  lack  of  indepen 
verification  leaves  skeptics  adan 
however.  Claims  of  huge  amounts  o 
cess  heat  are  "preposterous,"  says 
zenga.  "You  can  dismiss  them  ou 
hand."  He  and  other  mainstream  p 
cists  blame  bad  science  or  experim( 
error.  That  could  be  if  excess  heat  k 
were  10%  or  even  30%,  Mills  says, 
when  the  excess  is  100%-plus,  "tb 
no  way  it  can  be  erroneous,"  he  arg 
A  formal  review  may  soon  shed 
on  this  question.  The  Electric  Powei 
search   Institute  (EPRD  in  Palo 
Calif.,  has  budgeted  $12  million  o 
utility  members'  money  for  cold  fi 
research  and  hired  SRI  Internation: 
do  it.  MIT's  Hagelstein  is  impressed 
SRl's  heavy-water  experiments,  w 
produce  net  energy  almost  every 
and  show  signs  of  precise  control:  V 
input  power  is  scaled  back,  heat  ou 
dips  proportionately,  instead  of  d 
nothing  or  responding  counterintuitr 
Now,  EPRI  has  asked  Brookhaven 
tional  Laboratory  to  examine  .SRi's  w 
and  Brookhaven  senior  physicist  R 
G.  Lynn,  a  cold-fusion  doubter, 
agreed  to  do  it.  "My  colleagues  ^ 
very  critical"  of  this  decision,  he  s 
"but  part  of  me  has  admiration  for 
people  that  work  on  this."  The  revie 
on  hold  pending  agreement  on  Ly 
insistence  that  crucial  details  won 
kept  secret  on  proprietary  grounds, 
erwise,  "I  couldn't  be  a  fair  evalual 
Bush  asserts  that  Nagoya  "coul 
the  turning  point"  m  helping  cold-fu 
advocates  gain  respect.  Chances 
though,  that  nothing  could  do  the 
like  a  thumbs-up  from  Lynn. 

By  Otis  Port  in  New  York,  with 
Carey  in  Washington,  Neil  Gross  in  Ti 
and  Gary  McWilliams  in  Boston 
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"Without  hesitation  I'd  say  we're  the  most  dynamic 
supplier  in  the  North  American  salt  market.  Which  is 
quite  remarkable,  since  we're  also  the  largest.  Just 
as  our  parent  company  is  the  largest  salt  producer  on 


the  planet.  Akzo  headquarters  supports  us  wi 
most  advanced  technology.  That  helps.  But  ei 
more  essential  for  our  success  is  the  cure  Akzt 
against  big  company  lethargy:  a  corporate 


Akzo  is  one  of  the  world's  leading  companies  in  selected  areas  of  chemicals,  fibers,  coatings,  salt  and  health  care  p 
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Akzo  America  Inc.,  Corp.  Comin.  Dept./R5,  300  South  Riverside  Plaza,  Chicago,  II.  60606.  Phone  (3 1  2)  906-7500 


Salt  Inc., USA: 


allows  us  room  to  move.  I  have  the 
un  this  multi-million  dollar  business  as  if 
lA/n.  And  I  pass  that  freedom  on.  That 
uch  easier  to  create  the  right  chemistry." 
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BRIAN  ROBERTS  WITH  FATHER:  "HE  HAS  INHERITED  SOME  OF  MY  ENTREPRENEUR'S  MENTALITY' 


PLEASE  HOLD.  MR.  ROBERTS 
WILL  CONNECT  YOU 


Comcast's  president  takes  bold  leaps  from  cable  to  phone  service 


Sweat  was  beadin^r  on  Brian  L. 
Roberts'  upper  lip  under  the 
liri^-ht  lights  at  his  cable-T\'  power- 
house, Comcast  Corp.  Try  as  he  might, 
the  :J3-year-old  president  couldn't  com- 
plete the  Sept.  10  conference  call  he  had 
dreamed  up  to  show  off  Comcast's  foray 
into  the  phone  business.  Five  people  on 
two  continents  were  supposed  to  chat 
using  Comcast  facilities,  but  he  could 
hook  up  only  four.  The  one  left  out, 
Philadelphia  Mayor  Edward  G.  Rendell, 
was  standing  in  the  rain  with  Roberts' 
dad,  Comcast  founder  and  Chairman 
Ralph  J.  Roberts.  As  the  minutes  ticked 
away,  Brian  cracked:  "I  really  don't 
want  to  talk  to  my  father." 

The  call  eventually  went  through.  And 
afterward,  the  elder  Roberts  had  only 
kind  words  for  his  fourth  child's  public- 
relations  gambit:  "He  has  inherited 
some  of  my  entrepreneur's  mentality." 
SLOW  GROWTH.  Indeed  he  has.  As  Brian 
Roberts  assumes  more  responsibility  at 
Comcast,  he's  rewiring  a  company  that, 
with  2.8  million  subscribers,  is  the  coun- 
try's fourth-largest  cable  outfit.  But  ca- 
ble growth  is  slowing.  So  Roberts  is  like- 
ly to  make  his  mark  by  building  the 
company's  telecommunications  business: 
cellular  phone  service,  fiber-optic  net- 


works that  let  corporate  traffic  bypass 
the  local  phone  company,  and  personal 
communications  service  (PCS),  an  experi- 
mental cross  between  cellular  and  cord- 
less phones. 

Comcast  isn't  the  only  cable  company 
dabbling  in  the  phone  business:  Tele- 
Communications  Inc.,  Time  Warner,  Co.\ 
Enterprises,  Cablevision  Systems,  and 
others  are  also  testing  the  waters.  But 
Comcast's  appetite  is  bigger 
than  most  others'.  It  runs 
British  cable  systems  that 
can  also  carry  phone  calls.  It 
has  broadened  its  cellular 
holdings  to  cover  a  three- 
state  area  with  7.3  million 
residents.  It  has  taken  stakes 
in  a  Philadelphia  fiber-optic 
network,  Eastern  TeleLogic 
Corp.,  and  in  Fleet  Call  Inc., 
which  plans  to  offer  wireless 
phone  service  over  fleet-dis- 
patch frequencies.  Comcast  is 
also  testing  a  PCS  system 
with  18  doctors  at  a  hospital 
in  Trenton,  N.J.  (table). 

All  that  activity  is  starting 
to  show  up  on  the  incom.e 
statement.  Cellular  service, 
where  Comcast  has  placed  its 


biggest  bet,  will  account  for  somef 
of  its  expected  $876  million  in  re' 
this  year  and  a  similar  share  of  fc'' 
flow.  Phone  services  may  not  i  K  t 
much  as  a  share  of  revenue,  becaus 
company  has  plans  to  boost  cable  6 
nue  through  acquisitions.  But  Rc  i^- 
hopes  to  knit  cable  and  phone  sei 
together.  One  possibility:  use  the,  to) 
system  to  link  transmitters  for  wii  Biaft 
phone  nets.  "Comcast  is  very  weLiCOM 
tioned,"  says  Richard  S.  Leghorn 
mer  president  of  Cable  Television  at  ope 
oratories  Inc.,  an  industry  resi  Rt* 
consortium  in  Boulder,  Colo.  fc 
NIBBLING  AWAY.  To  be  sure,  Co:  teyt 
isn't  out  to  duplicate  the  vast  neti  istoc!; 
of  such  companies  as  Bell  Atlantic  i  iSiiiJi 
the  Baby  Bell  that  it  is  starting  toiarji 
pete  with.  It  couldn't  afford  to,  viiioii 
load  of  high-cost  debt — which  will  I  ivhiit 
$3.8  billion  after  the  company  re  kit  m 
tures  its  investments  in  Storer  Co 
nications  Inc.  later  this  year.  What 
do,  though,  is  nibble  away  at  the 
profit,  cutting-edge  services  tha  ee  mei 
Bells  are  counting  on  for  growth,  ii  ioo  an 
ing  cellular  and  such  specialized 
ness  services  as  high-speed  data 
mission.  If  regulators  permit,  Coi 
might  someday  turn  its  cable  neie 
into  a  phone  network  by  hooking 
cables  to  local  phone  company  swi  i 
Not  that  the  Bells  are  sitting  stil  !^ 
Atlantic,  for  instance,  already  fai 
strips  Comcast  in  cellular,  serving 
15  states  with  a  market  potential 
million  residents.  It  outspends  Coirpadi 
4  to  1  in  capital  investment  and 
slouch  in  technology.  Next  month, 
500  residents  of  Pittsburgh  will 
testing  a  PCS  system  that  lets  thei 
the  same  pocket  phone  at  home,  at 
and  in  between.  Bell  Atlantic  also 
to  install  cellular  antennas  in  the  ^ 
ington  subway  system,  so  customei  iphlie 
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COMCAST  EDGES  INTO  PHONI 


APRIL,  1990  Becomes  partner  in  British  cable-TV 
franchise  that  also  provides  phone  service 


JUNE,  1991  Licensed  by  the  FCC  to  test  a  pocket 
phone  "personal  communications  service" 


MARCH,  1992  Completes  buy  of  Metrophone,  nec 
quadrupling  cellular  operations 


JUNE,  1992  Purchases  5%  of  Fleet  Coil,  which  pic 
to  offer  phone  service  over  fleet-dispatch  channels 


JULY,  1992  Buys  controlling  interest  in  Eastern  Tel 
Logic,  a  fiber-optic  network  competing  with  Bell  of 
Pennsylvania  in  downtown  Philadelphia 


SEPTEMBER,  1992  Stages  conference  call  betwee 
Philadelphia,  Trenton,  N.J.,  and  London  using  cellu 
cable  TV,  pocket  phone,  and  private  fiber  network 


DATA,  COMPANY  REPORTS 
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PC  Power.  Organizer  Price. 
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It  looks  like  an  organizer.  It's  the 
same  size.  It's  even  about  the  same 
price.  But  the  HP  95LX  palmtop 
PC  gives  you  so  much  more  than 
any  organizer. 

You  can  use  the  HP  95LX  just  as 
you  w(jukl  your  PC.  All  the  fea- 
tures you  need  are  built  right  in. 
MS-DOS;  Lotus"  1-2-3'  and  a 
financial  calculator  And  the  512K 
RAM  version  of  the  HP  95LX  has 
enough  power  to  let  you  store  and 
retrieve  large  amounts  of  data.  You 
can  copy  files  from  your  desktoji 
computer  riglit  into  your  palmtop. 
There's  even  a  plug-in  slot  to  let 
you  add  optional  PC  applications 
or  memory. 

M.S-[K)SisaUS,  reigstiTi'il  tniili-niark  .irM]iTi.Mifl  Ciirpuraliuii  Lnlijs 
1 1932  Hewlrtl-PackarcK  iimpanv  F'I112J(I4A 


When  you  need  to  get  organized, 
the  HP  95LX  does  that,  too.  It 
comes  with  an  appointment  book, 
phone  book  and  memo  editor  But 
why  just  get  organized  when  you 
can  get  PC  power? 

To  find  out  about  the  HP  95LX, 
see  your  HP  retailer  To  find  your 
retailer,  call  800-443-1254,  Dept. 
29  m  the  U.S.  Or  800-387-3867 
in  Canada. 

Be  sure  to  ask  your  retailer-  about 
the  new  low  price. 


HEWLETT 
PACKARD 
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nformation  Processin< 


COMPUTERS  I 


MADE  IN  THE  U.S.A. 
...BY  HYUNDAI 


Its  PC  unit  is  going  ail-American  to  grab  a  bigger  piece  of  the  pie 


ention  Hyundai  to  anyone  in  the 
U.  S.,  and  more  than  hkely, 
I  they'll  think  Excel  or  Sonata — 
inexpensive  cars  that  have  made  the  Ko- 
rean conglomerate  a  household  name. 
But  the  $51  billion  giant  wishes  its  im- 
age were  equally  as  strong  in  personal 
computers.  Some  $1.1  billion  of  its  reve- 
nues stem  from  computers  and  electron- 
ics, but  after  five  years,  Hyundai  Corp.'s 
Information   Svstems   Div.   holds  less 


ble  PCs  at  its  San  Jose  (Calif.)  factory. 
That  will  make  it  easier  to  respond  to 
rapid  changes  in  the  U.  S.  market.  Thom- 
as says  he  has  complete  autonomy  in 
setting  strategies  and  managing  day-to- 
day operations — a  rare  situation  among 
U.  S.  subsidiaries  of  Asian  PC  makers. 
"There  is  no  one  in  Korea  that  I  report 
to,"  Thomas  says.  Indeed,  since  taking 
over  last  April,  he  has  moved  fast,  cut- 
ting prices  by  40'a  and  adding  a  toll-free 


HYUNDAI 


than  1.5';  of  the  U.  S.  PC  market.  That's 
"barely  on  the  radar  screen,"  says  Wil- 
liam A.  Ablondi,  a  vice-president  for 
market  researcher  BIS  Strategic  Deci- 
sions in  Norwell,  Mass. 

Hyundai's  ready  to  take  another  shot 
at  the  $35  billion  U.  S.  market,  this  time 
using  an  all-American  approach.  Leading 
the  assault  is  Edward  D.  Thomas,  an  ex- 
IBMer  and  former  president  of  Com- 
puAdd  Computer  Corp.,  a  mail-order  PC 
company  in  Austin,  Tex.  In  his  four-year 
reign  at  CompuAdd,  revenues  jumped 
fivefold,  to  about  $500  million.  Now, 
Thomas  has  culled  five  other  veteran  PC 
executives  from  CompuAdd  and  IBM  to 
do  the  same  for  Hyundai. 

Not  only  is  management  made  in  the 
U.  S.  A.,  the  computers  will  be,  too.  In- 
stead of  simply  distributing  Korean- 
made  gear,  as  the  company  has  done  in 
the  past,  Hyundai  will  design  and  assem- 


sales-and-suppnri  liiiu  to  let  customers 
order  custom-built  machines  or  arrange 
PC  repairs  on  48-hour  turnaround.  Such 
service  is  standard  for  fast-growing 
clonemakers  such  as  Gateway  2000  and 
Dell  Computer  Corp. 
MAGIC  BUS.  The  biggest  move  will  come 
on  Oct.  Hi,  when  Hyundai  launches  a 
new  line  of  high-end  PCs.  The  machines 
were  designed  in  just  six  months,  half 
what  it  would  have  taken  under  Hyun- 
dai's old  management  system.  Thomas 
says  they  will  use  a  so-called  local-bus 
design  that  takes  full  advantage  of  pow- 
erful microprocessors  such  as  Intel 
Corp.'s  486.  The  bus  lets  data  move 
throughout  the  system  in  the  same  32- 
bit  chunks  used  within  the  486.  By  con- 
trast, most  PCs  still  use  a  10-year-old  bus 
that  moves  data  8  or  16  bits  at  a  time, 
which  can  cause  bottlenecks  in  running 
graphics  programs,  for  example. 


Hyundai's    new    machines  , 
unique.  Like  PCs  from  Gateway  an 
International  Ltd.,  they  adhere 
cal-bus  standard  ratified  in  Au 
the  Video  Electronics  Standards 
(VESA),  an  industry  group.  But  Tl 
believes  Hyundai's  low  price — 
$400  less  than  Gateway's  cheapest 
bus  machine — will  help  sell  large 
rate  buyers  on  the  technology.  "V 
pect  to  be  a  technology  and  a  ^ 
leader,"  he  says. 

The  local-bus  machines  are  onh 
of  Thomas's  strategy  to  grab  n 
share  in  the  U.  S.  The  company  ^ 
plans  to  unveil  on  Oct.  16  new 
priced  PCs  for  sale  through  mass 
retailers.  Like  Compaq  Computer  ( 
Prolinea  and  IBM's  forthcoming 
Point  families,  Hyundai's  Elite  P 
come  prepackaged  with  software 
at  first-time  buyers.  Thomas  sayi 
so  far  Bizmart,  a  national  disco 
retailer,  and  Flo 
BrandsMart  USA 
picked  up  the  Eli 
For  traditional 
puter  dealers,  H; 
has  a  separate  sei 
aggressively  pricej 
chines,  dubbed  th 
tige  line.  They  wj 
sold  through  the 
ny's  more  than 
computer  resellers 
ther  the  Prestigi 
the  Elite  line  wili 
the  VESA  bus. 

LOCKING  HORNS. 

as  plans  to  prom^ 
new  lines  with  $: 
lion  in  advertisin: 
the  next  year- 
equal  to  the  esti 
annual  ad  budgi 
mail-order  leaden 


Edward  . 
Thomas 
says  he  has 
complete 
autonomy  in 
setting 

strategies  and 
operations: 
There  is  no 
one  in  Korea 
I  report  to' 


and  Gateway.  In  fact,  promotions 
big  Oct.  16th  announcement  feal 
bull,  with  the  tag  line:  "Locking 
with  the  competition."  a  sly  dig  at 
way's  black-and-white  bovines. 

But  can  Hyundai  stand  out  fr< 
herd?  There's  the  bloody  price  wi 
the  recession  to  deal  with.  And  if 
known  companies  such  as  IBM,  G 
and  Dell  produce  local-bus  PCs,  H; 
could  lose  its  edge  among  corporal 
tomers.  And  even  with  the  loci 
"Hyundai  won't  push  IBM,  Comp 
Dell  out  anytime  soon,"  says  BIS 
londi.  That's  fine  with  Thomas, 
knows  Hyundai  won't  be  an  ove 
success.  He'll  be  happy  to  doub 
minuscule  market  share  in  the  nexp^;  ,.^^,! 
36  months — and  finally  make  Hyu 
recognizable  name  in  PCs. 

By  Paul  M.  Eng  in  New  Yon 
Ln.rmi  Nakrirnii  in  Seoul 
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ORE  AND  MORE  BUSINESSMEN 
IE  A  UTTIE  DOGMATIC  ABOUT 
ILTEI  OVER  AT&T.   

n  a  dog-eat-dog  business  world,  more  large  businesses  are  choosing  WilTel!" 

WilTel  offers  the  Meridian  1®  communication  system  designed  by  Northern  Telecom.  To  deliver  flexibility,  expandibility 
lendability  that's  making  the  big  phone  company  nervous, 
ustom-tailored  solutions  from  key  systems  to  full-scale 
cing,  call  WilTel  Communications  Systems  at  1-800-324-0608. 
eash  advanced  PBX  technology  on  an  unsuspecting 
s  world. 

The  Meridian  1 


'  tSecom"       Meridian  1  communication  system.. 


mm 


is  a  registered  trademark  uf  Nurtherii  Telecom. 
authorized  Northern  Telecom  distributor  ®  1992  WilTel  TURNS  UP  TECHNOLOGY 
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CHIEF  EXECUTIVES! 


WHO  SAYS  ACCOUNTANTS 
CAN'T  JUMP? 


Big  Six  CEO  Madonna  of  Peat  Marwick  takes  on  the  other  Five 


It's  late  in  the 
fourth  quarter 
at  Madison 
Square  Garden,  and 
tension  is  running 
high  in  the  skybox 
owned  by  KPMG 
Peat  Marwicl<.  Sip- 
ping drinks  and  sit- 
ting on  the  edges  of 
their  seats,  the  ex- 
ecutives are  hoping 
the  New  York 
Knicks  can  hang  on 
to  a  shm  lead  over 
the  Chicago  Bulls. 
On  the  big  televi- 
sion screen,  they 
watch  as  Knick  cen- 
ter Patrick  Ewing 
thunders  toward 
the  hoop  for  a  mon- 
strous slam  dunk. 
It's  not  until  the 
high-fives  are  over 
that  they  realize 
something  in  the 
box  is  amiss:  Their 
boss,  Jon  C.  Madon- 
na, has  disappeared. 

Cut  to  courtside. 
That's  where  you'll 
find  Madonna  dur- 
ing a  close  game. 
No  offense  to  his 
colleagues,  but  Peat 
Marwick's  49-year- 
old  chief  executive  feels  cooped  up  in  the 
rafters.  "Jon  can't  stand  the  box,"  says 
his  wife,  Lynn.  "We  always  wind  up  on 
the  floor."  An  incorrigible  sports  fan. 
Madonna  likes  to  be  where  the  action  is. 

It's  no  surprise,  then,  that  Jon  Madon- 
na has  placed  himself  right  in  the  middle 
of  the  turmoil  swirling  around  the  once 
staid  accounting  profession.  He's  be- 
come an  outspoken  critic  of  a  profession 
that  has  watched  U.  S.  business  from  its 
own  kind  of  skybox  for  years.  During 
the  go-go  '80s,  the  Big  Six  CPA  firms 
expanded  headlong  amid  unprecedented 
business  activity.  But  lately,  they've 
been  battered  by  a  shrinking  client  base 
and  lawsuits  over  allegedly  improper  au- 
dits. Long  accustomed  to  steady  audit 
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reputations.  They  face  a  storm  of  ftte^ 
suits  from  shareholders  charging 
their  audits  failed  to  detect  undei 
problems  at  those  companies.  Last  fcK 
alone,  the  Big  Six  paid  more  than 
million  in  legal  settlements,  and 
cases  are  still  outstanding,  represeliiiigoi 
$15  billion  in  potential  damages.  W 
demand  is  drying  up  for  the  high-m: 
tax  and  consulting  work  that  was 
product  of  the  mergers-and-acquis 
binge.  And  mergers  themselves — r 
tnention  bankruptcies — have  culle(  «& 
number  of  companies  that  need  au 
RAISING  EYEBROWS.  The  result  has 
a  slowdown  in  Big  Six  revenue  gi 
to  about  5''<  a  year  since  1990,  vs 
annually  during  the  1980s.  Add  to 
the  legal  settlements,  and  pressun  sarec 
never  been  greater  on  the  profesi  ei 
earnings.  Amid  the  chaos,  Madon  f[i 
raising  eyebrows  with  sobering  str 
talk  about  the  profession's  woes, 
his  splashy  ties  and  Italian  loafers 
hard-boiled  approach  to  business,, 
hardly  a  typical  (TA.  And  as  he  si 
up  Peat  Marwick,  he's  giving  the  < 
industry  a  jolt.  ,. 
Other  Big  Six  CEOs,  from  Arthu:  SMaC 


MADONNA:  "EVERYBODY  OUGHT  TO  BE  TAKING 
A  FRESH  LOOK  AT  HOW  THEY  OPERATE" 


dersen  &  Co.'s  Lawrence  Weinbat 
Eugene  Freedman  at  Coopers  & 
brand,  have  made  changes  in  resj 
to  the  profession's  travails.  But 
has  moved  as  quickly  or  as  loud 
Madonna  has  since  he  took  over  in 
after  running  Peat  Marwick's  San 
Cisco  office  for  four  years.  Considei 
he  has  managed  partner  layoffs.  I 
have  tended  to  trim  their  ranks  in  u 
bles  through  attrition  or  paini' 
buyouts.  But  just  four  months  afte:  j 
ing  over.  Madonna  lopped  off  15; 
Peat  Marwick's  partner  roster,  j 
and  old  alike.  What's  more,  he  publ 
the  cuts  in  a  pre; 


and  consulting  fees 
from  publicly  traded 
companies,  they've 
been  exposed  as  fat 
and  undisciplined. 
And  Madonna,  unlike 
many  of  his  peers,  is 
perfectly  willing  to 
say  so.  "The  old  ball 
game  is  over,"  he 
says.  "Everybody 
ought  to  be  taking  a 
fresh  look  at  how 
they  operate." 

The  Big  Six  have  some  big  troubles. 
The  savings-and-loan  crisis  and  other 
business  failures  stemming  from  the 
deal  decade  have  eroded  their  pristine 


Since  taking  over  in  1990, 
Peat  Marwick's  chief  has: 

►  Cut  15%  of  the  firm's 
partners 

►  Restructured  firm  into 
teams  focusing  on  specific 
industries 

►  Replaced  the  head  of  con- 
sulting, citing  lack  of  finan- 
cial controls 


lease.  "It  was  a 
ty  big  shock  t4;ej"tj 
system,"  Mad 
says.  "But  it  S( 
strong  message, 
Madonna  has 
introduced  the  c 
ed  "or  else 
into  the  firm's  v^t^ 
ulary:  Auditors 
had  been  gener 
are  being  forc(|; 
develop  expertii,, 
certain  fields — oi 
they  may  wind  u 
the  door.  Indeec 
like  Arthur  Andc 


which  spun  off  its  consulting  grou{|] 
donna  is  integrating  his  profession; 
industry-specific  teams.  The  idea 
provide,  say,  banking  clients  with 
tors,  tax  specialists,  and  business  c( 
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0  all  have  intimate  knowledj^e 
ng.  Madonna  iiopes  that  will 
d  mistakes  while  drumming  up 
^h-margin  tax  and  consulting 
lother  demand:  Even  the  most 
irtners  must  start  bringing  in 
nts. 

FFlE.  Meantime,  Madonna  has 
p  the  power  structure.  Shortly 
ng  over,  he  forced  into  the  field 
f  managers  whose  sole  respon- 
id  been  overseeing  regional  of- 
also  demoted  John  Gannon,  the 
lead  of  the  firm's  consulting 
citing  lax  financial  controls  and 
ifits.  In  his  place,  Madonna  in- 
jditing  head  William  Simon  to 
lings  up. 

irprisingly.  Madonna  has  his 
jsides  the  normal  griping  about 

1  cuts  and  changed  duties,  some 
are  concerned  that  Madonna  is 
uous.  In  meetings,  they  say,  he 
ks  an  agenda.  And  some  won- 
;  has  the  experience  to  make 
k  decisions  for  a  firm  of  19,000 
'  four  years  of  running  the  San 

office.  Gannon,  they  complain. 


Madonna  shakes  up 
sat  Marwick,  he  is 
giving  the  entire 
industry  a  jolt 


third  consulting  chief  in  less 
■ar.  That  sort  of  draconian  dis- 
made  professionals  freeze  up 
)f  doing  something  wrong. 
Fowler,  a  retired  managing 
Joints  out  that  Madonna  can't 
isions  unilaterally.  The  partner- 
ard  has  to  approve  all  major 
owever.  Fowler  says.  Madonna 
er  at  selling  his  position.  When 
5ed  the  159'  payroll  cut,  many 
)ard — including  Fowler — insist- 
it  first  be  studied  in  detail. 
'  us  felt  that  we  needed  more 
his  gut  feeling  was  we  needed 
1  with  business."  In  the  end, 
convinced  them  that  a  "study- 
i"  syndrome  was  part  of  their 

in  the  profession  aren't  so 
donna's  highly  visible  partner 
;  one  rival  CEO,  were  "the  pro- 
biggest  public  relations  blunder 
,  long  time.  It's  not  like  some 

line.  The  partners  are  a  direct 
mmunication  to  the  clients." 
la's  efforts,  though,  are  begin- 
low  up  on  the  bottom  line.  Be- 
3ok  over.  Peat  Marwick  limped 
18  months  of  flat  profits,  and 
s  earnings  were  depressed  by 


If  you'd  like  to  hear  more  about  our  colorful  founder  drop  us  a  line 


THIS  OLD  SAFE  didn't  fall  on  Jack  Daniel, 
but  it  may  as  well  have. 

One  morning  in  1905,  the  safe  wouldn't 
cooperate  with  its  owner  (he  thought  he  knew 
the  combination  well).  Mr.  Jack  lost  his  temper 
and  kicked  it  hard  enough  to  break  his 
big  toe.  Infection  took  a  lot  of  people 
in  those  days,  and  a  few  years  later,  it 
took  Jack  Newton  Daniel.  Faithful  to 
his  ways,  we've  never  altered  the 
whiskey  that  bears  his  name.  Nor, 
we'll  admit,  ever  found  reason  to 
mess  with  that  old  safe. 


SMOOTH  SIPPIN' 
TENNESSEE  WHISKEY 


Tennessee  Wtiiskey  •  4043%  alcofiol  by  volurre  (80-86  proof)  •  Distilled  and  Bottled  by 
Jack  Daniel  Distillery,  Lem  Motlow,  Proprietor,  Route  1,  Lynctiburg  (Pop  361),  Tennessee  37352 
Placedinthe  National  Registerof  Historic  Placesbythe  UmtedStatcsGovernment. 


WHISKEY 
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the  cost  of  cutting  partners.  This  year, 
though,  profits  per  partner  are  expected 
to  jumj;  12'',  despite  flat  revenues  of 
$1.8  billion.  At  $230,000  per  partner, 
those  projected  earnings  would  move 
Peat  Marwick  ahead  of  Coopers  &  Ly- 
brand  as  the  fifth-most-profitable  firm, 
says  Jim  Emerson,  publisher  of  a  trade 
publication,  Professional  Services  Re- 
view. But  Madonna  still  has  a  long  way 
to  go:  Peat's  profitability  pales  next  to 
that  of  Arthur  Andersen  and  Price  Wa- 
terhouse,  which  lead  the  pack  with  earn- 
ings topping  $300,000  per  partner. 
COACHSPEAK.  Madonna  insists  that  fur- 
ther improvement  will  come  with  time. 
He  compares  the  Peat  Marwick  he  inher- 
ited to  a  star-studded  sports  team  lack- 
ing cohesion  and  direction.  As  a  high 
school  student  in  Modesto,  Calif.,  he 
dreamed  of  coaching  a  pro  football  or 
basketball  team.  But  since  both  of  his 
parents  were  retailers — his  mother 
owned  a  women's  clothing  store  and  his 
father  Madonna's  Liquors — he  was 
steered  to  bookkeeping  as  a  youngster. 

The  result  is  a  C?k  who,  even  in  his 
most  ardent  discussions  of  accounting, 
invokes  images  more  likely  to  be  heard 
in  a  halftime  pep  talk.  "Bill  Walsh  did 
not  win  because  he  drafted  Joe  Mon- 
tana," he  says.  "And  Pat  Riley  did  not 
do  a  good  job  last  year  because  he  had 
Patrick  Ewing.  Those  players  helped, 
but  the  coach  made  the  difference." 

Madonna's  first  experience  as  a 
"coach"  was  a  fluke.  While  attending 
the  University  of  San  Francisco,  he  was 
in  the  ROTC.  And  after  graduating  in 
1965,  he  left  for  Vietnam  to  fulfill  his 
obligation.  "I  was  not  a  rah-rah  military 
person,"  he  says.  He  jumped  at  his  first 
chance  to  avoid  combat.  Madonna  was 
put  in  charge  of  running  a  major  supply 
dump  just  outside  Saigon.  His  job:  hiring 
Vietnamese  civilians  to  administer  the 
supplies.  Under  Madonna,  the  supply- 
dump  staff  mushroomed  from  200  to 
5,000.  Its  growth  and  efficiency  earned 
him  the  Army's  bronze  star. 

Madonna  joined  what  was  then  Peat, 
Marwick,  Mitchell  &  Co.  in  1968,  becom- 
ing a  partner  in  1976.  In  1986,  a  year 
after  the  firm  merged  with  K.M(j  Main 
Hurdman,  he  took  over  the  San  Francis- 
co office,  where  Wells  Fargo  &  Co.  was 
his  biggest  client.  Many  of  his  ideas, 
such  as  forming  industry-oriented  client- 
service  teams,  were  developed  there. 

As  he  moves  forward,  Madonna  will 
need  some  more  creative  accounting. 
But  he  has  already  got  Peat  Marwick — 
and  some  in  the  industry — reconsidering 
their  traditional  approach.  Says  Arthur 
W.  Bowman,  editor  of  Bowmaii's  Ac- 
con  n  ting  Report:  "Under  Madonna, 
Marwick  is  operating  more  like  a  busi- 
ness and  not  some  professional  club." 
For  the  Big  Six,  it's  about  time. 

By  Ro)i  Stodglnll  II  in  AV/r  Vor/c 


A  NEW  ROIL  OF  THE  DICE 
AT  7-EIEVEN 


It's  hoping  that  a  Japanese-inspired  makeover  will  spur  recove 
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'ith  a  Tokyo-based  retailer  now 
controlling  Southland  Corp., 
parent  of  7-Eleven  conve- 
nience stores,  you  might  expect  CEO 
Clark  J.  Matthews  II  to  be  immersed  in 
language  lessons.  But  Matthews,  56, 
jokes  that  his  heavy  West  Texas  drawl 
would  make  his  Japanese  incomprehensi- 
l)le.  As  it  is,  he  says:  "They  can't  under- 
stand me  in  English." 

But  Matthews  and  his  new  bosses 
manage  to  speak  the  same  language 
when  it  comes  to  rejuvenating  the  coun- 
try's largest  convenience- 
store  chain.  In  the  wake 
of  a  1987  leveraged 
ljuyout  that  left  the  Dal- 
las-based company  with 
some  $5  billion  in  debt. 
Southland  filed  for  bank- 
ruptcy protection  in  Octo- 
ber, 1990.  Ito-Yokado  Co., 
a  hugely  successful  oper- 
ator of  7-Eleven  conve- 
nience stores  in  Japan, 
poured  $430  million  into 
the  U.  S.  company  in  ex- 
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PERCENT  CHANGE  OF 
SALES  AT  7-ELEVEN 
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THAN  A  YEAR- 
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•EXCLUDES  GASOLINE  SALES 
DATA:  SOUTHLAND  CORP 


change  for  a  70''  stake.  After  bon(L,^ 
ers  swapped  some  $1.8  billion  in  del**"? 
new  notes  and  siock.  Southland  em{^,^fi^j^^ 
from  Chapter  11  in  March,  1991 

Now,  Ito-Yokado  is  pushing  SoutlJI 
to  spruce  up  its  network  of  more  nKx 
6,300  stores.  "They  forgot  what  a  d^^; 
nience  store  is  supposed  to  be," 
Toshifumi  Suzuki,  vice-chairma|J 
Southland's  board  and  executive 
president  of  Ito-Yokado.  The  new 
da  calls  for  refurbishing  7-Eleven  S' 
installing  a  sophisticated  inventory 
agement  system,  ar 
fering  many  new 
ucts,  especially 
fresh  food.  And  tly^ 
billion  retailer  is  slaj/^ 
1,800  jobs,  or  25% 
nonstore  work  forc« 
FRETTING.  Even  i 
l)est    of  times, 
change  is  difficult, 
these  are  hardly 
times  for  Southland' 
tered  by  the  sluj 
economy  and  stiff  q 


iunning  in  gooa  company. 

u  made  the  1992  Chemical  Bank  Corporate  Challenge 
International  Championship  a  success. 
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cal  Bank  Corporate  Challenge  Series  is  the  largest  corporate  running  series  in  the  world.  This  year  the  series  was  held  in  13  cities 
ally  with  over  120,000  participants  from  6,000  companies.  Chemical  Bank  salutes  its  corporate  sponsors. 
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OOME  OF  THE 
BIGGEST  BUSINESS 

DEALS  I  r4  America 
WERE  Closed  At 
Waldorf 


This  Morning. 

In  The  Metropolis  Of 
Capitalism.  On  The  Street 
Of  Dreams.  Big  Deals  Are 
Made  On  A  Daily  Basis.  Big 
Because  They're  Your  Deals. 
And  Because  Nobody  Does 
Business  Like  The  Waldorf 


301  PARK  AVENUE,  NEW  YORK.  NY  10022 
(212)  355-3000 


attractive  corporate  rates  AVAILABLE. 
FOR  RESERVATIONS  AND  INFORMATION. 
CALL  YOUR  PROFESSIONAL  TRAVEL  AGENT 
OR  1-800-HILTONS. 
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tition  from  gas  stations-f;^  ?«-conve- 
nience  stores  and  24-hour  supermarkets, 
Southland's  sales  at  stores  open  a  year 
or  more  have  been  sagging  since  1990 
(chart).  In  the  first  half  of  this  year, 
Southland's  operating  profit  fell  897s  to 
$5.4  million  on  $3.8  billion  in  sales.  Long- 
term  debt  is  still  a  hefty  $2.2  billion. 
Meanwhile,  competing  chains  are  carv- 
ing out  regional  bastions.  "It's  going  to 
be  very,  very  challenging  for  7-Eleven  to 
find  a  niche  that  will  be  comfortable  for 
them,"  says  Howard  B.  Stoeckel,  senior 
vice-president  of  marketing  at  rival 
Wawa  Food  Markets  in  Pennsylvania. 

Southland's  turnaround  depends  on 
winning  the  hearts  and  minds  of  its 
franchisees,  who  control  half  the  stores. 
But  many  remain  wary  of  a  corporation 
that  skimped  for  years  on  capital  spend- 
ing and  pursued  such  ill-fated  programs 
as  fast-food  service  and  movie  rentals. 
Some  fear  that  Southland's  latest 
changes  are  simply  a  smokescreen  for 
shifting  to  franchisees  some  costs  now 
shared  by  the  corporation.  "The  biggest 
problem  that  Southland  suffers  from 
right  now  is  a  lack  of  credibility  with  the 
franchisees,"  says  Gene  Villagrana,  a 
San  Diego  store  owner  and  president  of 
7-Eleven  Owners  for  Fair  Franchising,  a 
dissident  franchisee  group. 
'STONE  AGE.'  What  frightens  many  fran- 
chisees is  an  inventory-management  sys- 
tem adopted  from  Japan.  Called  Acceler- 
ated Inventory  Management  (.\LM),  the 
program  is  intended  to  cut  bloated  in- 
ventories and  boost  sales  by  giving  store 
managers  prompt,  precise  knowledge  of 
what  customers  are  buying.  Ito-Yokado 
says  a  similar  system,  fully  automated, 
is  key  to  its  success  in  Japan.  When  the 
system  is  fully  in  place,  each  store  will 
account  for  its  entire  inventory  of  2,400- 
plus  items  at  least  once  a  week. 

Sounds  smart.  Trouble  is,  computer- 
ized inventory  systems  won't  be  tested 
in  the  stores  for  at  least  a  year.  And  a 
full-blown  system  linking  stores  and 
headquarters  won't  be  installed  until 
1996  at  the  earliest.  Yet  Matthews  still 
wants  the  counting  done  every  week — 
by  hand.  Thanks  to  some  financial  incen- 
tives offered  by  Southland,  most  franchi- 
sees are  going  along  with  a  limited  ver- 
sion of  x\y[.  But  many  fear  that  as  the 
program  accelerates,  higher  labor  costs 
will  offset  any  added  sales,  or  that  sales- 
people intent  on  the  chore  will  ignore 
customers.  "It's  a  Stone  Age  approach 
to  a  problem,"  says  Ted  Poggi,  chairman 
of  the  national  franchisees'  coalition. 

Such  resistance  doesn'c  faze  Mat- 
thews, a  27-year  Southland  veteran  who 
started  in  the  legal  department  and 
worked  his  way  up  to  chief  financial  offi- 
cer before  the  company  filed  for  Chapter 
11.  Matthews  contends  that  Southland 


will  start  seeing  the  payoff  next} 
He  is  also  relying  on  the  pers| 
power  of  Southland's  experiment! 
about  50  company-owned  stores 
Austin  (Tex.)  area. 
LONG  CLIMB.  After  a  Japanese-in| 
makeover  last  summer,  the 
stores  have  brighter  lighting  and  I 
aisles,  as  well  as  the  new  inventor] 
tem.  Fear  not,  convenience-store  j 
Slurpees  and  Big  Gulps  are  still 
But  so  is  a  wider  range  of  pro| 
including  fruits,  vegetables,  and 
sandwiches.  Matthews  has  also 
duced  what  he  calls  "everyday  fai 
ing."  That  means  only  modest  prei 
over  supermarket  prices  for  g; 
items.  At  the  same  time,  beer  anc  k^t-; 
rettes  are  no  longer  heavily  disco 
Another  plus:  About  half  of  7-EI 
shoppers  in  Austin  are  now  wom( 
from  257,  thanks  to  ads  touting  s  \ni) 
new  offerings. 

The  Austin  experiment  has  pa 
with  same-store  sales  increases  of 
107.  A  market-bv-market  mak 


Many  franchisees  are 
resisting  the  changes,  fea 
they're  a  smokescreen  to 
some  costs  to  store  own 


should  cover  more  than  1,000  store 
year  as  part  of  a  $140  million  c 
spending  plan.  Still,  it  could  be 
more  years  before  the  entire 
meets  the  new  standard. 

A  few  franchisees  are  taking  a 
to  the  inventory  system.  Antho 
D'Ambrosio  is  trying  the  .\IM  proc 
his  New  Jersey  store.  At  first,  ' 
thought  this  was  crazy,"  he  say: 
then  he  began  learning  the  lesson 
warm  a  shopkeeper's  soul.  Comet 
good  seller,  for  example,  but  not 
Good  &  Plenty  candy  was  hot,  bu 
N'  Fruity  was  a  dud.  After  four  y 
declines,  he  says,  sales  have  been 
to  57  for  the  past  several  month: 

While  Matthews  tries  to  mars' 
support  of  franchisees,  Ito-Yokad^ 
ecutives  are  communicating  almos' 
with  Southland  management, 
landers  insist  their  Japanese 
aren't  forcing  changes  on  them 
didn't  have  the  answers  for  the| 
market,  but  they  did  have  the 
tions,"  says  James  W.  Keyes,  vie 
dent  for  finance  and  planning.  It'sj 
Southland  and  its  franchisees  to 
out  the  right  response. 

By  Wendy  Zellner  in  Dallas,  with 
Loivry  Miller  in  Tokyo 
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The  leading  chief  executives  of  European  enterprise 
will  convene  to  explore  the  bold  organizatioal  challenges  and  business  opportunities 
that  corporate  leadership  faces  in  this  defining  era  of  global  change. 


DIS'l  rNUtHSriED  SPKAKERS  INCLUtoEs 


Ma^GAKYLT  1:ha-XC\1'E.K,  Former  Prime  Minister,  United Kindom 
Etienne  D AVIGNON,  Chairman,  Socie'te  Generale  de  Belgique 
Hans-Dietrich  Genscher,  Former  German  Foreign  Minister  &  Vice  ChancelldV; 
"^.KH^rs:  Stockl,  Chairman.  AEG  AG 
Henry  Wendt,  Chairman.  SmithKline  Beecham 

November  5-6,  1992 
Hotel  George  V 
Paris 

.   .  ■  IN  ASSOCIATION  -wrrii: 

Gemini  Consulting  and  Sprint  International 

PUI!S:ENT|;|>  liV 


BusinesdMeek 

INSEAD 


information  about  corporate  sponsorship,  contact  William  H.  DeGraff  at  (212)312-6012. 


messaging: 

Networks  for  Universal  Connectivity 


COMMUNICATE  WHEN  AND  WHERE 
REQUIRED. 

Envision  a  t^lobal  network  so 
powerful  that  it  will  transform 
the  way  you  do  business,  empow- 
ering your  corporate  MIS  depart- 
ment with  a  mainframe,  your  road 
warrior  with  a  laptop.  Let  them 
connect  as  well  to  remote  branches, 
trading  partners  and  customers  as 
within  the  enterprise.  Send  and 
receive  mail  over  radio  waves.  Gone 
will  be  the  limitations  of  place, 
time,  equipment  or  media  and  in 
their  place  will  be  a  unified,  global 
network  that  meets  your  informa- 


tion needs  on  any  scale,  configura- 
tion, and  application.  Create  a  dis- 
tributed communications  network 
regardless  of  the  different  types 
of  computers  and  local  networks 
being  used.  From  the  palmtop  to 
the  mainframe,  from  Los  Angeles 
to  London,  this  coupling  of  people 
and  resources  encourages  faster  and 
better  decisions,  improving  prof- 
itability and  competitiveness. 
Information  within  the  reach  of 
people  who  need  it. ..when  they 
need  it.  Is  this  a  dream?  No,  it  is 
today's  messaging  solutions 
in  action. 


AN  RX  FOR  COMPETITION 

The  survival  of  modern  business 
depends  on  access  to  the  right 
information  at  the  right  time  t 
mobilize  organizational  response  tc 


It  I 
0 


customers,  competition,  and  oppor 
tunities.  The  current  trend  toward 
corporate  downsizing  and  moving 
staff  closer  to  the  customer  has 
resulted  in  global  enterprise  disper 
sion.  This  phenomenon  has  impact  f"'"' 
ed  computer  resources,  raising  the 
need  to  connect  millions  of  local  |[*^" 
computer  environments.  Accordinj 
to  Telecommunications  Magazine, 
more  than  60%  of  US  companies  a 
actively  engaged  in  interconnecting  '"i''' 
local  area  networks.  Even  more  are 
concerned  with  communication 
between  dissimilar  mainframes, 
minicomputers,  and  other  office  ' 
automation  vehicles. 

In  the  current  economy,  few 
businesses  have  the  means  to  build! 
and  maintain  such  networks.  But 
even  fewer  can  afford  obstacles  to 
information  flow,  whether  they  ste 
from  incompatible  applications, 
mainframes,  workstations  or  per- 
sonal computers.  Is  this  your  situa 
tion?  Now  you  can  look  to  public 
messaging  networks  to  provide  the 
necessary  people,  equipment,  and 
expertise.  Users  can  simply 
dial  into  the  messaging  service  to 
drop  off  and  pick  up  information. 
Received  messages  can  be  automat 
cally  distributed  on  a  customer 
scheduled  basis.  These  worldwide 
networks  extend  local  connectivity 
to  remote  locations,  quickly  and 
economically.  Electronic  mail  (E-  Ifisolati 
mail)  alone  is  often  the  justificatio  gmten 
for  messaging.  With  adherence  to  ffiuriica 
the  X.40{)  worldwide  standard, 
public  messaging  networks  proviciKIIIIKS 
a  common  transport  to  dissimilar  ptusto 
private  and  public  E-mail  systems luertinj 
around  the  world.  And  with  otherfeites 
advanced  messaging  services  such  ipani^ 
Electronic  Data  Interchange  (EDI  putersv 


iputero 


rvices,  and  telex,  they  pto- 
he  connectivity  for  a  truly 
I  business. 

;CTII\IG  YOUR  COMPUTER 
TMEI\IT 

ve  made  a  substantial  invest- 
snt  in  computers.  Now  the 
allenge  is  to  make  sure  that 
plications  running  on  these 
Iters  are  available  throughout 
terprise  without  making  per- 
serviceable  eqiupment  obso- 
'ublic  messaging  delivers, 
business  has  specific  needs 

messaging  solutions  can  be 
n  designed  to  meet.  You  can 
vhat  you  have  and  still  expand, 
ling  your  reach  with  global 
ging.  There  is  no  need  to  over- 
our  existing  computer  net- 
3r  equipment  to  deploy  inno- 

applications.  Today,  public 
ging  networks  connect  corpo- 


visions  that  acquired  different 
Iter  networks  over  a  period  of 
IVIessaging  networks  connect 
solated  islands  ot  information, 
internationally  recognized 
unications  standards. 

)RKS  THAT  DELIVER 

customers  profit  from  con- 
cting  to  AT&T  EasyLink 
rvices.  The  Stroh  Brewery 
any  combined  its  corporate 
iter  systems  with  our  messag- 


ing network  to  electronically  connect 
over  620  wholesalers,  remote  manu- 
facturing and  sales  offices  across  the 
country.  As  Karen  Muller,  Director 
of  Systems  Development,  says,  "Our 
mainframe  wholesaler  data  collection 
and  report  distribution  network  was 
revitalized  by  the  public  messaging 
network.  Now  our  wholesalers  send 
and  receive  sales  orders  and  invento- 
ry worksheets  all  electronically.  We 
provide  confirmations,  shipping 
dates,  and  calendars  of  events,  saving 
time  and  money."  Mike  Gallagher, 
Stroh 's  Director  of  Planning  and 
Special  Services,  agrees.  According 
to  him,  "Nationwide  electronic  mes- 
saging has  made  communications 
faster  and  more  accurate.  Before, 
telephone  operators  had  to  call 
wholesalers  at  prearranged  times  to 
get  the  orders.  Now  the  wholesalers 
send  the  orders  in  electronic  form, 
when  it  IS  convenient  for  them. 

We've  eliminated 
rekeying  and  other 
delays  in  the  col- 
lection of  informa- 
tion. We  are  more 
closely  connected 
to  our  most  impor- 
tant customers." 

For  Rabobank, 
a  $126  billion 
player  in  the  glob- 
al banking  busi- 
ness, the  use  of  a 
public  messaging 
network  has  resulted  in  a  fourfold 
decrease  in  the  time  needed  to  pro- 
cess a  credit  application.  As  Edward 
DeRosa,  Vice  President  and  MIS 
Director  states,  "Credit  applications 
are  the  backbone  of  our  business. 
Formerly,  it  took  a  minimum  of  four 
days  turnaround  time  to  process  and 
approve  an  application,  using  a  com- 
bination of  courier  services,  tele- 
phone, and  fax  transmission  to  and 
from  headquarters  in  Holland.  Now 
It  takes  one  day  or  less." 


AT&T  EASYLINK  SERVICES 

AT&T  EasyLink  Services  provides 
service  to  over  160  countries  as  well 
as  sales  and  support  offices  in  three 
dozen  countries.  As  the  largest  pub- 


lic E-mail  network  in  the  US,  we 
also  offer  an  array  of  electronic  mes- 
saging services  on  the  market.  Our 
customers  can  communicate  with 
virtually  anyone  in  the  world  by 
means  of  a  rich  set  of  delivery 
options-E-mail,  X.400,  EDI,  fax, 
telex,  and  US  Postal  delivery.  Sub- 
scribers can  send  standard  text  mes- 
sages as  well  as  graphics  and  spread- 
sheets. With  our  Microsoft  LAN  E- 
mail  interface,  they  go  seamlessly 
from  palmtop  to  laptop  over  LAN, 
mini  and  mainframe  computer  net- 
works. And  if  necessary,  our  world 
renowned  AT&T  Bell  Laboratories 
engineering  staff  can  custom  engi- 
neer the  AT&T  EasyLink  Service  net- 
work to  your  business.  We  will  help 
provide  the  right  messaging  solution 
at  the  right  time  for  your  increased 
productivity  and  profitability. 


AT&T 

EasyLink  Services 

-800-242-6005  Dept.  6343 


Government 


CAMPAiSNI 


THE  YEAR  OF  THE  WOMAN 
—REALLY 


A  phalanx  of  female  candidates  is  marcliing  toward  Congress 


This  is  the  year  of 
the  outsider.  And 
women — the  peren- 
nial outsiders — seem 
ready  to  cash  in. In  Penn- 
sylvania and  Washington 
State,  for  example,  un- 
known Democrats  Lynn 
Yeakel  and  Patty  Murray 
have  burst  from  the  polit- 
ical boonies  to  win  Senate 
nominations — and  good 
shots  at  seats  in  that  al- 
most-all-male club. 

Attention  paid  to  new- 
comers, however,  misses 
the  real  story  of  women's 
entry  into  the  political 
big  time.  Karen  Thur- 
man's  climb  is  far  more 
typical.  In  1974,  this  24- 
year-old  teacher  became 
the  youngest  member  of 
the  city  council  in  the 
central  Florida  town  of 
Dunnellon.  Elected  may- 
or, she  then  moved  to  the 
state  senate  in  1982. 
There,  Thurman  headed 
the  panel  that  redrew  the 
state's  congressional  lines.  Not  surpris- 
ingly, the  moderate  Democrat  is  the  fa- 
voi'ite  in  a  new  district  she  helped  to 
ci-eate.  Anfl  Thurman  is  confident  her 
experience  will  allow  her  to  get  things 
done  in  Washington.  "I  should  be  able  to 
hit  the  ground  ruiming  after  the  elec- 
tion," she  says. 

OUTRAGE.  Thurman  is  typical  of 
the  10(1  women  vying  to  join  the 
27  n<:iw  serving  in  the  House. 


CALIFORNIA'S  GARAMENDI  SAYS  MALE-RUN  COMMITTEES  DISMISS  HER  QUICKLY 


And  she  helps  explain  why  the 
"year  of  the  woman,"  so  often 
heralded  with  such  disappointing 
results  in  the  past,  may  finally  be  a  real- 
ity. In  recent  decades,  thousands  of 
women  have  worked  their  way  up  the 
political  ladder  and  now  have  the  creden- 
tials to  be  credible  candidates  for  nation- 
al offices.  In  1971,  only  362  women 
served  in  state  legislatures.  The  number 
zoomed  to  908  in  1981  and  to  1,374  today. 
Hundreds  more  are  on  school  boards 
and  city  councils. 
This  crop  of  jjoliticians  comes  of  age 


at  an  opportune  time.  Most  of  the  atten- 
tion has  focused  on  the  11  female  Senate 
candidates,  3  of  whom — Democrats  Car- 
ol Moseley  Braun  in  Illinois  and  Dianne 
Feinstein  and  Barbara  Boxer  in  Califor- 
nia— are  ahead  of  their  male  opponents. 
But  there's  far  more  going  on  in  House 
races.  Redistricting,  retirements,  and 
other  factors  have  created  a  rec- 
ord 86  open  seats. 

And  anti-incumbent  feeling 
has  given  a  lift  to  women  of  all 
stripes.  In  Texas,  pro-life  Repub- 
lican Donna  Peterson  is  con- 
trasting her  Christian  conservatism  with 
what  she  portrays  as  Democratic  Repre- 
sentative Charles  Wilson's  check-bounc- 
ing, bar-hopping  past.  And  Janet  Gastil, 
a  pro-choice  former  school-board  mem- 
ber from  a  San  Diego  suburb,  is  trying 
to  capitalize  on  the  anger  over  Represen- 
tative Duncan  L.  Hunter's  399  bounced 
House  Bank  checks.  In  1990,  Hunter  ran 
unopposed.  This  year,  his  heavily  Repub- 
lican district  is  up  for  grabs.  Explains 
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Gastil:  "We're  the  is 
mate  outsiders.  We*"'' ' 
corrupted  by  Wash: 
politics." 

What's  more,  wr 
end  of  the  cold 
women — tradition; 
viewed  as  weak 
tional  security — art 
iting  from  the  p 
emphasis  on  domes 
sues.  Pollsters  sa  -tar 
male  candidates  ar  ^1- 
ceived  as  more  isj^Mi 
with  the  problems 
1990s.  "I've  gone 
PTA  meetings  and 
ball  games  and  sb  i  seir 
the  lines  in  the  sup(  inteii 
kets,"  says  Den  litj; 
Marjorie  Margolies 
vinsky,  who  has  v 
three  books,  run  £ 
munications  bus 
raised  1 1  childreif mier 
now  has  a  decent 
of  winning  a  Housficts..^ 
from  suburban  PI  iiil!'' 
phia.  "I  understar  uyw 
way  things  are." 
But  a  good  resume  alone  doesn' 
life  easy  for  female  candidates, 
raising,  in  particular,  remains  a  pr 
Patricia  Garamendi,  a  Democrat  n 

for  an  open  seat  in  California's  Sa  [ 

quin  Valley,  is  well-known.  Shi  yean 
twice  sought  office — and  lost — anc  m  ars 
tive  in  local  and  state  affairs.  Hetaleelec 
band,  John,  is  the  state  insuranci 
missioner.  But  Garamendi  says  mi  e 
political-action  committees  dismis  len 
quickly  during  interviews.  She 
"The  last  question  always  is:  'Whlnfluenfj 
you  do  about  your  children?'  Haviis 
year-old  daughter  gives  them  an 
to  turn  me  down." 


ftt 


Many  groups  across  the  politica  isinj 


Evers 


"inpar 
tsecuti' 


trum  are,  however,  now  helping  y 
compete.  "I  opened  my  campai| 
count  with  a  .$1,000  check  fro: 
Women's  Campaign  Fund,'"  Gar^  ipppj 
says.  She  also  gets  money  from  E  m 
List,  which  funnels  funds  to  th  tosij 
choice  Democratic  women  it  think 
the  best  chance  to  win.  In  1990, 
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million.  This  year, 
twice  that. 
)of  of  how  far  fe- 
'ice-seekers  have 
be  found  in  a  San 
strict,  where  two 
'  women  are  facing 
)crat  Lynn  Schenk, 
nmissioner  and  top 
I  former  Governor 
own's  administra- 
nning  against  neo- 
iy  Jarvis,  a  regis- 
se.  Jarvis  contends 
nk's  stellar  creden- 
e  her  in  the  old 
3.  "People  see  her 
f  the  same,"  Jarvis 
Schenk,  however, 
at  she  has  the  best 
/orlds — the  experience  her  op- 
;ks  and  a  reputation  for  stand- 
)  entrenched  powers.  For  in- 
le  forced  the  Port  Commission 
L3  million  of  the  $20  million  it 
to  spend  to  promote  last 
America's  Cup  races. 
ITY.'  The  distance  women  have 
;an  also  be  measured  in  Jack- 
Fla.  There,  two  decades  ago, 
mgblood  had  the  temerity  to 
st  a  man  in  a  local  election  for 
service  board.  Her  children 
ited  at  school.  "Your  mama  is 
:y,"  Youngblood  remembers 
=  told.  "She's  trying  to  show 
en."  Today,  the  city  employee 
;he  thought  that  Jacksonville 
ect  two  women.  Republican 
wler  and  Democrat  Corrine 
)  represent  its  two  congressio- 
:ts.  Asks  Youngblood:  "Isn't  it 
1?" 

ways.  Brown  and  Fowler  rep- 
men's  bipartisan  progress.  One 


FLORIDA'S  FOWLER  CAMPAIGNS  AT  A  JACKSONVILLE  SUPERMARKET 


is  black,  one  is  white.  One  liberal,  the 
other  conservative.  But  one  element 
binds  them  together:  They  are  well- 
known  figures  who  have  earned  their 
stripes  in  local  political  wars.  Brown  is  a 
10-year  veteran  of  the  Florida  legisla- 
ture, a  longtime  educator,  and  an  anti- 
drug crusader.  Fowler,  the  first  woman 
and  the  first  Republican  to  serve  as 
president  of  the  Jacksonville  City  Coun- 
cil, is  a  lawyer,  a  former  White  House 
and  congressional  aide.  Junior  League 
president,  and  chairman  of  the  Florida 
Endowment  for  the  Humanities. 
Fowler's  Democratic  opponent,  former 
Judge  Mattox  S.  Hair,  worries  that  some 
voters  will  back  his  opponent  simply  be- 
cause of  her  gender.  "Being  a  woman  is 
helpful  to  her,"  concedes  Hair,  who  has 
been  playing  up  his  military  service. 
"There's  nothing  I  can  do  about  it  physi- 
cally. All  I  can  do  is  run  the  kind  of  race 
Lve  always  run  before." 

Still,  many  women  who  run  for  office 
face  a  great  deal  of  skepticism.  "When  I 


got  in,  people  told  me  I 
couldn't  win,"  .says  Blanche 
Lambert,  a  former  congres- 
sional aide  who  ousted  her 
ex-boss.  Representative  Bill 
Alexander  (D-Ark.),  in  a 
stunning  primary  upset. 
And  a  former  state  Demo- 
cratic Party  chairman  sug- 
gested to  Yeakel,  the  Demo- 
cratic Senate  nominee  in 
Pennsylvania,  that  her  ma- 
jor qualification  for  office 
was  her  breasts. 

Even  if  most  of  the  fe- 
male House  candidates  win, 
women  will  remain  a  distinct 
minority  on  Capitol  Hill.  But 
by  increasing  their  numbers 
on  powerful  committees 
such  as  Appropriations  (it  now  has  3 
women  among  59  members)  and  Ways  & 
Means  (2  out  of  36),  women  could  apply 
pressure  to  create  tax  breaks  for  child 
care  and  to  increase  research  for  breast 
cancer  and  heart  disease. 

And  a  large  group  of  new  women 
would  increase  the  likelihood  of  passing 
family-leave  and  abortion-rights  legisla- 
tion. "Women  will  form  the  largest, 
most  cohesive  bloc  in  the  new  Con- 
gress," says  Ann  F.  Lewis,  a  Democratic 
consultant.  Mezvinsky  of  Pennsylvania 
predicts  that  most  of  the  new  women 
will  be  consensus-builders  out  to  get 
things  done,  not  score  political  points. 
"We  are  interested  in  initiating  pro- 
grams to  help  families  like  ours,  not  to 
get  reelected,"  she  says.  A  taste  of  life 
by  the  Potomac  could  change  that — but 
maybe  not.  As  candidate  Brown  of  Jack- 
sonville says:  "Washington  is  never  go- 
ing to  be  the  same  again." 

By  Richard  S.  Dunham  in  Jackson rillc. 
Fla..  and  Susan  B.  Garland  in  San  Dicgu 


THE  HAND  THAT  ROCKS  THE  CRADLE  PULLS  THE  LEVER 


year  when  record  numbers  of 
en  are  running  for  office,  the 
le  electorate  could  make  histo- 
Ever  since  1980,  a  greater  per- 
of  eligible  women  have  voted 
n.  And  this  year,  a  concerted 

0  increase  their  participation 
fluence  election  outcomes. 

the  idea  behind  The  Deciding 
nonpartisan  effort  mounted  by 
executives  at  media  outlets  and 
ng  agencies  to  persuade  wom- 

1  to  the  polls.  As  a  public  ser- 
eral  ad  firms,  TV  and  radio  net- 
and  25  major  magazines  and 
ters  are  producing  and  running 
•th  more  than  $3  million.  "If 
)men  voted,  they  could  change 
ion,"  says  Marceila  Rosen,  ex- 


ecutive vice-president  at  N.  W.  Ayer 
Inc.,  who  came  up  with  the  scheme. 
RECRUITMENT.  Meanwhile,  retailers  and 
service  businesses  with  a  heavily  fe- 
male clientele  have  developed  election 
fever.  In  New  York,  the  League  of 
Women  Voters  registered  700  new  vot- 
ers over  several  days  at  two  Lord  & 
Taylor  stores.  League  volunteers  also 
signed  up  parents  at  most  of  the  coun- 


In  1988,  56%  of  American 

men  (47  million)  and 
58%  of  women  (53  million) 
went  to  the  polls 


try's  1,200  Kinder-Care  Learning  Cen- 
ters. Employees  at  the  Body  Shop's  106 
cosmetic  stores  were  deputized  by 
state  governments  to  register  voters — 
and  they  signed  up  32,000  new  ones. 
Bloomingdale's  and  New  Womcm  mag- 
azine have  co-sponsored  fashion  shows 
that  include  a  plug  for  voting. 

The  result  of  these  efforts  could  be  a 
widening  of  women's  already-impres- 
sive edge  in  the  electorate.  In  1988, 
567c  of  American  men  (47  million)  and 
58''c  of  women  (53  million)  went  to  the 
polls.  A  surge  in  new  female  voters 
could  make  the  difference — in  those 
races  where  women  and  men  differ  sig- 
nificantly in  their  views.  That  could  be 
very  bad  news  for  George  Bush. 

By  Susan  B.  Garland  in  Washington 
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The  first  U.S.  college  economics 


McConnell  &  Brue:  "Economics,"  Russian  language  edition 


2 

The  first  computer  software 


for  attorneys  and  accountants 


that  calculates  and  prepares 
Federal  Estate  Tax  Returns.   I 


Shepard's  Federal  Estate  Tax  Software 


At  McGraw-HiIl,being  first 
is  almost  second  nature. 


le  first  satellite-delivered 
ice  and  news  system 


9^ 


lored  to  the  $100-billion 
tural  gas  industry. 


il  Gas  Alert 
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e  first  worldwide 
rurities  identification  system 
CD-ROM  laser  disk. 
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EDITED  BY  AMY  DUNKIN 

TAKING 
OUT  OF 


A  BITE 

RESTAURANT  BILLS 


James  Abernathy  heads  a 
financial  public-relations 
firm  with  such  well- 
heeled  clients  as  Volvo  and 
Avon.  Still,  he  winced  as  he 
started  to  sign  the  $100  busi- 
ness-lunch tab  at  a  posh  res- 
taurant near  his  Manhattan 
office.  "Wait,  see  if  they  take 
this,"  said  his  guest,  holding 
out  a  silver-gray  card.  "If 
they  do,  the  bill  is  only  $75." 

Luckily,  the  waiter  blithely 
accepted  the  plastic — one  of 
several  discount  cards  used 
l)y  more  than  200,000  budget- 
wise  executives  and  profes- 
sionals. Capitalizing  on  the 
sluggish  economy  that  has 
crimped  the  restaurant  busi- 
ness, three  major  players — 
Transmedia,  IGT  (for  In  Good 
Taste),  and  Entertainment 
Publications — offer  cards  that 
can  trim  your  dining-out  bills. 
And  they've  launched  a  trend. 
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In  some  markets,  restaurants 
and  merchants  provide  dis- 
counts to  users  of  credit  cards 
issued  by  local  banks.  Even 
The  New  York  Times  offers 
new  subscribers  a  card  that 
gets  157'  off  at  several  hun- 
dred restaurants  and  stores. 

The  big  three  all  let  you 
save  257'  on  a  restaurant  tab, 
exclusive  of  tax  and  tip.  But 
the  similarities  end  there. 


Both  Transmedia  and  I(;t 
charge  a  fee  of  $50  a  year  and 
have  about  1,400  restaurants 
nationwide,  primarily  concen- 
trated in  major  metropolitan 
areas.  The  Entertainment 
card  comes  with  a  410-page 
restaurant  directory  that 
costs  $33.  The  publisher  also 
sells  local  editions  in  100  mar- 
kets, with  names  such  as  En- 
tertainmenf   '93  Chicago. 


THE  DINING  DEALMAKERS 


Company         Annual  fee 

Billing 

Restaurants 

ENTERTAINMENT 
PUBLICATIONS 

800  374-4464 

$33 

Restaurant 
takes  25%  off 
check 

50  cities  in  U.S.  and 
Canada,  plus  London 

IN  GOOD  TASTE 

800  444-8872 

$50* 

Separate 
monthly  bill,  to 
be  paid  in  full 

New  York  tri-state  area, 
California,  Florida, 
other  markets 

TRANSMEDIA 

800  422-5090 

$50* 

Visa,  Discover, 
MasterCard 

New  York  tri-state  area, 
Florida,  Chicago,  others 

*Fee  may  be  waived  for  first  year 


DATA:  BW  — 


They're  marketed  for 
$50  by  nonprofit  grou{  ?.  for 

Transmedia's  card  i 
at  restaurants  only 
IGT's  can  produce  savi 
theater  and  airline  tick 
tel  rooms,  parking,  cl 
and  even  window-tintii 
tertainment's  director; 
hotels  that  offer  ha 
rooms  to  cardholders. 
QUICK  CHANGE.  There 
ferences  in  billing,  too 
you  present  a  Tram 
card,  the  tab  appears  ( 
Discover,  MasterCard, 
statement,  with  a  257' 
indicated.  IGT  bills  direc 
wants  the  balance  in  fi 
month.  With  an  Ent  U 
ment  card,  the  res^  (i 
takes  the  discount  off 
and  you  pay  with  cas 
standard  credit  card. 

If  there  is  a  probi 
'  irdholders,  it's  that  S( 
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nts  on  the  list  may 
•  the  discount  card. 
Transmedia  and  IGT 
-s  get  updated  hsts 
urants  every  few 
the  situation  can 
'ernight. 

because  the  25'a  dis- 
based  on  complex 
;-angements.  To  add 
;taurant  roster,  IGT 
srs  who  need  cash  or 
;  to  agree  to  serve 
rs  food  worth,  for 
$2,000   at  menu 
I  exchange  for  the 
called  2,000  credits, 
s    the  restaurant 


$1,000— $500  in  cash  and  an 
equal  amount  in  newspaper  or 
radio  advertising.  When  pa- 
trons receive  IGT's  bill  for  a 
$100  meal  (100  credits),  they 
deduct  and  pay  $75. 
CAVIAR  AND  RIBS,  f  ransmedia 
operates  similarly  but  pro- 
vides only  cash  to  the  restau- 
rant. Like  IGT,  it  deducts  the 
used-up  credits  as  the  card- 
holders' bills  come  in.  When 
the  sum  reaches  zero,  a  res- 
taurant can  stop  accepting  the 
cards  or  renew  its  deal.  From 
a  restaurateur's  standpoint, 
says  Rick  Roth,  president  of 
IGT,  the  arrangement  works 


out  nicely  because  the  actual 
cost  of  the  food  is  33%  to  407' 
of  the  menu  price. 

But  is  a  restaurant  that 
cuts  prices  by  257'  a  place 
you'd  want  to  patronize? 
"There  are  times  when  any 
restaurant  can  use  more  busi- 
ness," says  Roth.  The  compa- 
ny's roster  for  Los  Angeles, 
for  example,  includes  every- 
thing from  the  touristy  Tony 
Roma's  chain,  which  special- 
izes in  spareribs,  to  the  pricey 
Diaghilev,  which  serves 
French-Russian  cuisine.  And 
in  Manhattan,  Transmedia's 
current  list  includes  the  Ed- 


ward Moran  Bar  &  Grill  in 
the  financial  district,  Nosmo 
King  in  SoHo,  and  the  expen- 
sive Sign  of  the  Dove  uptown. 
There  are  also  scores  of  bars 
and  pubs,  trendy  cafes,  inex- 
pensive pizza  places,  and  eth- 
nic eateries. 

In  these  tight  times,  both 
new  and  established  restau- 
rants are  counting  on  the  dis- 
count cards  to  bring  in  new 
customers  or  hold  on  to  exist- 
ing ones.  Some  restaurants 
even  accept  both  the  IGT  and 
the  Transmedia  card,  though 
you  can  only  use  one  at  a 
time.  D(yn  Dunn 


Banking 

E  THAN  A  CASH  MACHINE: 
FOR  THE  JET  SET 


re  transfixed  by  a 
ture  in  the  in-flight 
.gazine.  It's  the  car 
■earns,  and  you  must 
jet's  take  a  look  at 
;rary:  Hmmm,  you 
5-minute  layover  in 
1.  Maybe  you  can 

financing  there, 
ling.  At  PNC's  com- 

finance  center  in 
1  International  Air- 
V  terminal,  you  can 
it  a  machine,  talk  by 
a  rep  whose  picture 
L  a  television  screen, 
■  for  a  car  loan  on 

You  can  also  buy 
stocks,  cash  checks, 
tie  latest  news  from 
;ial  markets — not  to 
/ithdraw  money. 
C  center  represents 
ite  in  rem.ote  bank- 
es — and  makes  mere 
ensers  resemble 
lies.  Bank  analysts 
sophisticated  remote 
re  likely  to  spread 
e  country. 

CONTROL.  Personal 
Assistant  in  Char- 
C,  which  sold  the 
cuit  TV  system  to 
veloping  it  for  other 
eluding  Bank  One, 
Imperial,  Nations- 
relays  Bank,  ITT  Fi- 
nd Hughes  Aircraft 
5S  Federal  Credit 
lich  has  plans  to  lo- 


cate remotes  in  factories. 

In  the  meantime,  many  in- 
stitutions are  expanding  the 
ATM  networks  they  have  spent 
the  past  two  decades  putting 
into  place.  SeaFirst  ATMs  in 
Seattle,  for  example,  provide 
stamps  charged  to  your  ac- 
count. Los  Angeles-based 
First  Interstate  Bancorp  dis- 
penses grocery  coupons  at 
Texas  supermarkets  and  casi- 
no coupons  at  Nevada 
branches.  Huntington  Banc- 
shares  in  Columbus,  Ohio,  is 
about  to  test  an  ATM  that  lets 
customers  videoconference 
live  with  a  banker. 

With  the  new  technology, 
banks  follow  customers,  rath- 
er than  wait  for  customers  to 
come  to  them.  "We  look  to 
have  these  machines  all  over 
the  place,"  says  Walt 
McDanel,  vice-president  for 
sales  at  PNC  Security,  invest- 
ment arm  of  the  PNC  holding 
company  that  includes  Pitts- 
burgh National  Bank  and  oth- 
ers in  Philadelphia,  Ohio, 
and  elsewhere. 

PNC's  airport  branch, 
open  from  7  a.m.  to  7 
p.m.,  Sunday  to  Fri- 
day, and  9  a.m.  to  5 
p.m.  on  Saturdays,  is 
a  bright  alcove  with 
television  monitors 
beaming  information 
and  a  flashing  stock 
ticker.  Attendants  are 


on  hand  to  help  customers  use 
the  machines. 

Here's  how  they  work.  To 
apply  for  a  loan  or  credit  card 
or  open  a  brokerage  account, 
you  sit  in  a  booth  with  a 
phone  and  TV  monitor  that 
flashes  a  still  photo  and  the 
name  of  your  banker.  After 
you  pick  up  the  receiver  and 
press  a  button  to  indicate  the 
service  you  want,  the  banker 
greets  you  on  the  line  and  re- 
places the  picture  with  the  ap- 
propriate form.  As  you  an- 
swer cjuestions,  he  or  she 
types  them  in. 

When  you're  done,  your 
completed  application  comes 
out  from  a  slot  underneath 
the  terminal.  You  then  sign  it 
and  hand  it  to  the  attendant 
on  duty.  Loan  approvals  take 
about  two  hours. 

If  you   want  to  trade 
stocks,  your  application  for 
PNC  Financial  takes  about 
15  minutes  to  be  processed. 
While  you're  waiting,  you  can 
punch  into  a  computer  that 
gives   you   everything  from 
current  stock  prices  to  recent 
news  stories  on  a  company. 
Once  your  account  is  set 
up,  you  pick  up  a  phone 


and  place  your  order  with  a 
broker  working  out  of  Phila- 
delphia. With  technology  such 
as  this,  traditional  bank 
branches  may  one  day  be 
obsolete.  Stephen  Baker 
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Gadgets 

WHERE  AM  I? 
ASK  A 
SATELLITE 


Over  the  past  15  years, 
the  Pentagon  has 
spent  more  than  $3 
bilHon  to  develop  and  launch 
satellites  that  can  help  sol- 
diers pinpoint  their  location 
anywhere  in  the  world.  Now, 
the  same  technology,  known 
as  a  global  positioning  sys- 
tem, is  becoming  affordable 
for  everyone  from  private  pi- 
lots to  boaters  and  hikers. 

When  the  first  generation 
of  these  electronic  whizzes  hit 
the  market  several  years  ago, 
they  were  bulky  and  cost  as 
much  as  $10,000.  So  generally, 
they  were  toys  for  well-heeled 
owners  of  yachts  or  corporate 
aircraft.  But  the  new  versions 
are  roughly  paperback-size 
and  retail  for  about  $1,000. 

The  major  players  in  the 
$100  million  market  include 


Motorola,  which  is 
introducing  its  $1,295 
Traxar  this  month, 
and  Sony,  which 
launched  its  $1,195 
Pyxis  last  summer. 
There's  also  Garmin 
International  in  Len- 
exa,  Kan.,  and  Trim- 
ble Navigation  in 
Austin,  Tex.,  which 
sell  sleek  versions 
that  are  aimed  at 
aviation  and  boating 
enthusiasts. 

All  the  handheld 
devices  work  the 
same  way.  The  unit 
locks  onto  any  satel- 
lites within  its  range. 
Then  it  calculates 
your  longitude  and 
latitude,  usually  to 
within  25  meters.  It 
can  also  determine 
the  speed  at  which 
you're  moving,  the  direction 
to  reach  a  destination,  and 
how  long  it  will  take  to  get 
there.  When  all  24  satellites 
are  in  orbit  late  next  year 
(only  18  are  aloft  now),  they 
will  be  able  to  provide  infor- 
mation  about   altitude  as 


HEADS  UP:  AIMING  FOR  WEEKEND  PILOTS  AND  BOATERS 


well — a  useful  feature  for 
mountain  climbers  and  pilots. 

Most  of  the  new  receivers 
can  be  hooked  up  to  a  laptop 
computer.  That  way,  you  can 
watch  your  progress  on  a 
scrolling  map  that  appears  on 
your  screen.   Mentor  Plus 


Software  in  ii 
Ore.,  makes 
gram  for  IBt 
patible  and 
tosh  com] 
called  Flit 
which  shows 
plane's  changi 
sition.  A  versk 
covers  all  of 
America  cost 
and  a  worldwi 
goes  for  $995. 

In  the  f 
you'll  probat 
able  to  get  the 
ing-map  featu 
the  GPS  unit  in 
gle  package, 
ler  and  Gener 
tors  are  look 
installing  such 
tem  as  an  op 
future  car  rr 
What's  more, 
will  surely  pi 
as  sales  and  productic 
ume  increase.  Analyst 
diet  prices  of  the  bas 
will  drop  to  $.500  by  the 
1993.  That's  more  exf 
than  a  sextant,  but  th 
all  the  extra  infori 
you'll  get.  Mark 


A lot  of  stock-market 
bears  are  coming  out  of 
hibernation,  but  cool-headed 
investors  may  be  able  to 
turn  this  volatile  season  to 
their  advantage.  The  trick  is 
searching  out  companies 
whose  shares  have  taken  a 
price  beating  but  that  pay 
higher-than-average  divi- 
dends. Several  pros  say  se- 
lective buying  of  high-yield 
stocks  now  can  put  you 
ahead  when  the  correction 
has  run  its  course. 

High  dividends  usually 
characterize  value 
stocks,  but  when  a  mar- 
ket slump  is  broad 
enough,  even  growth 
stocks  and  blue  chips 
may  sport  attractive 
yields.  Geraldine  Weiss, 
editor  of  In  vestment 
Qualify  Trends,  uses 
dividends  to  spot  bar- 
gains in  a  nervous  mar- 
ket: "We  identify  an  un- 
dervalued situation  by 
relatively  high  dividend 
yield,  based  on  the  histo- 
ry of  a  particular  stock." 


Smart  Money 

HIDDEN  VALUE  MAY  LURK 
IN  DIVIDEND  STOCKS 


For  example,  IBM  is  paying  a 
dividend  of  $4.84,  and  its 
stock  is  down  to  78%.  Its 
6.1%  yield  compares  with  an 
average  of  S.VA  for  the  S&P 
500 — and  with  one-year  Trea- 
sury-bill rates  of  about  the 
same.  Says  Weiss:  "You  can 


PLAYING  THE 
HIGH-YIELD  GAME 


Stock  Dividend 

yield  Oct. 

Price 

13,  1992 

52-weel< 
high 

TEXAS 
UTILITIES 

7.41% 

41 

43% 

NORTHEAST 
UTILITIES 

6.77 

26 

26% 

IBM 

6.15 

783/4 

101% 

UPJOHN 

4.70 

31V2 

45% 

SYNTEX 

4.00 

26 

56 

DATA;  BRIDGE  INFORMATION  SYSTEMS  INC 


get  better  than  &/<  for  a  cou- 
ple of  years — then  the  com- 
pany will  earn  money  again." 
ENERGY  FIELD.  She  also  cites 
several  drug  stocks  whose 
yields  are  unusually  high  for 
what  is  traditionally  consid- 
ered a  growth  sector:  Bris- 
tol-Myers Squibb,  Up- 
john, and  Syntex  are 
among  them.  Paying  a 
dividend  of  $2.76  and 
trading  at  63%,  Bristol- 
Myers  Squibb  yields 
4A7'. 

Predictably,  a  lot  of 
utilities  are  on  yield- 
watchers'  buy  lists.  Such 
companies  pay  high  divi- 
dends because  they  don't 
need  to  invest  much  capi- 
tal to  keep  their  mature 
businesses  growing.  Ar- 
nold Kaufman,  editor  of 


Standard  &  Poor's  The 
look,  identifies  stocks 
yield  more  than  3.57^,  h 
long-term  debt  ratio  o: 
than  50v<,  and  get  hig. 
quality  rankings.  Not 
prisingly,  the  highest 
on  the  list  belong  to  K 
City  Power  &  Light 
trading  at  22%)  and 
ington  Energy  (6.7%,  tr 
at  21).  To  those  picks, 
would  add  Atlantic  E; 
(6.6%,  trading  at  23). 

Even  the  value-stocJ 
vens  don't  recommend 
you  go  on  a  buying 
Technical  analyst  Berni 
Murphy  thinks  inve 
should  take  some  profit 
ing  market  rises,  so  the 
have  cash  in  hand  to  gi 
gain-hunting  when  { 
bottom  out.  But  she  be 
that  high-dividend  stocl 
remain  popular  among 
vidual  investors  for 
time.  Lucrative  yields 
stop  the  slings  and  arrc 
an  October  stock  marke 
they  can  help  to  offset 
anxiety.  Joan  H 
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PERSONA 


Why  Spend 
A  Big  Chunk  Of  Your 

Meeting  Budget  Just 
Getting  Your  People 
To  The  Meeting? 


$14Q  Per  Room 


Wky  fly  to  your  next  Lusiness  meet 
ing  wken  you  can  drive  to  Tke 
Del?  It^  s  just  a  skort  ride  from 
most  of  soutkern  California, 
and  we're  now  offering  a 
value-added  meeting  pack- 
age tkat  s  sure  to  satisfy  your   nmm  m 
attendees  as  well  as  your  bud- 
get. Along  witk  distinctive 
accommodations  and  propor- 
tionate meeting  space,  you'll  kave 


at  kand  tl  le  amenities  and  services 
tkat  nave  ma  de  Tke  Del  tke 
ckoice  of  corporate  keads  as 
well  as  Heads  of  State.  To  dis- 
cuss tke  needs  of  your  next 
meeting,  please  call  us  at 

1-800-75  THE  DEL. 
^OTELI 

/odeO 

(jORQNADO 

CMnlt,,,,, .  \  h/cUg  Ro,m,„cc  \\",tl,  TL  Paafw 


1500  Orange  Avenue,  Coronado,  CA  92118 
Phone:  619-622-8011    Fax:  619-522-8239 
Also  visit  Tile  Racquet  Cluli  Resort  in  Palm  Springs  (a  Hotel  del  Coronado  resort). 

mi,  siiijlf  or  Joulile,  25  rooiii-nii:lil  iiiijiriiiuni,  mi-vluis  *|ijit  injuje.l.  Ofli-r  kiseJ  on  availaliilily  anj  expires  laiiuarv  3 
Nol  valul  in  LOiijuiicUon  Willi  oilier  offers,  Ailvanee  resfrvalions  required. 


Certain  amenities  are  expected  from 
a  hotel.  Others  come  as  a  very  welcome 
surprise.  The  Pinnacle  Suites  at  the  RIHGA 


Royal  Hotel,  for  example,  offer  a  cell 
phone  and  fax  machine,  each 
with  its  own  private  line.  Calls 
to  your  suite  forward  to  your  cellular 
phone  then  to  our  hotel  operator. 
So  you  never  miss  a  message. 

To  let  your  associates  know 
your  address,  phone  and  fax  numbers, 

we  also  provide  you  with 
personalized  business  cards. 
And  tor  your  convenience,  check-in 
and  check-out  are  arranged  from  the  comfort 


of  your  suite  which  features  a  bedroom  and 
living  room  separated  by  mirrored  French 
doors,  as  well  as  a  large  marble  bath  with  sep- 
arate tub  and  shower. 

From  our  intimate 
piano  lounge  to  our  private  health  club, 
the  RIHGA  Royal  is  designed  to  make  you 
forget  you  are  staying  at  a  hotel  at  all.  So 
if  you  place  a  higher  value  on  perform.ance 
than  on  pretense,  now  you  have  a  hotel 
to  call  vour  own. 


RIHGA  ROYAL  HOTELd 
NEW  YORK 


151    West    S-ith  Street,  New  Y  o  r  1^ ,  New   York    10019  Toll  Free:  8  0  0  -  9  3  7  -  5  4  5  4 
(USA  &  Canada)  RIHCA-Royal  International  Hotel  Croup  Associates 
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DIRECTORY 


Business  Week  is  proud  to  present  its  annual  regional 
Executive  Education/MBA  Directory.  The  following 
pages  contain  a  listing  of  various  Executive  Education 
Programs,  tailored  specifically  to  the  needs  of  active 
executives  who  wish  to  continue  their  education  with- 
out slowing  down  their  careers.  For  more  information 
on  the  programs  in  this  directory,  please  contact  the 
school  or  organization  listed  in  the  ad. 


Executive  Management  Program  at  The  Peter  F, 
. :  Graduate  Management  Center  offers  five  program 
opiions:  ttiree  at  ttie  masters  level  (Certificate,  MA  in 
Management,  Executive  MBA)  and  two  at  the  post-masters 
level  (Advanced  Executive  MBA  and  PhD  in  Executive 
Management).  The  Drucker  Center  is  a  preeminent 
program  for  practicing  managers  with  an  internationally 
renowned  faculty,  evening  and  weekend  courses,  a 
selection  of  over  70  courses  annually,  and  ample 
administrative  services. 

Participants  average  42  years  of  age,  over  15  years  of  work 
experience,  and  at  least  5  years  as  a  manager.  Courses 
meet  once  a  week,  evenings  and 
'  JI^  'J-^^     Saturdays  in  seven  week 

r^t^4-  'Modules.  Participants  may 
V-/13.rCmOrlL  begm  in  January, 

Gr3.clu.3.te 

August  or  October. 
Average  class  size  is  22. 


School 


EXECUTIVE  MANAGEMENT  PROGRAM: 

The  Peter  F.  Dmcker  Graduate  Management  Center 
The  Claremont  Graduate  School 

165  East  Tenth  Street,  Claremont,  California  91711-6186 


(714)  621-8193 


San  Diego  State 
University 


SOSU's  MBA  for  Executives 

■  Designed  for  the  mid-career  executive 

■  Enhance  your  leadership  and  managerial  skills 

■  Develop  a  global,  strategic  perspective 

■  Small  classes  of  experienced  executives 

■  Learn  from  outstanding  SDSU  faculty 

■  Earn  an  AACSB-accredited  MBA  in  two  years 


FOR  OUR  BROCHURE, 
CALL  OR  WRITE: 

Executive  Management  Programs 
College  of  Business  Administration 
San  Diego,  CA  92 1  82-0414 
Telephone:  (619)  594-601  0 


Experience  the  Power 
of  New  PersDectives 


S  T 


f     O  R 


Executive  Programs 
In  Manufacturing 
&  Operations 


Manufacturing  Strategy  For  Competitive  Advantage 
8th  Annual  Program 

Emphasis  on  strategic  management  and  direction  for  Manu- 
facturing Operations.  Intended  for  Vice  Presidents  of  ManufoctU! 
ing/Production/Operations,  Directors  of  Manufacturing/Oper- 
ations, Division  Directors  of  Manufacturing. 

Dates:  July  18-23, 1993.  For  a  program  brochure,  please  call: 
(415)  725-1625,  FAX:  (415)  725-8799 

Effective  Management  Of  Production  Operations 
16th  Annual  Program 


Emphasis  on  current  issues  and  challenges  in  managing  the 
Manufacturing  Operations  Function.  Intended  for  Monufacturinc 
Managers,  Operations  Managers,  Plant  Managers,  Production 
Managers,  Materials  Managers. 

Dates:  July  25-30, 1993.  For  a  program  brochure,  please  coll: 
(415)  725-1625,  FAX:  (415)  725-8799 
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Sponsored  by  the  DeportmenI  of  Industrial  Engineering  ond  Engineering  Management. 


1993  Continuing  Educatidn 
Executive  Programs 

■  Stanford  Program  on  Managing  Innovation 

March  17-19,1993 

■  Stanford  Financial  Seminar  for 
Non-Financiial  Managers 

April  20-22  and  November  3-5, 1993 

..  ■  Stanford  Engineering  Executive  Program 

^,  June20>]y2,1993 

Stanford  Advanced  Management  College 

"September  19-24,1993 

*  Stanford  Program  on  Market  Strategy 
for  Technology-Based  Companies 

()f.jpliei:  19-21,1993 


■  Stanford  Program  on  Managing 
C^iangci  in  the  Defense  Industry 

1-all  1993 

C:ont.lct  Nancy  T.  Nichols,  Director, 
Stanford  Continuing  Education  Executive  Programs 
Bowman  Alumni  House,  Stanford,  CA  94305-4005 
Phone:  (41 .5)  723-;2027,  FAX:  (415)  723-3145 


TTieif  programs 
are  sponsored 
by  the  Stanford 
AlumniAsso- 
ciation  and  are 
open  to  ail  qualt- 
Jied  candidates. 
A  degree  from 
Stanford  is  not 
a  prerequisite 
to  enrollment^. 


St.  Mary's  College 

OF  CALIFORNIA 

Gary's  College  of  California  has  been  a  leader  in 
tive  education  for  almost  two  decades.  The  Saint 
i  Executive  MBA  Program  was  established  in 
to  provide  high  quality  managerial  education 
ivenient  formats  to  Bay  Area  executives.  The 
itive  MBA  Program  emphasizes  an  applied 
sciplined  approach  to  business  analysis,  and 
es  teamwork  through  study  groups,  pass-fail 
g,  and  small,  highly  interactive  classes. 

1 -month  Executive  MBA  Program  is  available  in 
i  weeknight  and  a  Saturday  format.  The  Saint 
.  College  campus  is  one  of  the  most  beautiful 
jses  in  California  and  is  conveniently  located 
20  miles  east  of  San  Francisco. 


ORE  INFORMATION  CONTACT: 

ate  Business  Programs 
/lary's  College 
3X  4240 
a,  CA  94575 
lone:  (510)  631-4500 
310)  376-6521 


Saint 

MARY'S 

College 

OF  CALIFORNIA 


University  of  California,  Irvine 

University  of  California,  Irvine  Executive  MBA  Programs 

iversity  of  California,  Irvine,  offers  two  AACSB- 
ted  executive  MBA  programs. 

:ecutive  MBA  (EMBA)  program  is  a  21 -month 
of  study  that  meets  on  alternate  Fridays  and 
lys.  An  international  residential  is  included. 

illy  Employed  MBA  (FEMBA)  program,  which 
on  Thursday  evenings  and  Saturday  mornings, 
ree-year  course  of  study,  with  the  third  year 
3  a  selection  of  electives. 

rograms  begin  in  September.  Ongoing  classes 
m  campus.  However,  during  residency  weeks, 
leetings  are  held  off-site. 

idmission  requirements  include  the  CMAT,  five 
of  work  experience  and  an  undergraduate 

admission  requirements  include  the  CMAT, 
ears  of  work  experience  and  an  undergraduate 


ORE  INFORMATION,  CALL:  The  UCI  Graduate 
of  Management  at  (714)  856-5374 


UCLA 


Executive  MBA 
Executive  Education 
Programs 


The  John  E.  Anderson 
Graduate  School  of 
Management 


Quality  Programs 
Quality  Students 
Quality  Results 


Executive  MBA 
(310)  825.2032 
Fax:  (310)  206.4151 


Executive  Education 
(310)  8?5.2001 
Fox:  (310)  825.3340 


University  c  San  Francisco 
MCLAREN  GRADUr.  SCHOOL  OF  MANAGEMENT 

EXECU^iVE  EDUCATION 

Offer  ng  two  unique  opportunities: 

Executive  Programs 

Nor  .-Credit  Custom  Designed  Programs 
fo:  businesses 


Executive  M.B.A. 

Intensive  21-Month  Presentation,  Alternate 
Friday  and  Saturday  Meetings 

Contact: 
Executive  Education 
USE  School  of  Business 
2130  Eulton  Street 
San  Erancisco,  CA  941 17-1080 

(415)666-2511  or  EAX  666-2502 


m  m  m  What  kind  of  business  is  this? 


Where  people  are 
dedicated  to  helping  others, 
rather  than  just  making  lots 
of  money? 

Well,  it's  Goodwill  Industries  of 
Denver,  one  member  of  the  Goodwill 
Industries  worldwide  agency  network. 

With  agencies  in  31  countries,  Goodwill 
Industries  is  the  world's  largest  non- 
profit provider  of  vocational  services, 
and  also  the  world's  largest  private  sector 
employer  of  the  culturally  disadvantaged. 

You  ask  if  this  is  the  Goodwill 
Industries,  who  collects  and  sells  our 
old,  but  reusable  items? 

Why  yes,  it  is. 

Their  dedication  to  those  less  fortunate 
sprouted  from  the  idea  that  all  people 
can  be  contributors.  And  through  their 
efforts,  you  can  see  the  rewards  of 
committing  the  best  aspects  of  business 
to  social  responsibility. 

So  when  Wendy  Lutter  and  Eric 
Hosier,  second  year  MBA  students  at  the 
University  of  Denver  Graduate  School  of 
Business,  looked  to  contribute  to  the 


not-for-profit-sector.  Goodwill  Industries 
of  Denver  was  an  ideal  partner. 

Wendy  and  Eric  are  part  of  a  unique 
Denver  MBA  Program  student  group 
called  Graduates  Involved  in  Volunteer 
Efforts.  GIVE  has  played  an  integral  part 
in  the  graduate  business  curriculum  since 
1989,  providing  opportunities  to  learn  the 
importance  of  social  responsibility  in 
business  decisions  and  environments. 

"While  working  on  various  accounting 
and  finance  projects,  I  received  an 
unexpected  wake-up  call,"  Eric  explains. 

"I'm  now  involved  in  the  development 
of  a  new  pilot  program  that  can  benefit 
thousands  of  disabled  students  in  the 
Jefferson  County  School  system." 

Responsible  for  a  number  of  marketing 
projects,  Wendy  adds,  "Not  often  is  an 
intern  given  the  chance  to  come  into  an 
organization  at  a  senior  management  level 
and  be  included  in  their  decision  making." 

"But  more  importantly,  I  see  how 
essential  it  is  ^  understand,  appreciate 
and  contribute  to  the  non-profit  sector,  to 
help  strengthen  our  communities." 
At  the  University  of  Denver  Graduate 


School  of  Business,  we  believe  in  and 
support  this  concept  of  commitment 
and  responsibility. 

And  Wendy,  Eric  and  GIVE  are  a 
reflection  of  our  efforts.  New  ideas  and 
refreshing  perspectives,  added  to  a  rich, 
84-year  history  of  business  education.  A 
to  prepare  women  and  men  for  business 
leadership  and  management. 

"What's  really  ironic,"  says  Wendy, 
"is  that  I  came  to  the  University  of 
Denver  for  an  educational  exf)erience 
other  MBA's  won't  have. 

"But  now,  I  sincerely  wish  every 
MBA  student  could  experience  what 
I'm  experiencing." 


University  Of  Denver 


^    D  U 

O  O  L 


University  Park 
2020  South  Race  Street 
Denver,  Colorado  80208  USA 
Phone:  (303)  871-3416 


For  more  Informatiort  on  Goodwill  Irtdustries,  please  contact  your  local  Goodwill  Industries  Agency 
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W  DOES  IT  FEEL  TO  GOLF  ON  LUSH  FAIRWAYS 


BESIDE  TOWERING  DESERT  FOOTHILLS. 


Hyatt  Grand  Champions  Resort,  Indl 


Visit  Hyatt  Grand  Champions  Resort  and  unwini 

ENJOY  personalized  BUTLER  SERVII::E  IN 


A     H  Y  A  T  T     R  E  S  O  R  T 


The  new  Casio  SF  R20  Executive  B.O.S.S. 

We've  built  more  into  it 
so  you'll  get  more  out  of  it. 


Larger 
256K 
Memory 


Built-in 
Spreadsheet 

Bigger 
Display 

40  Characters 
X 10  Lines 


Productivit ; 


Organizatio 


Better 
Resolutio] 


Among  palm 
top  organizers, 
there  cm  only 
be  one  B.O.S.S  The  all 
new  Casio  SF  R20  Exr  cutive 
B.O.S.S.  is  loaded  with  featuj  gs 
designed  to  give  you  effortless  acce:;s  to 
vital  information,  such  as  a  built-in  Lotus  1  .2  3 
file  compatible  spreadsheet.  A  40  character  b^  10 
line  oversized  display  allows  simultaneous  vie  ' 
ing  of  its  multiple  func- 
tions and  a  "window" 
type  menu  provides  easy 
access  to  its  numerous 
features:  SCHEDULING  "°" 
with  alarm  to  remind  you  of  appointments;  TO  DO, 
a  check  list  for  vital  tasks;  plus  FREE  FILE,  an 
easy-to-use  text  editor  with  functions  like  cut. 


CIUE] 
,[364'BBl  52) 


3e»-IIi00n»PRODUCT  MEETING 

eep-  i:ee<'«PoiuER  lunch 

3ep-  JiSep  IDEH  nEETlNG 

eep  (TELEPHONE  CHLL  TO 


copy  and  paste.  There's  even  a  one  button  "Help" 
feature  for  all  built-in  functions. 

With  its  large  256K  memory,  the  Executive 
B.O.S.S.  can  hold  thousands  of  appointments, 

phone  numbers,  addressei 
memos  and  calculations. 
Plus,  the  B.O.S.S.  series 
features  IC  card  expand- 
ability for  even  more 
memory,  communications  and  various  special 
applications.  And  the  Executive  B.O.S.S.  can  be 
linked  to  your  PC  with  its 
optional  interface.  All  of 
which  goes  to  show  that 
he  Casio  SF  R20  is  the 
t  ne  B.O.S.S.  that  actually 
niakes  your  job  easier.  For  more  information  and  afc 
sto;  e  location  nearest  you,  please  call  l-800-423-170( 


CASIO 

SOURCE    OF  WONDER,, 
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SF-5300 


SF-8300 


SF-9300 


SF-9600 


SFRIO 


II 


ex  to  Companies 


^dex  gives  the  starting  page  for  a  story  or  fea- 
"th  a  significant  reference  to  a  company.  Most 
Ivories  are  indexed  under  their  own  names. 
an.es  listed  only  in  tables  are  not  included. 


vards  &  Sons  8J 
da  55 
e  55 
76 
55 
14 

nonds  Shoe  5 
jnal  30 
Tsurance  81 
I  Airlines  30,  55 
•  Express  47,  60 
Home  Products  43 
President  Lines  84 
sartmeni  Stores  43 

14 

dioys  76 
nputer  30,  43 

Products  40 
lersen  98 
81 

emotional  55 


Cyberonics  87 

D 


Dai-lchi  Kangyo  Bank  48 

Daniels  Communications  94 

Dean  Witter  Financial 

Services  Group  81 

Dean  Witter  Reynolds  22,81 

Defense  Systems  &  Electronics 
Group  37 

Dell  Computer  96 
Deutsche  Bundespost 

Telekom  50 
Diaghilev  114 
Discover  Card  Service  81 
Dow  Chemical  30  | 
Dow  Europe  49 
DRI/McGraw-Hill  22 


Industrial  Bonk  of  Japan  48 
Information  Resources  40 
Intel  96 

International  Strategy  & 
Investment  Group  22 
Inlernotional  Trading  82 
Iron  Air  53 
Itomon  48 
ItoYokodo  100 
ITT  Financial  115 
Ivax  84 


Rhone-Poulenc  49 
Ritz-Corlton  Hotel  37 
Royal  Dutch/Shell  Oil  53 


Johnson  &  Johnson  43,  7] 

K 


Konkaku  Securities  48 
Kidder  Peabody  13 
Kinder-Core  Learning 

Centers  107 
Kmart  40 
Knoll  84 

KPMG  Peat  Warwick  98 


isi  60 
■od  76 
115 

jbledoy  Dell  42 
nk  115 
jble  42 
4 

jp  30 
94 

:  Decisions  96 
es  107 
107 


54 

Iting  Group  60 
ISA  96 
otes  81 
s  55 
30 
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Eastern  TeleLogic  94 
Eastman  Kodak  30,  40,  47 
Edward  Moron  Bar  & 
Grill  114 

Electrolux  54 

Entertainment 
Publications  114 

Ernst  &  Young  74 

Evons-Kerfoot  84 

Exxon  60 


Leo  Burnett  60 
LifeScan  71 
Lord  &  Taylor  107 
Lufthansa  55 

Im 


Federal  Express  60 
FHP  Health  Core  74 
Fiat  49 

First  Boston  43 
First  Interstate  Boncorp  115 
Fleet  Call  94 
Fool  Locker  43 
Ford  30 
Ford  Europe  49 
Fuji  Heavy  Industries  48 
Fusion  Energy  Applied 
Technology  88 

G 


Magic  Chef  54 

Matsushita  60 

Mayer  Applied  Research  88 

Mo/tag  54 

McGraw-Hill  28 

McKesson  40 

Medeva  84 

Mentor  Plus  Software  1 16 
Merck  60 
Mitsubishi  84 
MMS  International  28 
Monsonto  84 
Morgan  (J. P).  84 
Motorola  30,  60,  116 
MTV  34,  94 


Sobena  World  Airlines  55 
Salomon  Brothers  48,  50 
SBC  Choree  82 
S.C.  Johnson  &  Son  40 
SeaFirst  115 
Searle  84 
Sears  Roebuck  81 
Sematech  18 
7-Eleven  ICQ 
Sign  of  the  Dove  1 14 
Snop-on-Tools  60,  120 
Sony  116 
Soros  Fund 

Management  84 
Southland  100 
SportSense  87 
SRI  International  88 
Standard  &  Poor's  35,  55 
Slandord  Chortered 

Bonk  76 
Storer  Communications  94 
Sumitomo  Group  48 
Sumitomo  Metal 
Industries  48 


94 
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;rgy  Research 
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•rial  115 


>8 
54 
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94 
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Garmin  International  116 
Gateway  2000  96 
GE  13,30,54,60 
Genentech  87 
Ginlel  Equity 

Management  84 
GM  13,30,35,81,  116 
Goldman  Sachs  49,  50 
Granite  Rock  37 


NBC  13,34 
Nestle  60,  120 
Neuberger  &  Bermon  84 
New  York  Knickerbockers  98 
New  York  Times  114 
Nippon  Credit  Bonk  48 
Nippon  Telegraph  & 
Telephone  88 

Nissan  Motor  48 

North  American  Philips  60 

Nosmo  King  1 14 

N-W  Ayer  107 

o 


TAT  55 

Technova  90 
Teikoku  Data  Bank  48 
Telecommunications  94 
Texaco  30 

Texas  Instruments  37,  49 
The  New  York  Times  114 
Thermocore  88 
Time  Warner  42,  94 
Tony  Roma's  1 14 
Total  53 
Transmedia  114 
Trimble  Navigation  116 
Trust  Co.  of  the  West  81 
TRW  30 

Turner  Broadcasting 
System  94 


Univox  Biologies  87 
Universal  Card  Services  37 
UPS  47 
USAir  55 


Halliburton  30 

Hoechst  49 

Holson  Burnes  84 

Honda  60 

Hoover  54 

Hughes  Aircraft  115 

Huntington  Boncshores  115 

HydroCotalysis  Power  88,  90 

Hyundai  96 

I 


Ortho  Pharmaceuticals  43 
P 


Iberia  Airlines  55 
IBM  13,96,  116 
IGT  114 

Indian  Railway  Finance  76 


PoineWebber  42,  84 
Peugeoi  49 
Pfizer  60 
PNC  115 
Price  Clubs  40 
Price  Woterhouse  98 
Procter  &  Gamble  30,  120 
Prudential  Securities  22 

Q 


Viewer's  Choice  94 
Volkswogen  49 
Volvo  114 
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AN  OFFER 

WORTH  THE  PAPER 
IT'S  PRINTED  ON. 

With  every  new  subscription. 

Business  Week  will  plant  a  tree 

in  one  of  America's  Heritage  Forests. 


Every  week  Business  Week  brings  you  up  to 
date  on  the  world  of  business.  We're  committed 
to  bringing  you  coverage  of  business  news  that 
is  not  only  timely  but  insightful.  Now,  we're 
also  committed  to  teaming  up  with  you  to  moke 
0  positive  contribution  to  our  environment. 

With  the  help  of  the  Global  ReLeaf  Campoign 
of  the  American  Forestry  Association  (AFA),  we 
will  plant  a  tree  in  one  of  America's  Heritage 
Forests  with  every  new,  paid  Business  Week 
subscription. 

Global  ReLeaf  educotes  people  on  opportunities 
to  enhance  the  environment  through  .nprove- 
menl  of  trees  ond  forests.  The  cn  ,aign  creofes 
these  positive  environmental  or.iortunities  for 
individuols,  community  grou-  and  businesses 

The  Heritage  Forest  Pror  ..;r,  is  on&  iuch 
opportunity.  Heritagr   .rests  m    ,al  public 
lands,  selected  by  f^:  m  o    :  ,nere 


J  new  forests, 
existing  public 


QVC  Network  94 

R 


Woldenbooks  42 
Wal-Mart  S  'ores  J' 
Wawa  Fo',d  Mori       :  00 
Wells  Fo-go  98 
Werth-im  Schrock,  43 
Whi  lpool  54 
WoolworlT  43 
W.P.  Sfewo'l  76 
Wyetli  Ayerst  43 

X 


Xer<,x  60 


Random  House  42 
Renault  49 

Reserve  Bonk  of  Indio  76 


Zoyre  43 

Zeos  International  96 


.(BE  TO  BusinessM%ek  NOW 

I 

i  >  -'II  plont  your  tree  and  still  offer  you 
.obstontial  savings.  At  only  89<an  issue 

you  save  64%  off  the  $2.50  cover  price 
and  make  a  positive  contribution  to  the 
environment. 

Enjoy  the  convenience  of  having  Business 
Week  delivered  and  the  sotisfoction  of 
having  done  something  to  help  improve 
and  preserve  America's  forests. 

//'s  eojy  \o  do.  Fill  out  one  of  the 
post-paid  cards  found  in  this  issue  and 
drop  it  in  the  mail  today  or  tall  toll-free 
1-800-635-1200. 

for  more  inlormotion  on  (he  Clobol  Releol  Progrom,  <„||  (2021 667-3300 
orw,itei.ihei,iotP,0,6o«  2000,W,sl,ini^on  0  (  20013 
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ORGANIZE  YOUR  FUTURE  IN  STYL 

A";D  save  15%! 


Order  your  1993  BusinessWeek  Planners  and  save 
15%,  plus  receive  a  genuine  calf  leather  security 
luggage  tag  as  your  bonus  FREE  GIFT  for  ordering 
three  or  more  items! 

Good  liusiness  Sense 

Smart  executives  know  there's  no  better  business  gift  or 
business  tool  than  the  prestigious,  high  efficiency  BusinessWeek 
Planners.  Superb  for  organizing  the  busiest  work  schedules,  the 
BusinessWeek  Desk  Planner  feattu'es; 

•  Januaiy  through  January  week-at-a-glance  appointment 
calendar  with  plenty  of  room  for  jottmg  down  business  and 
pei  sonal  appointments 

•  1993  and  1994  montlily  planning  sections 

•  90  pages  of  reference  materials  including  30  City  Pi'ofiles, 
1993  Ti-ade  Shows  and  Conventions,  5-Yeai-  Calendar,  Wine 
Vintage  Guide,  Frequently-called  Toll  Free  Ni  iibers. 
International  Calling  Codes,  up-to-date  U.S.  '    -a  Codes, 

a  well-detailed,  full  color,  32  page  world  atla       d  more! 


The  Desk  Planner  is  handsomely  crafted  with  skivei 
two  silken  page  markers.  You  can  have  youi*  fall  nan"' 


■ather  covers  in  classic  black  or  rich  bui'gundy,  gilt-edged  pages  and 
imprinted  on  the  cover  in  gold  for  a  small  fee.  The  equally  elegant  matchinj 
Pocket  Planner,  available  individually  or  as  part  of  a  specially  coordinated  set,  features  gilt-metal  comer  guards  and  gilt-edged 
pages,  a  3-year  calendar,  n  onthly  planner,  phone  directory,  international  calling  codes,  and  more! 


1UD» 


Quantity  Discouj,  ts  and  Your  Company  Logo  Available 

In  addition  to  earning  you  a  fre.  lift,  ordering  larger  quantities  saves  you  even  more  money.  Why  not 
use  part  of  youi-  quantity  discoun  -savings  to  economically  customize  each  planner  with  your  company 
logo  and  each  recipient's  name?  TL  1  your  planners  wil]  be  even  greater  status  symbols. 

Presidential  Set  Can  -^s  Extra  Prestige 

For  professionals  with  panache,  the  Bu.-^  'essWeek  1993  Pi'esidential  Planner  Set  offers  the  same 
practical  features  described  above,  in  a  In  ^ed  edition  crafted  of  premium-gi'ade  navy  blue  leather  with 
hand-tooled  silver  comer  guards  and  two  b  "  silk  ribbons.  The  matching  blue  leather  Wallet  Planner 
has  a  silver-plated  jotting  pen  tucked  neatly   '  side.  This  set  makes  a  poweifol  statement. 


US  Credit  Card 
holders  may  call 
^  TOLL  FREE 
*-*  800-722-9999 

and  ask  Operator  18  fo 
Planner  Dept.  BC3E0F 


I 

Name  l  Mr/Mrs/Ms  l 

Company  

Address  


VOLUME  DISCOUNTS 


City  

State/Country  _ 
Tel  No.  


Post  Code  - 


Job  Title 


I    1 1  need  more  information  on  larger  quantity 
discounts  and  customization  options. 


CODf  PRODUCT 


COLOR 


1-3 


4-24  I  25-49  ,  50+ 


BWlOl    r>residential  Set 


Blue 


90.00 


BW206  .  runner  Set  with 
BW220i  B.    iness Week  logo 
er  Set  without 
'ssWeek  logo 
'anner  with 


BW210 
BW226 
BW201 
BW214 
mV207^ 
BW21Pi 
BW204 
BW218 


Pla 
Busi 
Desk 
Businei  Week  logo 

er  without 
"k  logo 


Black  

Burgundy 


Black 


38.25 


Burgundy 


Black 


Desk  Pla  ' 
Business\ 


Burgundy 
^ack 
Burgundy 


28.00 


Pocket  Plaiii  er 


Black 


Burgundy 


14.50 


NO  DISCOUNT  AVAILABLE 


32.50 


24.75 


11.45 


28.50  27.25 


23.00  22.00 


10.45  9.35 


QTY 


Full  name  to 

be  blocked   

□  Check  enclosed  payable  to  'BusinessWeek  Planner' 

□  Bill  my  company  (purchase  order  &  co.  letterhead  required) 

□  Charge  to:  UAmEx  UDiners  □MasterCard  □VISA 

Card  No.   


Prices  mt    'le  delivery  hy 
surface  mu    hut  do  not 
include  loca    iuties  or  taxes. 


Handling/Packing  US$2.25  per  item 
Gold  blocking  of  name  US$4.75  per  item 
N.J.  residents  add  &/r  sales  tax 
U  K  residents  add  V.A.T.  at  prevailing  rate 
TOTAL  US$ 


s 


Signature 
Exp.  Date 


To  order,  make  >  our  check  payable  to   

BUSINESSWEEK  PLANNER  and  send  to  Dept.  BC3EOF3,  fi. 
P  O,  Box  8035,  Brick,  N  J  08723  U  S  A.,  Fax  201  461  9808  «i 
P.O.  Box  13,  Great  Mls5enden,  Bucks,  HP16  ODQ,  ENGLAND,  Fax  44  494  890757 
Suite  0,  22nd  Floor,  Yiko  Industrial  Building,  10  Ka  Yip  Street,  Chaiwan,  HONG  KONC 
Fax  852  5589246 


estment  F'n 


by  the  Federal  Re- 
to  slash  interest 
I,  the  Dow  Jones  in- 
■ed  to  3136.6  on 
est  point  yet  this 
'he  weel<end,  f=ed 

Greenspan  left  the 
■oHy  rale  cuts, 

rallied,  too,  bet- 
idesbank  would 
many's  punishingly 
es.  The  prospect 
coupled  with  some 
:ast  corporate 
.  helped  stocks 
:k. 


STOCKS 

,S5!^^P'-       Oct.    Oct.  8-14 


Oct.       Apr.  Oct. 


Oct,  8-14 


THE  DOLLAR 

1480      WO^^^—^fl-^  Oct.  7-14 


ANALYSIS 


STRIALS 
RusseH  1000) 
>  (Russell  2000) 
lussell  3000) 


latest 


31955 
217  2 
190.4 
231.0 


^  (hange 


1.4 
1.3 
1.3 
13 


4.4 
5.0 
4  1 
4  9 


%  change  (local  currency) 
Week  S2-weeli 


90-DAy  TREASURY  Bill  YIEID 
30-y£AR  TREASURY  BOND  YlflD 
S4P  500  DIVIDEND  YIEID 
S&P  500  PRICE/EARNINGS  RATIO 


latest 


"CHNICAUNDICATORS 

Stocks  above  26-wee   moving  overage 
Speculative  sentime      ^.t/call  rat,o 
Insider  sentiment:  V  sell/buy  ratio 


3.00% 
7.50% 
3.09% 
21.1 

latest 


Week  ago 

2  87% 
7  49% 
--10%. 
20  8 


414.1 
40  6° 
0.54 
1.7 


JteeU  jo 

4!..  I~ 


V  jfogo 

5. 1 1  % 
788% 

3.21% 

20.1 

Reading 


'  Negative 
.9%  Neutrol 
Positive 
'^3  Positive 


-NFORMATION  SYSTEMS  INC 


■RoT 


OOlS 


6.8 

13,9 

6.4 

25.7 

4.4 

1  1,7 

% 

change 

4-week 

52-week 

-178 

4  6 

-16.5 

-8,2 

-15.9 

-      -0  5 

-13.5 

39  3 

-1  1.8 

-5,7 

Strongest  stock  in  grout. 

TRAVELERS 
MARSH  &  McLENNAN 


ROWAN 


GENERAL  RE 

WASTE  MANAGEMENT 


INCO 


STONE  CONTAINER 
GIDDINGS&  LEWIS 
BLACKS  DECKER 


4-K  , 

JO 

52-week 

22.4 

Price 

22  ','2 

77 

217 

90  '/j 

12,7 

16.4 

8  % 

14.2 

19.9 

105  '/2 

6.3 

8.2 

38  Ve 

%  cha 
4-week 

nge 
52-week 

Price 

-28  8 

0.2 

35 

-18.7 

-293 

21  % 

-28  2 

-24.8 

13  % 

-16.9 

37.0 

-17.8 

-0.8 

16  Vs  1 

fT  GlOBAl  ENERGY 
iURANCE 


5  5 

5,3 
5,0 

% 


'INGS  &  lOAN 
ilONAl  BANKS 


RTFOIIOS 


48  3 
45,4 
38,8 


LAGGARDS 

fouMweelUotah^f^^ 

fIDEllTY  SELECT  MEDICAL  DELIVERY 
EQUITY  STRATEGIES 
FIDELITY  SELECT  HEALTH  CARE 

S2-week  total  return 
LEXINGTON  STRATEGIC  INVESTAIf'^rl 
UNITED  SERVICES  GOLD  S„aS 
G.  T.  JAPAN  GROVi^TH 


S&P  500 
^■week  total  return 


-19.1 
-15.) 
-13.0 


-57.8 
-49.3 
-32,6 


Average  fund 
52-week  total  return 


Ti-easury  bonds 
$11,364 

-2.16% 


U.  S. stock 
$10,70 

+0.5? 


jlll 

Money  market  fund 
$10,326 

+0,05% 


Gold 
$9,609 

-1.87% 


DATA  RESOURCES  INC 


Foreign  stocks 
$9,582 

+0.94% 


Poge  -s  ava,lable  on  requeT  ^'-^  -  of  October  1 3  A 

BUSINESS  WEEK/OCTOBER26,, 992  ,,9 


itonais 


!k^rj?A  CHANGE 

ucation.  Before  those  .'''''^f';^;"^^  that  lacked 

managers;  they  were  lau^ia  •   .   ^  o-raduate  busi- 

Now,  ther.^  are  vast  fhanges  o^'^^"        '^^^-^j;^  ^^dulum 
ness  schools  that  expUcuh'  ^-schools 

'"rt:^  tZe.iu     partnerships  with  corporations  to 

tino-  420  students  mto  tear  s  ot  tive  t  -  six  lo  w 
™  «.  apprenticeships  h,  .  , -Jl^™- jr a.X  a 
Emory  Umvevslty  and  the  j  ""l^,,,  „ith  fall  class 
summer  practicum  at  Proctei     Gamb  ;  „ith 

-"'''^-/t' W"3tv  o:t*a;:m„re  t^an  « 

:x:ihinr:i  ™™.i>;;;;-*;::rt^^ 

will  create  new  products  tor  coip"  >te  sp. 

"ttetrS:-^  -  :Sco.e  cha  .e.  T,   V  w.ll  Wp 

, the  gap  tdeJ.  e  e'tcJLu, 

will  bring  professors  known  to^l'""^^^^^^      Th.  discus- 

^■raurrx=rs^.--^ 

pare  future  generations  of  management. 


ular  have  weapons  to  help  deter  future  aggression  by  jq, 
tu  Z  other  major  arms  suppliers  seem  sure  t.  n^ 
these  latest  huge  U.S.  sales  as  a  green  hght  to 

^'tS  I^dS^a  new  arms  race,  the  U.^  shoUu 
jrrt1ffprtstocurbit.Ironi« 

are  ^i^^:^^;^  ^I'cL.-.^ 

,  f;^86%  of  the  $  75  billion  in  convention,,^ 
counted  toi  8b/o  ol  tne  ^^^^^^  ^ 


^ounted  for  8b7o  oi  rne  ^x,.  ■  , 

1.1  frnm  1987  to  1991.  In  the  past  18  montns, 
sold  liom  iy»'  to  J-  J  ,  ^  Mideast  (?!til 

*^,:e"arnrSL":rr  tie  wahe  of  a,,  a.W 

■n  Jon--  the  Big  Five  in  May,  1991.  imt.ated  by  the  * 

s^pL  to  Taiw!,;  'wasftiogtou  shot*, 
down  »™J  ^Pl^  ^^e„  the  Mideast  agreemetj 
course,  push  ng  ^j,,,,  ,,eas.  That  | 

S::r.dsrt  the  U.S.  and  ,ts  allies,  w« 

died  arms  sales  will  not.   ^  ^  


A  WARMING  RECEPTION 
FOR  COLD  FUSION 


 ■  \  '.     TT^T^         r^ft'cot  ( 


m  defense  spending  ..th  arms  sales^to  Th.n^^ 
t,.^^^ScJr^:^o.™sbm^^ 

r^rs'?*  ^^^^ 


them'y  and  expecment.  Sometimes,  theor 
new  ways  to  test  what  we  think  we  know  3 

must  yield  unless  it  can  be  shown  that  the  exper 

"'coW  fusion  is  an  example  of  experiment  tj.. 
nose  of  Iheory  (page  88).  The  -tial  response  ot 

i-iodlthv  skeoticism.  Ana  given  uic 
t^cience  was  heaiiny  biseijn^  .  •    i  „,„v.if 

:;°emisS' Either  way.  if  they're  ngl,t.,tst,meUj 

"■'Ve  Hectric  Power  Research  Inst.tute  the 
try's  scfence  arm.  has  asked  Brookhaven  Na^^^ 
to  check  for  flaws  in  certain  cold-fusion 
■w\i  °h  fre  apparently  producing  »  excess  p 
for  the  actual  inspection  has  yet  o  be  fixed. 
EPRl  proposal  mmresji^^ 


f,?7i 
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